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INTRODUCTION.

The Indian I Legislation C: '--ws; ppointed at a ting of Indian In-
surance representatives held in Bombay on the 31st day of May 1936 presided over by Sir
Naoroji Saklatwalla, Kt., C.LE.

The C ittee held a ber of meetings at which they considered the different as-

pects of Insurance Legislation and came to certain conclusions thereon. In order that these

conclusions might be properly understood by the public they were embodied in the draft Bill
attached to their submission report dated 23rd October 1936. For the purposes of refer-

ence the said submission- yeport is enclosed herewith.
‘The Government of India appointed a C ittee with the Hon’ble Sir N. N. Sircar,

K.CS.L, Kt., Bar-at-Law, Law Member, Government of India, as Chairman, known as *‘the
Insurance Law Advisory Committee” in or about October 1936.

The Indian Legislation C ittee submitted two stat ts one by Mr. H. E. Jones,
Manager of the Oriental Government Security Life Assurance Co. Ltd., and the other by
Mr. R. J. Duff, General Manager of the New India Assurance Co. Ltd., on the subject of

d ing and ic petition by foreign insurance companies in India, to the Ad-

ping

visory Committee.

After the sittings of the Advisory Committee were over the Hon'ble Sir N. N. Sircar,
K.C.5.L, Kt, Bar-at-law, Law Member, introduced in the Legislative A bly a preh
sive bill now known as the Insurance Bill No.4 of 1937 which was circulated for public

opinion.

After the Bill was referred to the Select C ittee the Indian Legislation Committee
idered fully the detailed provisions of the bill and how far the various provisions in
the hill ired suitabl d additions and alterations.

9

The Indian Legislation Committee have considered the bill clause by clause and have
suggested detailed d ts and al ions which will be found in the accompanying

12 ant Jhat hnical

thod as the ject was

Memorandum. They adopted this

It is not proposed in this introduction to deal with detailed examination of each and
every amendment alteration or addition suggested in the Memorandum, but it ia felt that

certain general observations may be made here.

The interests of Indian Policyholders should be the first of any legislation re-
lating to Insurance business in India. The Committee note with satisfaction that the Bill in-
ludes provisi fot;, per supervision, inspection and trol of i panies to
which no insurer can raise objecti The | Companies doing g I busi are

now brought within the purview of the legislation which fact will be of great advantage to the
Indian Policyholder. The Registration certificate shall now have to be obtained by all com-
panies but it is advisable that such certificates in the case of non-Indi panies should

be annual so that the Superi dent of I may be able to have a control on them.

more effectively.

Publicity regarding the working of Insurance companies is likely to offer great safety
and a proper guide to the Indian Policyholders. The Bill now accepts the principle that

non-Indian I ies should furnish all the retums regarding their busi in




I

India that the Indian Companies have to fumnish regarding their entire business. Section 13,
h er, all certain ptions to the yule, From the Indian Policyholders point of view
this is very objectionable. The Committee, therefore, suggest either the deletion of the whole

Section or its amendment so as to make it compulsory for non-Indian C ies to submit

all the returns regarding their Indian business.

The safety of the Indian Policyhold quires not only that the investments of Insur-
ance companies should be safe, but that the assets should be available in India for their bene-
fitt. The Committee welcome Section 23 provided some changes are made therein. Invest-
ments allowed under the Indian Trust Act are as safe as any other investments. These

should therefore be permissible under this Section. Regarding Indi panies the
principle ought to be that they should keep invested in India in trust for their policyholders
in India sufficient assets to meet their liabilities in India, Merely keeping certain assets in

India will not safeguard the Indian Policyholder.

. The C ittee wel the provisi garding nominations and assignments in the
Bill but in the interests of the policyholders they have suggested certain amendments. The

interests of the Policyholders as a class are bound to be safeguarded better by the provisions

made in the Bill regarding Licenses to Agents, limitation of issi and prohibition of
rebates. We have suggested some amendments, which are v, to the i as they
stand.

Anoth of the I Legislation should be the protection of genuine In-

dian Insurance concerns without any detriment to the interests of Indian Policyholders. The
Committee is surprised to hear questions being asked whether any case for such protection

has been made. It is obvious that India could be self-sufficient in offering facilities for in-

surance. It is also obvious that the Indian I panies at p existing have not
attained the great heights attained by their sister companies in other parts of the World.

This in itself is a sufficient case for including provisions in the insurance Legislation for the

protection of Indian I ns. In addition to the above two points the Committ=e

submit that the Indian Companies have a really good case for protection as they have to
suffer from uneconomic competition from non-Indian companies. In the field of general
insurance there are only 14 Indian companies as against 134 non-Indian companies. The
total business that India can offer to Insurance Companies is limited as it is comparatively a

poor country which is not properly developed industrially, The hardships and struggles of

£,

these Indian panies can th be easily imagined.

In the field of life Insurance, at first sight it appears that Indian Life companies have

made great prog If, however, the position is properly examined, it will be found that
compared to the total number of Indian Life insurance companies the apparent increase in
business is deceptive. The total number of Indian Life Insurance Companies in the year
1935 was 212 while the total ber of non-Indi paniea working in India during the
same period was 25. Indian Life panies with a total ] premi i of five

lakhs and over were only 18 out of 212 as against 13 out of 25 non-Indian companies with

similar income. Similarly there were only 12 Indian Life panies which could get new
policies amounting to Rs. 50 Lakhs and more while 8 non-Indian companies got new poli-
cies of the same amount during the year. This will show that the majority of Indian Life
companiea are small and struggling.

Under the circumstances, in the case of life as well as other insurance companies the
Committee suggest that the entry of further non-Indian companies should be prohibited for
a substantial period. Such a step would give some relief to Indian Companies even though

and non-Indi will

P

Ind:

the present competition between



m

ible pro-

It will be ded that g 1 i e panies at least require more t
tection than the above provision. The Committee, therefore, suggest certain additional Sec-
tions to the Bill. They had previously also p d for such p tion and at the instance of
several people they have drafted actual Sections so that the meaning of the Committee's re-

quests may be properly understood. These new Sections are sub-section (9) to Section
3 and new Sections 88 (D) and 88 (E).

There is one clause in the draft Bill which has aroused public discussion. This is the

1 lating to the M ing Agents. The Committee have carefully considered this
question in all its aspects. They feel that after the safeguards and checks put on the Manag-
ing Agents under the Indi C ies A d t Act of 1936, the prohibition of

1

Managing Agents for Insurance Companies in future is not justified.

In lusion, the C ittee wel the principle of reciprocity incorporated in the

Bill under Sections 3 (3) and 48. In order, however, that these Sections be more effective
the Committee sugget that they should take effect automatically without any discretion be-
ing left to anybody. The Committee further suggest clear definitions of Indian and non-

Indian panies so that non-Indi panies may not try to avoid the reciprocity con-

templated in the above Sections. These definitions will also be useful for the purpose of
granting p ion to Indian Comp

The first Legislative measure in India concerning Insurance was enacted in the year
1912, After 25 years the law is being revised and brought up-to-date. A splendid oppor-
tunity is thus offered to safeguard the interests of Indian policyholders and to create oppor-
tunities for Indian I ies to develop and grow to their full height. If this op-

P

portunity is lost, another may not offer itself for long years to come.

Bombay, (Signed) R. J. DUFF (Chairman).
16th July 1937. " H.E. JONES.

K. SANTANAM,

K. S R IYER.

JIVANDAS P. DUTIA
J. C. SETALVAD } Hon.
K. C. DESAL

Secretaries.
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NoTES

Short titl
extent an

Definitions,

VII of 1913,

X of 1920,

VH of 1913,

CLAUsES oF GOVERNMENT BiLL.

{As Introduced in the Legislative Assembly. ]

A

BILL
TO

Consolidate and amend the law relating to the business of

WL

insurance.

it is expedient to lidate and d

the law relating to the business of insurance; It is
hereby enacted as follows:—

1. (1) This Act may be called the Insurance Act,

1937,

i

(2) It extends to the whole of British India, includi-
ing British Baluchistan and the Sonthal Parganas.

(3) It shall come into force on such date as the
Governor-General-in-Council may, by notification in
the Gazette of India, appoint in this behalf.

2, In this Act, unless there is anything repugnani!
in the subject or context,—

m

)

3)

4

3)

(6)

‘ actuary ”’ an actuary p ing such
qualifications as may be prescribed by the
Govemor-General-in-Council ; :
“* auditor ap qualified under the
provisions of section 144 of the Indian Com-
panies Act, 1913, to act as an auditor of com~
panies;

* certified ™’ in relation to any copy or translas
tion of a document required to be furnished
by or on behalf of an insurer means certified
by a responsible officer of the i to be a
true copy or a correct translation, as the case
may be; ;

“Court ' means the principal civil Court of
original jurisdiction in a district, and includes
the High Court in ezercise of its ordinary
original civil jurisdiction;

** Government securities ' means Government
securities as defined in the Indian Securitics
Act, 1920;

a .

pany any i %
being a company, association or partnership;
which may be wound up under the Indian
Companies Act, 1913;




"

PROPOSED AMENDMENTS AND ADDITIONS TO THE REMARKS AND REASONS FOR THE PROPOSED
" GOVERNMENT BiLL. ADDITIONS, AMENDMENTS AND ALTERATIONS,
PART L PART I
Preliminnry. Prelimilmry.

The Committee suggest that, if possible,
the Act may be extended to “India” as defined
by Section 311 of The Government of India
Act 1935. The Committee assume. that
“Insurance” will be one of the Federal sub-
jects coming within the exclusive province of
Federal Legislatures and in order that Insur-~
ance Legislation may be homogenous in_the
whole of India including Indian States, it is
necessary that the Act should have operation
throughout India. It is apprehended that
until Federation is brought into being the
present Legislatures will not be competent to
enact Laws governing the whole of India. The
Committee, however, submit that as and when
Federation comes into being, the Act may be
extended to all the territories comprised in
“India” as defined by the said Section 311.

In any event however, all the returns
should have statistics relating to business in
the whole of “India”. The Section 311 is
quoted below for ready reference.

“India’ means British India together with all
territories of any Indian Ruler under the suzerainty
of His Majesty, all territories under the suzerainly
of such an. Indian Ruler the tribal areas, and any
other lerritories which His Majesty in Council may,
from time to time, afier ascertaining the views of the
Federal Governmeni and the Federal Legislature,
declare to be part of India.”

Clawse 2 (6): The Committee suggest that the definition
The following words should be added af the end of the ;‘:0:1: “ﬁon;m:tr a ;:rhl-:;sil: l‘;'::e:hz
Act of 1932,

sub-section :——

“or under the Indian Parinership Act 1932.”



Notes CLAUSES OF GOVERNMENT BiLL.

(7) * insurer " means—

(a) any person or body of persons carrying on
. P .

(i) carries on that business within British
India, or

(ii) has his principal place of business or is
domiciled in British India, or :

(iii) is a body corporate incorporated under‘;

VIE of 1913, the Indian Companies Act, 1913; or
stands to any such body corporate in the

relation of a subsidiary company within

the meaning of that Act as defined by,

b ion (2) of section 2 of that Act;

and

(b) any person or body of persons who in British
India receives proposals of insurance, or
issues policies, protection notes, -cover
notes or any document purporting to
grant insurance cover on behalf of an
underwriter who is a member of the Socicty
of Lloyds or of any other association of
insurance underwriters,

but does not include an i agent

licensed under section 35 or a provident society
‘to which the provisions of Part Il apply;

(8) *life insurance business' includes annuity
business, that is to say, the business of effect-
ing contracts of insurance for the granting of
annuities on human life;



PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

Clause 2 (7) (a):

.. Add o (7) (a) al the end ajter the words ** body
of persons ™’ the following words ** or is a body corporate.”

- Clause 2 (7), (a), (ii):
Add at the end of 7 (a) (ii)—

“or is a body corporate incorporated under the
Laws of any foreign country or stands to any such
body corporate in the relation of a subsidiary pany
within the meaning of sub-Section (2) of Section 2 of
the Indian Companies’ Act 1913, or

The amended sub-clause will read as follows:—

** (i) has its principal place of business or is domi-

ciled in British India, or is a body cor-
porate incorporaied under the laws of any

foreign country or stands to any such body .

corporate in the relation of a subsidiary
company within the meaning of sub-
Section (2) of Section 2 of the Indian
Companies’ Act 1913, or ™

Clause 2 (8):
Delete sub-clause (8) and substitute the following:—
* Life Insurance Business™ means the issue of, or
the undertaking of liability under, policies of insurance
upon human life, or the granting of annuities upon human
life.”

Additional definitions suggested:

2

REMARKS AND REAsSONS FOR THE PROPOSED -
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The proposed addition seems necessary to
include registered corporations.

The Committee apprehend that under the
definition of “insurer” a company incorporated
under the laws of a foreigh country and its
subsidiaries are not included and in order to
avoid any doubt the Committee suggest the
addition as mentioned. Everybody would
agree that such C ies should be included
in the definition of “Insurer.”

The definition of * Life Insurance Busi-
ness ” in the Bill is not complete and the Com-
mittee suggest the definition of * Life Insurance
Business” as ioned, which is the same as
in the existing Act VI of 1912 and also in the
Assurance Companies’ Act 1909 of England.

The Committee helieve that it will be use-
ful to define certain well-known expressions in
the L busit ref to which has
been made in the body of the Bill,




Notes Crauses oF GOVERNMENT BiLL.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

“ Accidont I bush -

** Accident Insurance Business ™ means * the issue of,
or the undertaking of liability under, policies of insurance
upon the happening of p I accident hether fatal
or not, disease, or sickness, or any class of personal acci-

dents, disease or sickness.”

* Fire Insurance business:"”

* Fire Insurance Business™ means * the issue of, or
the underiaking of liabilily under, policies of insurance
against loss by or incidental to fire.”

¢ Marine Insurance Business:"”

“* Marire Insurance Business' means ** the issue of, or
the underiaking of liability under, policies of insurance
against loss or damage to any vessel or to goods, wares,
merchandise or property of any kind in transit by water
andjor land, and against losses incident to Marine Adven-

"

{ure.

“ Motor Vehicle Insurance:”

* Motor Vehicle Insurance™ means “ the issue of, or
the undertaking of liability under, policies of insurance
against loss or damage fo, or arising oul of, or in con-
nection with the use of, motor vehicles, including third
party risks.”

“ Officer:”

* Officer ” includes * the Maneging Agent, Managing
Director, Manager, Secretary, Treasurer, Actuary and any
other person designated as ° officer’ by the bye-laws of
the Company.™

“ Workmen’s Compensation Insurance Business:”

** Workmen's C. i I e Business "
means ** the issue of, or the undertaking of lLiability under,
policies insuring employers against liability to pay com-
pensation or damages to workmen in their employment.”

3

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

This definition is similar to that given in
Assurance Co.’s Act of 1909 which is as
follows >—

& Anntdant T P that is
1o say, the issue of, or the undertaking of lia-
bility under, policies of upon the
happening of I accidents, whether fatal

or not, diteue,orsiclmeuoranychscofpe-
sonal accidents, disease, or sickness.”

‘This definition is similar to that given in
the Assurance Companies’ Act of 1909 which
is as follows:~

¢ Fire Insurance Business; that is to say
the issue of, or the undertaking of Lability,
under policies of insurance against loss by or
incidental to fire.”

This definition is similar to that given in
the Bill introduced by Sir Charles Innes in
1925 which is as follows>—

“ Marine Insur Busi: »
the issue of, or the undertaking of Liability

licies of i inst loss or

damage to any vessel or to goods, wares,
merchandise or property of any kind im
transit by water.”
The last sentence is taken from the
Marine Insurance Act of 1906.

This definition is mainly based on the
definition in the Draft Bill contained in the
Clauson Committee’s Report 1927 which is
as follows:—

“ Motor Vehicle Business ”” that is to
say, the business of effecting contracts of
insurance against loss or damage to, or
arising out of, or in connection with the use
of, " 1-"-'1' lhin‘lparty
risks,”

This definition is similar to the definition
contained in the Canadian Act of 1928 which
is as follows:—

IJW, [ ) the M’—__v y Q
tary, Treasurer, Actuary and any other per-
son designated as “ officer”’ by the bye-
laws of the Company.”

This definition is similar to the definition
tained in the I Companies’ Act
1909, which is as follows:—

“ Employers’ Liability Insurance busi-
ness; that is to say, the issue of, or the
undertaking of liability under, policies in-

1 pl 3 inst liability to pay
compensation or damages to workmen in
their employment.”




NotEs

Reglstration.

CrAusEs oF GOVERNMENT BiLL.

(9) “prescribed” P ibed by rules mad¢
under this Act; and
(10) * Superintendent of | » the
officer appointed by the Governor-General-in.
C il to perf the duties of the Superin:
tendent of Insurance under this Act.

PART IL
Provisions applicable to insurers,

3. (1) No insurer shall, after the commencement ol
this Act, begin to carry on any clase of insurance busi
ness in British India, and mno insurer carrying oo any
class of insurance business in British India shall con.
tinue, after the expiry of three months from the com
mencement of this Act, to carry on any such business,

less he has obtained from the Superintendent of In.
surance a certificate of registration.




PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

¢ Indian Company:”

** Indian Company " means " a Company (other tharn
a Provident Insurance Sociely) incorporated by or under
the Laws of British India or an Indian State as defined
by Section 311 of the Government of India Act 1935
for the purpose of carrying on the business of insurance,
provided that three-fourths of its paid up capital is. held
in their own right by British Indian subjects domiciled i
India as defined by the said Section 311, and that three-
fourths of the Members of ils governing body are suck
British Indian subjects as aforesaid.”

“Non-Indian Company:”

* Non-Indian Company ™ means *' @ Company whick
is not an Indian Company as defined by this Act or @
Company incorporaied under the Laws of any foreign
country for the purpose of carrying on the business of
insurance, and having the facully or capacily under ils
Act or other instruments of incorporation fo carry on such
business throughout British India.”

PART IL

Provisions applicable to insurers.

.
REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

It has been mentioned in the Report of
the Indian Fiscal Commission 1921-22 page
133 that

“The settled policy of the Government of
India is that no concession should be given to
any firms in regard to industries in India un-
less such firms have a proportion at any rate
of Indian Directors and unless such firms allow
facilities for Indian apprentices to be trained
in their works.” This has been also empha-
sised in the Report of the External Capital
Committee, The Committee are not unmind-
ful of the provisions with respect to discrimi-
nation mentioned in Chapter III of Part V of
the Government of India Act 1935, In order,
however, that the provisions under Clause
3 (3) and Clause 48 of the Bill can be given
effect to, it is absolutely necessary to have
these two definitions. In the absence of these
definitions the ideas underlying several
clauses of the Bill will be frustrated. These
definitions will be y if and when pro-
tection to Indian Insurance Companies is des
cided upon., It is further apprehended that
in order to evade some of the provisions of
the Act and with a view to pass off as Indian
Insurance Companies some foreign companies
may promote and incorporate subsidiary com-
panies in-accordance with the Iaws of British
India but controlled by them and thereby ob-
tain the status of Indian Companies. These
two definitions therefore should be included.

PART IL

Provisions applicable to insurers.



Notes

VI of 1913.

VII of 1913,

)

CLAUSES OF GOVERNMENT BiLL.

Every applicati for registration shall be

accompanied by

()

(b)

a copy of the memorandum and articles of asso-
ciation, where the applicant is a pany and
incorporated under the Indian Companies Act,
1913, or, in the case of a firm or of a company
incorporated otherwise than under the Indian
Companies Act, 1913, a copy of the deed of
partnership or of the deed of constitution of
the company, as the case may be, or in
the case of an insurer having his prin-
cipal place of business or domicile outside
British India, the document specified in clause
(a) of section 49;

the name, add and the pation, if any,
of the directors and of the manager in British
India;

(c) a statement of the class or classes of insurance

(D)

business done or to be done, and a certificate’
from the Reserve Bank of India that the

t required to be deposited by section
5 bef: pplication for tion is made
has been deposited; and

where the provisions of section 4 apply, a de-
claration verified by an affidavit that the pro-
visions of that section as to working capital
have been complied with.



PROPOSED AMENDMENTS ' AND ADDITIONS TO THE
: GOVERNMENT BiLL.

Clause 3 (2) New Sub-clause (e):
Add sub-clause (e) to sub-clause (2):—

** In the case of a non-Indian Company a declaration
verified by an affidavil specifying in delails the disabilities
and/or requirements imposed upon Indian Companies ac-
cording o the Laws under which such non-Indian Com-
panies are incorporaled.”

Clause 3 (2), New Sub-clause (f):
Add the following sub-clause (f) to sub-clause (2):—
*“In the case of a non-Indian Company a declara-
tion verified by an affidavit declaring that it carries on its
independent business and issues policies in ils own name
al its principal place of business or domicile where. it has
its independent existence and is not merged in or amalga-
mated with ang other insurer.”™

REMARKS AND REAsONs FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

The Committee feel the necessity of such
a provision inasmuch as it will enable the
Governor-General-in-Council either to decline
registration under Clause 3 (3) or to impose
the same requirements snd/or disabilities
under Clause 48 of the Bill.

The Committee in their experience have
! 1 inst where foreign in-
surance companies although not carrying on
any insurance business in their own country
purport to do insurance business in India in
their own independent name. This is done
in order to secure more agents to compete with
Indian Companies. With a view to preVent‘
such a contingency the Committee have felt
the necessity of inserting such’ a sub-clause.




Nortes

CrLausES OF GOVERNMENT BILL.

(3) In the case of any insurer having his principal

place of busi or domicil tside British India,
the Governor-General-in-Council may direct the Super-
intendent of I to withhold registration or may

cancel a registration already made, if he is satisfied that
in the country in which such insurer has his principal
place of business or domicil panies incorporated in
British India are decbarred from carrying on the
business of insurance, or that any requirement imposed
on such insurer under the provisions of section 48 is not
satisfied.

(4) In the case of any insurer the Governor-General
in-Council may direct the Superi dent of | to
cancel a registration already made, if the insurer fails to
comply with the provisions of section 5 as to deposits.




PROPOSED AMENDMENTS AND ADDITIONS TO THE
" GOVERNMENT BILL.

" Clause 3 (3):
Delete the word ** may " in line 3 as well as in line 4
and substitute the word ** shall.”
Add at the end of sub-clause (3):—

“ or the insurer is not capable of fulfilling its obliga-
tions to the policyholders or is offering schemes which are
either actuarially or otherwise unsound.”

The amended clause will read as follows:—

*In the case of any insurer having his principal
place of busi or domicile outside DBrilish India, the
Governor-General-in-Council shall direct the Superintend-
ent of Insurance to withhold registration or shall cancel
a registration already made, if he is satisfied thai in the
country in which such insurer has his principal place of
busi or domicile, Companies incorporated in British
India are debarred from carrying on the business of in-
surance, or thal any requirement imposed on such insurer
under the provisions of Seclion 48 is not satisfied or the
insurer is not capable of fulfilling its obligations fo the
policy-holders or is offering schemes which are either ac-
tuarially or otherwise unsound."”

New sub=clause, 3 (5):
Add the following sub-Clause (5) to Clause 3:—

* The cerfificale of registration granted lo a non-
Indian Company shall expire on 31st day of March in
each year and may be renewed from year fo year subject
however to any qualification or limitation which is consi-
dered expedieni, provided thal such certificale may from
time lo time be renewed for any term less than a year.”

§

REMARKS AND REASONS FOR THE PROPOSED
AbDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel that no discretion
should be left to the Governor-General-in-
Council to withhold or cancel registration but
that it should be made obligatory for the
‘Governor-G I-in-C il to withhold or
cancel registration on the grounds men-
tioned in sub-Clause (3). In view of
this provision in the Bill, the Com-~
mittee, as already stated, are hatically
of the opinion that the definition of an * Indian
‘Company ** should be included in the Bill, as
otherwise a Company if registered in British
India may be wholly dominated or owned
directly or through their nominees by foreign-
ers in whose country of origin Indian Com-
‘panies are not permitted to work. No regis-
‘tration is h tobe g dto Indian
Companies not working in India on the 1st
day of January 1937 for a period of twenty
years as suggested in sub-Clause (7) of
Clause 3.

The Committee feel that in the case of
non-Indian Companies the certificate of regis-
tration should be renewed every year so that
the Superintendent of I may be in a
position to exercise an essential control over

Indian Companies operating in India to
the detriment of the Indian Insurance Com-
panies. It will be interesting to observe that
similar provisions exist in Canada and New
York as mentioned below:—

“ Foreign Insurence Co.”’s Act, Canada 1932”

Section 10 (2):

“ The certificate of registry shall expire
on the 31st day of March in each year, but
may be renewed from year to year or for any
term less than a year.”

New York Insurance Law 1935, p. 24.

Section 32:
 The certificate of authority granted by
the Superi dent of I , P t to
the provisions of this Chapter to a foreign in«
corporation to do busi in this state,
shall not remain in force for a longer period
than one year and all such certificates shall
expire on the 30th day of April of the year
next following the date of issue.”
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"PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

New sub-clause 3 (6):
Add the following sub-Clause (6) to Clause 3:—

* The certificate of registration granted lo an Insurer
may after giving reasonable notice be cancelled at any
‘time by the Governor-General-in-Council on the recom-
mendation of the Superintendent of Insurance, if it appears
to him that the Insurer conducts his business in such e
manner as lo affect adversely and unfairly the normal
growth and progress of Indian Insurance Companies.”

New sub-clause 3 (7):
Add the following sub-Clause (7) to Clause 3:—

* Notwithsianding anything to the conlrary conlain-
ed in this Act, no certificale of registration shall be grant-
ed for a period of 20 years from the date of the passing
of this Act to a non-Indian Company which was not o
the Ist day of January, 1937 carrying on the class or
classes of Insurance business for which the certificate is
applied for by such a Company, provided that the
Governor-General-in-Council may in his absolute discre-
tion from time lo time extend the said period of 20 years.

7

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

This clause is based on a somewhat simi«
lar clause contained in the New York Insurance
Legislation. Under the said legislation power
is given to the Superintendent to refuse to
issue any such certificate to a domestic or
foreign corporation if in his judgment such
refusal will best promote the interests of the
people of the State. In the opinion of the
Committee unfair foreign competition and
similar methods have prevented the healthy
growth of indigenous insurance companies and
it is therefore mecessary that such a power
should be reserved to the Governor-General-in
Council. The relevant clause is Clause 32 of
New York Insurance Law of 1935, page 24.

The reasons for adding this sub-clause
are obvious. According to the figures given
in the “Indian Insurance Year Book 1935
there are at present in India about 225 Com-
panies carrying on business of life insurance.
‘There are also about 145 Companies carrying
on the business of all kinds of insurance other
than life. In the case of Indian Life
Insurance Companies and particularly the
newly formed Companies, it is essential
that sufficient time and opportunity
should be given to them to consolidate their
position. By reason of the proposed addition

of such a sub-cl Life I C
will get ample time to secure their due
share in the total busi of life & tran-

sacted in India. The clause is not intended,
however, to affect those non-Indian Insurance
Companies which are already operating in
India. As regards Indian Companies carry-
ing on the business of all kinds of Insurance
other than life, it is imperative that they
should be given time and opportunity to grow.
The number of Indian Companies doing insus
rance business other than life is quite insigni-
ficant pared to the ber of foreign
companies operating even now in India.
Out of the total ber of 145 Companies,
there are 14 Indian Companies and 131 Non-
Indian Companies. The Committee feel the
necessity of preventing new foreign com-
panies from operating in India so that the

5 [ L5 Py

existing Indian Comp may
their position and have their due share in the
total i busi i ted in India.

This recommendation is not in the natura of
protection to Indian Companies as it does not
affect the Indian Compani Iready
working in India at present.  With the in-
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PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

New sub-clause 3 (8):
Add the following sub-Clause (8) to Clause 3:—

* Before issuing the certificale of registration fo an
Insurer, the Superintendent of Insurance must be satisfied
that the name of the Insurer is not that of any other exist-
ing Insurer, or any name liable to be confounded there-
with, or otherwise on public grounds objectionable.”

New sub-clause 3 (9):
Add the following sub-Clauses (9 a & b) 1o Clause 3:—
9.a) “Nolwithstanding anything o the contrary in
this Acl, no certificate of regisiration shall be granted to
a Non-Indian Company unless as a condition io the grant
of such certificate such Non-Indian Company agrees
to effect reinsurances relating io its business of every kind
of Insurance other than life transacted in India (whether
the policy or policies in respect thereof is or are issued in
India or elsewhere) to the exient of one lenth of the total
amount insured under each and every policy issued by it
in respect of such business with Indian Companies holding
a cerlificate of regisiration under the Act, unless a cerlifi-
cate is obtained from the Superiniendent of I that
such Insurance cannot be effected with any of such Indian
Companies.”

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

creased restrictions on Insurance companies
under the Bill, it cannot be expected that new
indig i compani doing
general business would be established in India
unless some restriction on nmew foreign Com-
panies as suggested here is put. It
is apparent from the large number of non-
Indian Companies working in India that there
is scope for Indian talent and capital in this
direction provided foreign competition is
curbed. At present however the promoters

of Indian Companies doing g I busi
are very shy as would be seen from the dates
of tahlich t of L1 g Tnd: Com-
panies ;——

No. of Companies established

before 1920 .. .. 8
Between 1921 and 1930 e 2
Between 1931 and 1937 .. 4

Even in this small number there are few Com~
panies which will not be considered Indian
Companies according to the definition of an
¢ Indian Company ” as given by our Com-
mittee above. This shows the necessity of
adding the Sub-clause as suggested here.

This sub-clause is based on a similar
clause in the Canadian Act of 1928., There
is a similar cl in the Indian Companies’
Act, Section 11. But the office of the Regis-
trar of Joint Stock Companies is a provincial
office which may have no knowledge about
the names of all insurers in India. Under
the circumstances, the new sub-clause as sug-
gested is necessary.

The position of Indian Insurance Com-
panies as compared to that of non-Indian com-
panies working in India has been described
above. As salready mentioned there is an
overwhelming number of non-Indian com-
panies doing g l busi who have been
in India for a very long time and have formed
connections thereby preventing the small num-
ber of Indian companies working in India from
getting the business of their own countrymen.
In order that the Indian companies may secure
such business it is necessary to have in the Act
a provision as suggested in this new sub-
section. In case the Indian companies are un-
able to accept the business to be offered to
them under this Section there is a provision by
which the non-Indian companies will be re-
lieved of their obligation. Unless non-Indian
companies are obliged to give the insurances
to Indian companies as suggested there will be
no incentive for the promotion of new com-
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Requirements
as to capii

Depouits.

Crauses oF GOVERNMENT BiLL.

4. No firm established or pany incorp d in
British India after the 3lst day of December, 1936, for
the purpose of carrying on the business of life insur-
ance, whether solely or in common with any other
business, shall be registered unless it has a paid up
capital sufficient to yield a net sum of not less than
fifty thousand rupees as working capital.

5. (1) Every insurer shall, in respect of the i
business carried on by him in British India, deposit and
keep deposited with the Reserve Bank of India for and
on behalf of the Governor-General-in-Council cash or
Government securities estimated at the market value of
the securities on the day of deposit, of the amount here-
after specified, namely :—

(a) where the business done or to be done is life

insurance only, two hundred th d rup

. (b) where the business done or to be done is fire
insurance only, one hundred and fifty thousand
Tupeces; :



PROPOSED AMENDMENTS AND ADDITIONS TO THE - REMARKS AND REASONs FOR THE PROPOSED
GOVERNMENT BiLL. ADDITIONS, AMENDMENTS AND ALTERATIONS.

panies in India doing general business, Legis-
lation on somewhat similar lines was suggested
in Ireland and already exists in Turkey and
Chile.

9.5) “The Commission payable to such Non-Indien
Companies on such reinsurances shall be at ithe rale of
fiwe per cent more than the actual commission paid, the
rate of such actual commission not being more than the rate
of commission payable under this Act lo an insurance egent.”

Clause 4: The addition seems obvious if the words
Add at the end of Clause 4 the following words:— “working capital” are to have any mean-
“ exclusive of the deposits to be made under this ing.

v Act and also exclusive of the preliminary expenses which
- Company may incur in ils formation.”

Clause 5 (1): By the proposed addition, the Insurer
Add after the words “Government Securities” in line will be in a position to make deposits in
5 the following:— . Mumicipal and Port Trust Loans of different
. i 5 , . i which may give a litle higher

or securities as specified in Section 20 (b), (bb) provinces, o
and (d) of the Indian Trusts Act Il of 1882." yield than in Government Securities. The
suggested addition does not permit mort-
Zages. For ready ref the rel t

sections of the Indian Trusts Act are re-
produced here—

20. “(b) in bonds, debentures and
annuities charged by the Imperial Parliament
on the revenues of India: )

20. “(bb) in India three and a half per
cent stock, India three per cent stock, India
two and a half per cent stock, or any other
capital stock which may at any time hereafter
be issued by the S y of State for India in
Council under the authority of an Act of
Parliament and charged on the revenues of
India,

20. “(d) m debentures or other securities
for money issued, under the authority of any
Act of a Legislaty tablished in British
India, by or on behalf of any municipal hody,
port trust or city improvement trust in any
Presidency town, or in Rangoon Town, or by
or on behalf of the trustees of the port of
Karachi.”
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(c) where the business done or to be done is mrin;
insurance only, one hundred and fifty thousand
rupees;

(d) where the business done or to be done is accident
and miscell i includi works-
men's compensation and motor car insurance,
one hundred thousand rupees;

(e) where the business done or to be done includes
life insurance and any one of the.three classes
specified in clauses (b), (c) and (d), three
hundred thousand rupees of which two hundred
thousand rupees shall be the deposit for life
insurance business;

(f) where the business done or to be done includes
life insurance and any two of the three classes
specified in clauses (b), (c) and(d)four hundred
thousand rupees of which two hundred thou-
sand rupees shall be the deposit for life insur-
ance business; .

(g) where the business done or to be done includes
life insurance and all three classes specified in
clauses (b), (c) & (d), four hundred and fifty
thousand rupees of which two hundred thousand
rupees shall be the deposit for life insurance
business;

(h) where the business done or to be done does not
lude life i but includes any two of

the classes specified in clauses (b), (¢) & (d),
two hundred and fifty thousand rupees; and

(i) where the business done or to be done does not
lude life i but includes all three

| pecified in cl (b), (¢) and (d),
three hundred and ffty th d rupees.




PROPOSED' AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

Clawe 5 (1) (c):
Instead of the word “‘marine” substitute the words
“accident and motor vehicle™.

Clause 5 (1) (d):

Add between the words “is” and “accident” in line
one the word “personal” and delete the words “and motor
car insurance” in line three.

10

REeMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

Comparatively the Marine business in
India is very small, but the Committee feel
that larger deposits should be required for
Motor Vehicle Insurance.

The Committee in their original report
and draft bill had recommended that larger
deposits should be required from non-Indian
Companies, but in view of Clause 48 of the
Bill the Committee do not press this point
for larger deposits, provided it is made obli-
gatory under Clause 48 of the Bill for the
Governor-G l-in-C il to imp upon
non-Indian Companies the same requirements
as are required of Indian Companies in their
countries.
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(2) Where the deposit is to be made by an insurer
incorporated before, or carrying on the business of in-
surance before, the lst day of January, 1937, in respect
of any class of business carried on by him at that date
the deposit referred to in sub-section (1) may be made
in instalments of not less than one-fourth the total

t bef the application for registration is made,
not less than one-half the balance before the Ist day
of January, 1939, and the balance before the Ist day
of January, 1940.

(3) Where the deposit is to be made by an insurer
incorporated after, or commencing business after, the
31st day of December, 1936, the deposit may be made in’
instalments of not less than one-half the total amount
before the application for registration is made, not less
than one-half the balance before the expiry of one year
from the t of b and the balance
before the expiry of two years from the commencement
of business. )

(4) No class of insurance business in addition to the
class or classes in respect of which an insurer is already,
liable to make a deposit under sub. ion (1) shall be
undertaken by the insurer until the deposit to which he
is already liable has been made in full, and the addition-:
al deposit required in respect of the additional class of
business has also been made.

(5) Securities already deposited with the Controllex
of Currency in compliance with the Indian Life Assurance
Companies Act, 1912, shall be transferred by him to the
Reserve Bank of India and shall, to the extent of thei:
market value on the day of the first deposit made in,,
compliance with this Act, be d d to be deposit ’
under this Act in respect of the life insurance business
of the insurer. )




PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

Clause 5 (2):

: Delete the words ** in instalments of not less than one-
“fourth the total amount before the application for regis-
tration is made, not less than one-half the balance before
“the Ist day of January 1939, and the balance before
“the Ist day of January 1940 " and substitute the follow-
ing words:— '

. ““in seven instalmenis the fist of such instalment
should be not less than one-fourth the total amount 1o be
paid before the application for registration is made and
the balance of deposit to be made in six equated instal-
ments; the second instalment to be paid before I1st
January 1939 and the subsequent instalments to be paid
on the 1st day of January in each succeeding year.”

Clause 5 (3):
Add in line I after the word ** Insurer ** the following
words:—

“ other than a non-Indian Company.”

11

REMARKS AND REASONS FOR THE JPROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The proposed amendment is suggested
by the Committee in order to give sufficient
time to ller existing C. ies for making
the full statutory deposit. If the clause con-
tained in the Bill is allowed to pass it will act
as a great hardship particularly to composite
companies,

Non-Indian Companies which decide to
extend their activities to British India should
be prepared to pay the full deposits required
under the Act. When a Company goes out
to foreign lands it is supposed to be of some
standing in its country of origin and it can pay
such deposits without hoping for instalments.
The system of instalments might tempt some
companies which are not financially strong to
come to India and make experiments in the
Indian ket perhaps to the detri of
Indian indigenous Companies. To avoid such
a possibility the Committee have recom-
mended that the concession of making the sta-
tutory deposit by instalments should mnot be

xtended to Indian C i




CLAUSES OF GOVERNMENT BiLL.

(6) A deposit made in cash shall be invested in
Government securities, and any interest accruing due on
securities deposit under sub-section (1), or oa securi-
ties in which a deposit made in cash has been invested,
shall be paid to the insurer, subject only to deduction
of the normal commission chargeable for the realization
of interest.

(7) The insurer may at any time, and, if the Reserve
Bank of India requires him to repl securities maturing
for repayment shall, substitute for securities lodged with
the Bank under this section other Government
securities of equal value at the market rate prevailing
at the time of substitution.

(8) If any part of a deposit made under this section
is used in the discharge of any liability of the insurer,
the insurer shall be deemed to have failed to comply
with the requi ts of sub-section (1), unless the de-
ficiency is supplied by the deposit of further securities

within a period of one month,

l:fuedr:;::m 6. (1) Any deposit made under section 5 shall be
deemed to be part of the assets of the insurer but shall
not be susceptible of any assignment or charge; nor
shall it be available for the discharge of any liability of
the insurer other than liabilities to policyholders arising
out of their policies of insurance so long as any such
liabilities remain undischarged; nor shall it be liable to

h t in tion of any d pt a d

obtained by a policyholder of the insurer in respect of a
debt due upon a policy which debt the policyholder has
failed to realise in any other way.

(2) Where a deposit is made in respect of more than
one of the cl of i pecified in cl (a),
(b), (c)and(d) of sub-section (1) of section 5, the deposit
made in respect of any one of such classes shall not be
available for the discharge of any liability of the insurer
other than liabilities to policyholders of that class sc
long as any such liabilities remain undischarged.

E:;::g._ﬁf 7. Where an insurer bas ceased to carry on in British
India any class of i b in respect of which a
deposit has been made under section 5 and his liabilitiet
in British India in respect of business of that class have
been satisfied or are otherwise provided for, the Courl
may, on the application of the company, order the
return to the insurer of so much of the deposit as does
not relate to the classes of insurance, if any, which he

continues to carry on.

Separation of 8- (1) Where the insurer carries on business of more

gccounts 83d 41 an one of the cl pecified in cl (a), (b)), (c)
and (d) of sub-section (1) of section 5, he shall keep a
t of all ipts and pay ts in respect

of each such class of insurance business.
(2) Where the insurer carries on the business of life
the of ipts over payments in respect
of such business shall be carried to and shall form a
separate fund to be called the life insurance fund and
the deposit made by the insurer in respect of life in-
surance business shall be deemed to be part of such
fund.




PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL,

Clause 5 (6):

Delete the whole clause and substitute the following :—

“A deposit made in cash shall remain with the
Reserve Bank of India to the credit of the Insurer and
shall be returnable to the Insurer in cash under any of
the provisions of this Act and any interest accruing due
on securities deposited under sub-Section (1) shall be paid
to the Insurer.”

Clause 5 (7):
Delete the word " Governmenl” in line 4 and substi-

tute the word ** permissible " and add at the end of the
word “ or equivalent cash.”

12

REMArks AND REASONS- FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

The deposit made in cash is with a view
to avoid fluctuations in the market and it is
fair that if a deposit is made in cash the
same should be made returnable in cash. As
regards interest no commission is charged by

Government on ities deposited at p t
and the Committee see no reason why the
P arr t should be changed
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Accounts and
balance
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{(3) The life insurance fund shall be as absolutely
the security of the life policy-holders as though it bes
longed to an insurer carrying on no other businesa than
life insurance business and shall not be liable for any
contracts of the insurer for which it would not have
been liable had the business of the insurer been
only that of life insurance and shall not be applied
directly or indirectly for any purposes other than those
of life insurance.

9. (1) Every insurer, in the case of an insurer spe~
cified in clause (ii) or clause (iii) of sub-clause
(a) of clause (7) of section 2 in respect of all i
business transacted by him, and h the case of any other:

insurer in respect of the i b ted
by him in British India shall nt the expiration of each
calendar year prepare with r to that y 5
(a) in accordance with the regulations contained im
Part 1 of the First Schedule, a bal
sheet in the form set forth in Part Il of thai
Schedu]e.

(b) in accordance with the regulations contained;
in Part | of the Second Schedule, a profit and,
loss account in the forms set forth in Part IL
of that Schedule, except where the insurer:-
carries on business of one class only of the
1 ified in cl (a), (b) and (c¢) oﬁ’
sub-sectxon (1) of section 5 and no other
business;

(c) in respect of each class of insurance business
carried on by him in accordance with the
regulations contained in Part I of the Third
Schedule a revenue account in the form or
forms set forth in Part Il of that Schedule
applicable to that class of insurance business. ’



PRrOPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

Clause 9 (1):
Delete the word * British™ in line 6.

‘New Clause 9 (1) (d):
Add the following Clause 9 (1) (d).
A statement showing—

(A) as regards new policies of Life Assurance in
respect of which @ premium has been paid in
the year of account,~—

(i) the number of policies,

(ii)' the sums assured,

(iii) the amount reccived by way of single pre-
miums (including all premiums paid at the
outsel where no subsequent premium. is

_ payable), and

(iv) the amount of yearly renewal premium in-
come;

(B) as regards total Life Insurance Business—

(i) the number of policies in force at the end of
the year of account, and

(ii) the sum assured (including reversionary bonus
addition thereto} under policies in force at
the end of the year of account, and

(iii) the premium income for which credit is laken
in the revenue account

13

KEeEMARks AND REAsONS FOorR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

It is mecessary that all the returns to be
useful should be for the whole of India and
not merely British India.

This reproduces that part of Section 7 of
the Indian Insurance Act of 1912 which ap-
pears to have been left out by an oversight.
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VIl of 1913,

VI of 1912

Audit,

VII of 1913,

VIl of 1913,

CLAUSES OF GOVERNMENT BiLL.

(2) Unless the insurer is a company to which the
Indian Companies Act, 1913, applies, the accounts and
statements referred to in sub-section (1) shall be signed
by the insurer, or in the case of a company by the
chairman and two directors and the principal

1 of the pany, or in the case of a fim
by two partners of the firm, and shall be accom-
jed by a stat t taini the and

descriptions of the persons in charge of the manage-
ment of the business during the period to which such
accounts and statements refer and by a report by such
persons on the affairs of the business during that period.

(3) Where an insurer carrying on the business of in-

at the t of this Act has prepared

the balance sheet and accounts required by the Indian

Life Assurance Companies Act, 1912, or has based his

accounts upon the financial and not the calendar year,

the provisions of this section shall, if the Governor-

General-in-Council so directs in any case, apply until the

31st day of December, 1939, as if in sub-section (1)

references to the calendar year were references to the
financial year.

10. The accounts of every insurer, in the case of an

i pecified in cl (ii) ot clause (iii) of sub-
1 (a) of cl (7) of jion 2 in respect of all
i busi tr ted by him, and in the case of
any other i in respect of the i busi;

transacted by him in British India, shall, unless they are
subject to audit under the Indian Companies Act, 1913,
‘be audited annually by an auditor, and the auditor
shall in the audit of any such accounts have the powers
and ise the f ted in and discharge the
duties imposed on auditors of panies by ti
145 of the Indian Companies Act, 1913.




PRoOPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

(C) as regards claims the amount of the claims paid
in the year of account under policies effected
in India,—

(i) to claimants in India, and

(ii) to claimanis outside India.

(D) For the purpose of Clause 9 (1), A,B,C
all items required to be stated shall be net amounts after
deduction of the reinsurances of the Company’s risks, and
for the purposes of sub-clauses (A), and (B) of that
Clause—

(a) the statement shall show separately the numbers
and ts in respects of policies effected in,
and policies affected outside India;

(b) where a sum assured is ‘payable periodically,
whether by way of an annuily or otherwise,
il shall be siated separately from lump sum
.paymenis; and

(c) policies of assurance upon the lives of a
group of persons whereby sums assured are
payable in respect of several persons included
in the group shall be excluded from the state-
ment containing the like particulars.”

‘14

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.
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11. (1) Every insurer carrying on life insuranes
business shall, in the case of an insurer specified in clause

(ii) orcl (iii) of sub-cl (a) of 1 (7) of sec-
tion 2 in respect of all life i t ted
by him and in the me of any other insurer in respect of
the life i tr ted by him in

British India, once in every five years cause an investi-
gation to be made by an actuary into the financial con-
dition of the life insurance business carried on by him,
including a valuation of his liabilities in respect thereto
and shall cause an abstract of the report of such
actuary to be made in accordance with the regulations
contained in Part I of the Fourth Schedule and in
conformity with the requirements of Part II of that’
Schedule.

(2) The provisions of sub-section (1) regarding the
making of an abstract shall apply whenever at any other
time an investigation into the financial condition of an
insurer is made with a view to the distribution of profits
or to the ascertainment of the exact financial condition
of the insurer.

(3) There shall be appended to every such abstrack
as is referred to in sub-section (1) or sub-section (2)
a certificate signed by the principal officer of the i
that full and accurate particulars of every policy under
which there is a liability either actual or contingent
have been furnished to the actuary for the purpose of !hqz
investigation. P

(4) There shall be appended to every such nbstmcn
a stat t, in formity with the requirements o%
Partllofﬂ\eFifthc""‘and,r d in d-




1 PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

. Clause 11 (1):
" Delete the word “ Britisk™ in line 7 and add the
following words between * India and * once ":—

; ** as defined by Section 317 of the Government of
India Act 1935 at least ™

Clause 11 (2):

Add between the words “investigation”™ and *into™
in line 3 the following words:—

* under the Act™
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REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

The Committee are of the opinion that
it is difficult to distinguish bhetween business
transacted in British India and that transacted
in Indian States; moreover, the considerable
labour involved would not serve any useful
purpose unless business from the whole of
India is included. A proposal may be re-
ceived from a person residing in an Indian
State by a non-Indian Company at its princi-
pal office in British India, and if such a propo-
sal is pted by the principal office, then
according to law the business is deemed to be
transacted in British India. Moreover, some
non-Indian Companies may resort to a device
by which they may evade the provisions of the
Act by having a principal office or a Branch
office in an Indian State at which even pro-
posals from residents in British India may be
accepted. In order to avoid such a contin-
gency the Committee suggest that the Actua-
rial Report and ahstract should be made in
respect of the life i busi ted
in the whole of* India as defined by the
Government of India Act 1935. The existing
requirements regarding returns apply also to
the business, etc., of the whole of India and
not merely to British India.

In September 1928 when the Govern-
ment ded the Indian I Act the
Select Committee changed the words “British
India” to “India” and Sir Phiroz Sethna re-
marked in the Council of State as follows:

“l am glad the Select Committee have altered
the words throughout the Bill from *‘Brilish India™
to “India™. They have cerlainly done so because
we require figures of premiums, claims, eic., of all
Indian and non-Indian companies on the business done
by them throughout the whole of India.”

It is a surprise that this Bill has receded
from the existing provisions.

The proposed addition is necessary in
view of the fact that many companies would
like to have their own investigation made for
office purposes for which it is not necessary
to f in details to the provisi of
sub-Section (1) of Section 11,
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ance with the regulations contained in Part | of that
Schedule, of the life insurance business in force at the
date to which the of the i are made up
for the purposes of such abstract: )

Provided that, if the investigation referred to in
sub-sections (1) and (2) is made lly by any i X
the statement need not be appended every year but shall
be appended at least once in every five years,

(5) Where an investigation into the financial condition
of an insurer is made as at a date other than the expiras
tion of the year of account, the accounts for the period
since the expiration of the last year of account and the
balance sheet as at the date at which the investigation
is made shall be prepared and audited in the manner
provided by this Act.

12, (1) The audited and stat. ts referred
to in section 9 and the abstract referred to in section |§
shall be printed, and four copies thereof shall be fur

. ! §
nished as returns to the Superintendent of Insurance in
the case of the documents referred to in section 9 withir
three months and in the case of the abstract referred to
in section 11 within six months from the end of the;
period to which they refer: .

Provided that the said periods shall in the case of

" insurers having their principal place of business or

domicile outside British India be extended by tln'eé
months, and provided further that the Governor<
General-in-Council may in any case extend the time
allowed by this sub-section for the furnishing of such
returns by a further period not ding three the.,

(2) Of the four copies so furnished one shall be signed

in the case of a pany by the chail and two
directors and by the principal officer of the company,
and, if the pany has a ing di by that

director, and, in the case of a firm, by two partners of the
firm. :

(3) Where the i 's principal place of busi or
domicile is outside British India, he shall forward to the
Superis dent of I along with the documents

referred to in section 9, either the balance sheet, profit
and loss account and revenue account which the insurer
is required to file with the public authority of the country
in which the insurer is constituted, or, in lieu thereof,
a certified statement showing the total assets and
liabilitiea of the insurer at the close of the period
covered by the said documents and his total income
and expenditure during that period.

(4) If default is made in complying with the provisions
of this section, any person knowingly and wilfully guilty
of the default shall be punishable with fine which may
extend to five hundred rupees for every day during

which such default continues.




{PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BiLL.

Clause 12 (1):

Delete the word ** ihree ™ in line 6 and substitule the
word * six™ and delete the word * six " in line 7 and
substitute the word ** twelve.”

Clause 12 (2):

Add after the word * Managing Director” in line
4 and after the word ** Director ™ in kne 5, the following
words —

“ or managing ageni™

18

REMARKS AND REASONs FOR THE Proposen
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel the necessity of giving
sufficient time to i for submission of
returns, The existing Act also allows the
same period suggested by the Committee for
the purpose. It must be particularly stressed
that “ three months”’ would be impossible
even for a Company which has substantial
Branches in different parts of India, fur-

ther it appears to have been overlooked that

some Indian Companies transact a world wide
business, and must have adequate time to
secure returns of business, and from
far-distant agents.

The Committee suggest the continuation
of the Managing Agency and the Bill con-
templates the continuance of Managing Agents
for some time at least. The proposed addi-
tion, therefore, to be y.
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13. (1) Where, by the law of the country in which an
insurer, not being an i pecified in cl (ii) oe
1 (iii) of sub-cl (a) of cl (7) of section 2, is
constituted, incorporated or demiciled, the insurer is
required to prepare and to furnish to a public authority
of that country d ts of sub ially the same

as the d ts required to be furnished as re.
turns in accordance with the provisions of section 12, the
Provisions of sub-section (2) of this section shall apply to
such insurer in lieu of the provisions of sections 9 to 12,

(2) The insurer shall, within the time specified in
sub-section (1) of section 12, furnish to the Superinten~
dent of Insurance four certified copies of every balance
sheet, account, abstract and statement supplied to the"‘
public authority referred to in sub-section (1) of this
section, and, in addition thereto, four copies of each of
the following statements, namely:— '

(a) a statement showing the assets held by the
insurer in British India, and

(b) for each class of insurance business carried on
by him, a revenue account in the form or forme
set forth in Part Il of the Third Schedule.
applicable to that class of business, showing

p ‘: with pect to et tr " Jl
by the insurer in British India the details re~
quired to be supplied in a revenue account fur<
nished under this clause of this sub-section.




 PROPOSED AMENDMENTS AND ADDITIONS TO THE
GovERNMENT BILL.

Clause 13 (2) (a):
Add after the words * British India™ the following
words:—

““ in trust for the sole benefil of holders of policies
issued in British India.”

Clause 13 (2)—New Sub-clause (¢):
Add the following sub-Clause (c) to Clause 13
(2):—

** an absiract of the valuation report in respect of
all life insurance business transacted by the Insurer in India
as defined by Section 311 of the Government of India Act
1935 prepared in the manner required by Section I1, sub-
Section (71).”

17

RemARKs AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel that there is no
necessity for the Clause 13 to be included in
the Act. It has been the demand of the
Indian public that Indian Compani
working in India should furnish all the
of their Indian business which Indian Com-
panies have to furnish regarding their bust
Such a provision has been made in Sections
9 to 12, This Section however, might nullify
what has been provided in Sections 9 to 12.
This Section should therefore be deleted. If
however, it is kept the amendmends and addi-
tions suggested hereunder will be absolutely

necessary.

It is absolutel y in the interest
of the Policyholders in India of non-Indian
Companies that sufficient assets should remain
in Trust for them. In case of War or in case
of liquidation of a mon-Indian Company
Indian policyholders can look upon only these
assets in Trust for their safety. Merely
keeping some imvestments in India will not

-serve the purpose as these investments will

otherwise form part of the total assets of that
Company in which all the creditors will be
sharers. The Committee have, therefore, re-
commended that the assets to be maintained
by the Indian C jes under Clause
23 (2) shall remain in British India in trust to
meet all outstanding liabilities in respect of
policies issued by them and the proposed
addition, therefore, is necessary.

The Committee think that a non-Indian-
Company should file a valuation report of
their entire business transacted in India, as the
Committee are doubtful as to whether the
clause as drafted by the framers of the Bill
would compel them to file such a valuation
report. It is absolutely necessary that such
a valuation report should be filed in order to

ble the Superintendent to ise prop
control over them, to know the manner in
which their business is transacted in India and
to ascertain their liabilities to Indian Policy~
holders.
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(3) The Governor General in Council may, by notif
cation in the Gazette of India, specify the countrie
which shall be deemed to bave made by law the provi
sions necesthry under sub-section (1) to render th
provisions of sub-section (2) applicable to insurers o
those countries.

14. Where an insurer, being a company incorporate&
under the Indian Companies Act, 1913, in any yea
furnishes his ts and bal heet in accordance
with the provisions of section 12, he may at the sam¢
time send to the Registrar of Companies a copj
of such and bal heet; and where
such copy is so sent it shall not be necessary for the
company to file a balance.sheet with the Registrar
as required by sub-section (1) of section 134 of thal
Act and the copy of the accounts and balance-sheet
so sent shall be dealt with in all respects as if they were
filed in accordance with that section.

15. Every insurer shall furnish to the Superintendent
of Insurance a certified copy of every report on the
affairs of the ern which is submitted to the b
or policy-holders of the insurer immediately after its
submission to the members or policy-holders, as the
case may be.

16.Every insurer, being a company incorporated
under the Indian Companies Act, 1913, shall fumish
to the Superintendent of Insurance an abstract of the
proceedings of every general meeting of the company
within fifteen days from the holding of the meeting to
which it relates.



| PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

' Clause 13 (2)—New Sub-clause (d):
Add the following sub-Clause (d) to Clause 13
(2)—

* A declaration in the prescribed form stating that
all amounts and other items received by the insurer directly
or indirectly in any manner or from his Head Office or
from any other source outside India have been shown in
the revenue account.”

Clawse 13 (2)—New Sub-clause (e):
Add the following sub-Clause (e) to Clause I3 (2):~—
** All other reiurns.in respect of such Life Insurance
business as aforesaid as are required of an Insurer specified
" in Clause (ii) or Clause (iii) of sub-Clause (a) of Clause
7 of Section 2 under the Act or the rules made thereunder.”

Clausg 15: -

Add between the words ! Policyholders™ and " as™ in
ling 5 the following wards:—
* at their respective meetings.”

Clause 16:
Delete the word * fijicen™ in ling 5 and subsiitute
the word " thirty."

18

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel the necessity of such
a provision being inserted in the Act in view
of the fact that some Indian Compani
have, in the past, obtained funds from their
Head Offices in order to pay extra commissions
or to carry on unfair competition with exist-
ing companies. Such a provision will bring
to the notice of the Government and the public
the exact amount received from outside India
by non-Indian Companies.

It is necessary that these returns should
also be filed on the grounds stated above and
in order that the public may ascertain the
exact position of the Insurer. '

It is but just and fair that the reports
should be furnished to the Superintendent after
they are submitted to the members of a Com-
pany at their meeting.

Fifteen days period is too short and if
the pr dings are furnished to the Sup.
intendent within thirty days, no harm would
be done to anyhody.
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(3) The Governor General in Council may, by notifi-
cation in the Gazette of India, specify the countries
which shall be deemed to have made by law the provi-
sions necesfary under sub-section (1) to render the
provisiona of sub-section (2) applicable to insurers of
those countries.

KemPialy.  furnishes his ts and bal heet in accordance
with the provisions of section 12, he may at the same
time send to the Registrar of Companies a copi
of such ts and bal heet; and where
such copy is so sent it shall not be necessary for the
company to file a balance-sheet with the Registrar
as required by sub-section (1) of section 134 of that
Act and the copy of the accounts and balance-sheet
so sent shall be dealt with in all respects as if they were
filed in accordance with that section.

Furnishing 15. Every insurer shall furnish to the Superintendent
of reporta. ¢ Ieurance a certified copy of every report on thd
affairs of the ern which is submitted to the members
or policy-holders of the insurer immediately after its
submission to the members or policy-holders, as the

case may be.

Abatroce 9 16, Every insurer, being a company incorporated
o gmertl  nder the Indian Companies Act, 1913, shall fumish
to the Superintendent of Insurance an abstract of the'
proceedings of every general meeting of the companyf
within fifteen days from the holding of the meeting to;

which it relates.



PROPOSED AMENDMENTY ANR ADDITIONS TO THE
‘GOVERNMENT BiLL.

Clause 13 (2)~—New Sub-clause (d):
Add the following sub-Clause (d) to Clause 13
(2)>—

" A declaration in the prescribed form stating that
all amounts and other items received by the insurer directly
or indirectly in any manner or from his Head Office or
from any other source outside India have been shown in
the revenue account.” "

Clause 13 (2)—New Sub:clause (e);

Add the following sub-Clause (e) o Clause 13 (2):—
* All other returns.in respect of such Life Insurance

business as aforesaid as ave required of an Insurer specified

in Clause (ii) or Clause (iii) of sub-Clause (a) of Clause

7 of Section 2 under the Act or the rules made thereunder.”

Clausg 15:

Add between the words ** Policyholders " and " as” in
ling 3 the following words:—
" at their respective meetings.”

Clause 16: .
Delete the word * fifteen” in ling 5 and substitule
the word * thirty."

18

REMARKs AND REAsoNs FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel the necessity of such
a provision being inserted in the Act in view
of the fact that some Indian Compani
have, in the past, obtained funds from their
Head Offices in order to pay extra commissions
or to carry on unfair competition with exist«
ing companies. Such a provision will bring
to the notice of the Government and the public
the exact amount received from outside India
by Indian Compani

It is mecessary that these returns should
also be filed on the grounds stated above and
in order that the public may ascertain the
exact position of the I )

It is but just and fair that the reports
should be furnished to the Superintendent after
they are submitted to the members of a Com-
pany at their meeting.

Fifteen days period is too short and if
the proceedings are furnished to the Super-
intendent within thirty days, no harm would
be done to anybody.
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‘i‘:“:;te‘::dtlynan"ff 17. (1) Every return furnished to the Superintende:
o ety Of I or a certified copy thereof shall be kept by
of copies.

Powers of
uperin.
tendent of
Insurance
regarding
seturne.

Power of
Superin.
tendent to
order.
re-valuation,

the Superintendent and shall be open to inspection:
and any person may procure a copy of any such retum,
or of any part thereof, on payment of a fee of six annax
for every hundred words or fractional part thereof
required to be copied.

(2) A printed copy of the accounts, statementsi
and abstract furnished in accordance with the provisions:
of section 12 or section 13 shall, on the application of
any shareholder or policy-holder, be supplied to him by
the insurer within fourteen days of such application,

18. (1) If it appears to the Superintendent of
Insurance that any return fumished to him under the
provisions of this Act is inaccurate or defective in any
respect, he may—

(a) require from the insurer such further informa-
tion, certified if he so directs by an auditor
or actuary, as he may consider necessary to
correct or supplement such return; or

{(b) call upon the insurer to submit for his examina-

d +

tion any book of t, ister or
or to supply any statement; or
(c) require any offi of the i to give évir

dence before him on oath; or

(d) decline to accept any such return until he is
satished that the inaccuracy has been corrected
or the deficiency has been supplied;

and if he declines to accept any such return, the insuter
shall be deemed to have failed to comply with the pro-
visions of section 12 relating to the furnishing of

(2) The Court may on the application of an i
cancel any order made by the Superintendent under
clause (a), (b) or (c) or may direct the acceptance of any
return which the Superi dent has declined to accept,
if the insurer satisfies the Court that the action of the

Superintendent was in the

able.

19. If it appears to the Superintendent of Insurance
that an investigation or valuation to which section |1
refers does not properly indicate the condition of the
affairs of the insurer by reason of the faulty basis adopt-.
ed in the valuation, he may cause an investigation and
valuation to be made by an actuary appointed by him-
self.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
.GOVERNMENT BiLL.

Clause 17 (1):

- Delete the word * person" in line 4 and substitute
the following words:—

! ** member or policyholder of an insurer ™ and add
after the word “ return™ in the same line the following
words :— '

* filed by such insurer

Clause 17 (2):

Add between the words * policyholder ™ and -** be
supplied ™ in line 4 the following words>—
’ * made within one year from the filing of such
documents ™

Delete the word ** fourieen ™ from line 5 and subslti-
tute the word ** thirly.”

. Clause 19:
Add between the word “may™ and the word
“cause” in line 5 the following words:—

** with the consent of the Governor-General-in-
Council ™

19

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel that no person should

bave the right to have copies of returns fur-
ished to him unless he is a member or a sh

holder of the Company copies of whose returns
are required,  The public should no doubt
have the right to inspect the returns which is
given by this clause.  The public have also
an access to the Blue Books published by the
Government, which give a summary of the
returns of all Companies.

The Committee feel that if the clause as
drafted is allowed to pass into Law it will en-
tail unnecessary burden on the Insurer as any
shareholder or policyholder may even require
him to furnish very old documents.

The Committee feel that the power re-
served by this cl to the Superintendent of

" Insurance should not be exercised by him

without the sanction of the Governor-General-

in-Council,
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CLAUSES oF GOVERNMENT BiLL.

20, (1) Every return fumnished to the Superintendent
of Insurance, which has been certified by the Super
intendent to be a return so furnished, shall be deemed
to be a return so furnished.

(2) Every document, purporting to be certified
by the Superintendent of Insurance to be a copy of
a return so furnished, shall be deemed to bé a copy
of that return and shall be received in evidence as if it
were the original return, unless some variation between
it and the original return is proved. '

21. The Goveinor Géneral in Council shall from time
to time cause to be published, in such manner as he
may diréct, a summary of the accounts, balance-sheets,
statements, abstracts and other returns under this Aci
or purporting to be under this Act which have been
furnished to the Superintendent of Insurance and may
append to such summary any note of the Governo
General in Council and any correspondence in relatior
thereto. . ’

22, No insurer shail publish in British India an)
return in a form other than that in which it has beer
furnished to the Superintendent of Insurance,

Investment, Loans and Management,

23. (1) Every insurer, being an insurer specified it

on Joans.

(ii) or cl qiii) of sub-cl (a) of cl (7)
of section 2,shall,unless he already holds invested in Gov:
emnment securities not less than thirty-three anc
one-third per cent. of the total assets of the undertaking
invest all. surplus assets in such securities until th(
total amount so invested amounts to not less thar
thirty-three and one-third per cent. of the total asset:
of the undertaking and shall thereafter keep investec
in such securities not less at any time than thirty
three and one-third per cent. of the total assets of the
undertaking.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
~ GOVERNMENT BILL.

Clause 21:

Delete the words * from time o time ** in lines 1 and
2 and substitute the following words:—
“ every year ™
and after the words ** Superintendent of Insurance ™ in line
6, add the jollowing words “for the year preceding the
date of publication.”

Clause 22:
Make the sub-clause as it stands as sub-Clause (a)
and add the following sub-Clause (b):—

** Nothing contained in sub-Clause (a) shall pre-
vent an insurer from publishing a true and accurale abstract
from such returns for the purpose of publicity.”

Clause 23 (1):
Delete the word ** Government " in lines 3 and 4
and add afler the word ** securities ** the Following words:—

“authorised by Sections 20 and 20 (A) of the
Indian Trust Act II of 1882.”

Add after the word * undertaking™ in line 5 the
following words:—
** exclusive of all sums of moaney deposited by
such insurer in foreign couniries for the purpose of carry-
ing on the business of insurance in such countries according
to their laws and customs, and exclusive of the book value
of the Head Office Building if any.”
Add after the word * undertaking ™ in line 9 the
following words:—
** exclusive of all sums of money deposited as afore-
said as well as of the value of the Head Office Building.”
Add after the word ** undertaking ** in line 12 the
following words:—
* exclusive of all sums of money deposited as afore-

said as well as of the value of the Head Office Building.”
The emended clause will read as follows:—

20

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

The Committee feel that the Blue Book
should be published by Government every
year showing the financial position of Insurance
Companies operating in India in the preceding
year.

The proposed addition is in the opinion
of the Committee. necessary in view of the fact
that every i has to app h the public
for securing business, and for that purpose has
occasion to publish short abstracts from its
reports and other returns in the form of pam-
phlets or advertisements,

The Committee have come to the conclu-
sion that I Compani hould be
allowed larger scope for investments of their
assets than that provided under this sub-
section and with that end in view they suggest
that they should be eatitled to invest their
assets in trust securities instead of G t
Securities. It may be pointed out that
Government Securities do mot include even
such Gilt-edged Securities as Municipal and
Port Trust Bonds issued under the authority
of local Governments. The general yield on
Government Securities is lower than the yield
on other Securities authorised under the Trust
Act, and it is, therefore, necessary that the
suggested amendment should be made in the
Bill enlarging the scope of investments.

As regards the total assets of the under-
taking the Committee feel that such assets

hould not include the deposits made in foreign
countries for the purposes of the business of
the Insurer according to the laws and customs




21

Notes

CLAUSES OF GOVERNMENT BILL.

(2) Every insurer, not being an insurer to whom sul
section (1) applies, shall invest and keep invested i
Government securities not less than thirty-three an
one-third per cent. of the total premium income ¢
the business transacted in British India in eac
year.



* PROPOSED AMENDMENTS AND ADDITIONS TO THE
- GOVERNMENT BILL.

“Every insurer, being an insurer specified in clause
(i) or clause (iii} of sub-clause (a) of clause 7 of Section
2, shall, unless he already holds invested in Securities autho-
rised by Sections 20 and 20 (A) of the Indian Trust Act
H of 1882, not less than thirty three and one-third per cent
of the total assets of the underlaking exclusive of all sums
of money deposited by such insurer in foreign couniries for
the purpose of carrying on the business of insurance in such
countries according fo their laws and customs, and exclusive
of the book value of the Head Office Building if any,
invest all surplus assets in such securities until the total
{ so invested ts to nof less than thirly three and
one-third per cenl of the tolal assets of the undertaking, ex-
"clusive of all sums of money deposiicd as aforesaid as well
as of the value of the Head Office Building and shall
thereafter keep invested in such securities not less at any time
" than thirty-three and one-third per cent of the total assels
of the undertaking exclusive of all sums of money depasited
as aforesaid as well as of the value of the Head Office
Building.” :

Clause 23 (2):

Delete the word ** Government ™ in line 3 and add
the following words after the word * securities * in line
3

) “authorised by Sections 20 end 20 (A4) of the
< Indian Trust Act Il of 1882

Delete the word * British ™ in line 5 and add after

the word ** India " in line 5 the following words:—

* as defined by Section 311 of the Government of
India Act 1935.”

Clause 23—New Sub-Clause (2-a):
Add the following new sub-Clause 2 (a):—

" The securities referred to in sub-Section (2)
shall be kept in the name of two or more persons resident
in British India or in a Trust Company incorporated in
British India and approved by the Governor-General-in-
Council who shall kold the same in trust for the sole benefit
of holders of policies issued in India as defined by Section
311 of the Government of India Act 1935. The Trust
Deed shall be approved by the Superintendent of Insurance
and the Trustees may deal with such securities and the in-
terest which may from time to time accrue due thereon in
the manner provided by the Deed of Trust appointing
them.” . :

21

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

of such foreig ies, as such deposits may .
be required to be invested in securities author-
ised by the laws of such foreign countries
It has also b y for Compani
to have their own building for the Head
Office at least. Such buildings in Presidency
Towns cost a good deal. They are moreover
safe investments. It is suggested that the
computation of total assets for investments
should not include the cost of such buildings.
It may also be pointed out that apart from
these pulsory deposits an I carrying
on the busi of life & has to make
loans to his Policy-holders within the
surrender value of the policies issued
to them. The Committee need not
point out that more than 5 per cent.
of the total assets could not be invested by
reason of the fact that they include items such
as outstanding premiums, Agents balances,
interest accrued but not payable, furniture,
fixtures, motor cars, etc, It is for these
reasons that the Committee have suggested
the amendment.

The Committee feel that non-Indian
Companies should also be given larger scope
for investments on the grounds aforesaid.
As regards the deletion of the word * British ”*

-the same remarks apply as m Section 11, sub-

Section (1).

This provision is based on a similar pro-
~vision contained in the Canadian Act of 1928
and also an enactment of U.S.A. The reasons
for inserting such a sub-clause are obvious.
Mere maintenance of assets in India will not
properly safeguard the interests of Indian
policyholders as in the event of liguidation or
insolvency of an Insurer, non-Indian policy~
holders will be entitled to share pro rata in
the assets invested in India. Moreover 'in
the event of actual or threatened hostilities a
foreign Insurer may cease to carry on business
in India and withdraw the securities from
India. To avoid such contingencies, it is ab-
solutely necessary that in the interests of
Indian Policyholders such securities should be
held by competent persons in trust for the
sole benefit of Indian policyholders. In this
connection the Committee would beg to point
out as an example the case of the ¢ Phoenix ”
of Austria,
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"PROPOSED AMENDMENTS AND ADDITIONS TO THE REMARKS AND REASONS FOR THE PROPOSED
GOVERNMENT BiLL. ADDITIONS, AMENDMENTS AND ALTERATIONS,

The following quotation will interest
the reader:

“ The Phoenix Life of Vienna was estab-
lished in 1882, and has a share capital of
Sch. 4,000,000 fully paid. During the period
of over 50 years it has been in existence its
business has made great progress, giving it a
position of i nfl in its own
market and important interests in most of the
principal Europ ies. In 1933 its net
premium income exceeded Sch. 115,000,000
and its insurance fund stood in the balance
sheet as Sch. 404,300,068.”

4 The difficulties which are now disclosed
arise as a q of a change of g
ment following the death of Dr. W. Berliner,
A re-valuation of the Company’s position on
an actuarial basis reveals the startling fact that
the premium reserves are insufficient to meet
the liabilities, the shortage being put by the
Finance Minister, Dr. Draxter, at a maximum
figure of Sch. 250,000,000, which at present
rates of exchange would be close on
£ 10,000,000 (Post Magazine and Insurance
Monitor of 4th April 1936).”

Due to this shortage the business of the
Company had to be suspended. When the
business was closed, the policyholders in
countries where full reserves were maintained
for the benefit of those policyholders were
not anxious about their moneys. But in
countries where there was no provision like this
the policyholders were in danger of losing
their moneys. The provision therefore here
suggested to be added to Clause 23 (2) is ab-

Tt el y 'o . g hl P 13 ,L 13,
of non-Indian Companies in India, Similar pro-
vision existing in the Foreign L Com-

panies Act, Canada 1932 is quoted below:—

“ Every Company registered under this
Act to transact the business of Life Insurance,
other than a Fraternal Benefit Society, shall,
in respect of life i busi in Canada,
at all times maintain assets in Canada of an
amount at least equal to its liabilities to policy-

hald in C d 2 cludi PR

and the reserve for outstanding policies in
Canada required under this Act to be included
in the 1 t, after deducting any
claim the Company has inst such policies,
together with its other liabilities in Canada.”
(—Section 12.)

¢ Every Company, other than a Fraternal
Benefit Society, registered under this Act to
transact any class of insurance business, other
than Life Insurance, shall at all times maintain
assets in Canada in respect of any such class
of business of an amount at least equal to the
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(3) None of the assets in British India of any insurer
referred to in sub-section (1) shall be kept otherwise
than in the corporate name of the undertaking, if a com-
pany, or in the name of the firm, except where they are
kept in the name of the bankers or trustees approved by
the board of directora of the company or by the
partners of the firm.

(4) No insurer shall grant loans or temporary advanced
either on hypothecation of property or on personal
security, except loans on life policies within their
surrender value, to any director, manager or officer of
the insurer when a company, or when the insurer is &
firm to any partner therein, or to any other company
or firm in which any such director, manager, officer ot
partner holds the position of director, manager, offices
or partner.,



. PROPOSED AMENDMENTS AND ADDITIONS TO THE
~ GOVERNMENT BiLL.

Clause 23 (4):
Add after the word * Manager™ occuring in lines
4, 7 and 8 the following words:—
* Managing Agent™ ** Auditor ™
and af the end of the said sub-section add the following
provisos:—
** Provided that § ts made in ad by an
Insurer 1o any such Director, Manager, Managing Agent,
Auditor, Officer or partner for travelling expenses or against
or other compensation to be earned in respect of
" premiums, shall not be deemed to be loans or advances
within the meaning of this sub-section or Section 86 (d)
of the Indian Companies’ Act VII of 1913.”

* Provided also that notwithslanding anything o
the contrary contained in this sub-section or the said Sec-
tion 86 (d) of the Indian Companies” Act VII of 1913,
the total amount of outstanding premium from time fo time
becoming due in the usual course of business from a
Director of an Insurer being a Company or from a firm
in which such a Direclor is a pariner, acting as an Agent
of such a Company shall not be deemed fo be loans or

d within the g of this sub-section or the said
Section 86 (d) of the Indian Companies’ Act VII of
19713."

23

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

liabilities of the Company in Canada, including
the liabilities of the Company in respect of
its outstanding unmatured policies in Canada

p with the provisions
of Section 50 of this Act: (Section 14).

The Committee have suggested the first
proviso allowing advances to be made for
travelling exp or ission or p
sation to be earned, in the interests of
the Insurer himself, as otherwise it will create
unnecessary difficulties in the day to day
management of the business of the Insurer.

As regards the second proviso suggested
by the Committee, it may be pointed out that
every Indian Company has on its board, Direc-
tors of status and position in life who help the
C y by infl and giving business
to the Company and in the day to day affairs
of the dealings between such a Director and’
the Company some ts are bound to re-
main outstanding as against him and if such
a proviso were not inserted, such a Director
would cease to be a Director and would
vacate his office under Section 86 (i) which
event might seriously prejudice the i of
the C I ki"l ,J'LI that
all the dues from such a Director should be
paid up to the Company by the time the ac-
counts and the Balance Sheet are signed by the
Directors and the Directors report should con~
tain a statement to that effect.
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VII of 1913,

CLAUSES OF GOVERNMENT BiLL.

(5) In the event of any contravention of any of the
provisions of this section, the insurer and where the in.
surer is a pany any di Y ger or officer o
the pany or wh the i is a firm any
partner of the firm, knowingly and wilfully a party tc
the contravention shall be punishable with fine whick
may extend to five hundred rupees and where any low
is sustained by the insurer in consequence of the contra
vention every such director, manager, officer or partne:
shall be jointly and severally liable for the amount of
such loss,

24, (1) No insurer shall, after the commencement o

this Act, appoint mar gents for the duct o
his business.

(2) Where any insurer engaged in the busi o
insurance before the t of this Act employ

managing agents for the conduct of his busi
ness then notwithstanding anything to the contran
tained in the Indian Companies Act, 1913, and not
withstanding anything to the contrary contained il
the articles of the insurer, if a company, or in any agree
ment entered into by the insurer, such managing
agents shall cease to hold office on the expiry of thre
years from the commencement of this Act and no com
pensation shall be payable to them by the insurer by
yeason only of the premature termination of their em
ployment as managing agents.

ra




PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL. )

Clause 23 (5):
After the word ** Manager ™' occuring in lines 3 and
9 add the following words:—

* Managing Agent ™

Clause 24:
Delete the entire Section 24.

24

REMARKS AND REASONS FOR THE. PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

After iderable discussion the Com-
mittee have come to the conclusion that
Section 24, sub-Section (1) should be deleted.
The Committee have arrived at this conclu-
sion in the belicf that under the existing con-
ditions prevailing in India, it will be difficult
to promote an Insurance Company and parti-
cularly & company formed for the purposes
of carrying on g I & busi and
make it a success. The Bill entails greater
financial responsibilities on promotors of In-

Companies than at p t. The pro-
motion of such companies therefore is likely
to be very difficult if managing agency is dis-
continued. If, however, in future it is found
by experience that such Companies could be
saccessfully promoted and formed without the
system of Managing Agencies, the question
may be reconsidered.

As regards Section 24, sub-Section (2)
the, Committee have come to the definite con-
clusion that existing Managing Agencies of
Insurance Companies should be allowed to be
continued under the same conditions as are
imposed upon for Companies under the Indian
Companies A dment Act of 1936. The
question of M. ing Agencies of Compani
was considered in all its aspects at the time
when the Company’s A d t Bill came
up for discussion in the A bly and after
considering the pros and cons of the case the
framers of the Company’s Bill thought that
so far as India was concerned Managing
Agency system had come to stay. The Com-
mittee see no difference in the case of Mana-
ging Agents appointed for I Com-
panies and those appointed for
Companies. It is common knowledge that
Managing Agents of Insurance Companies
have in the past used their best endeavours to
P te indig I busi in India
and have £i d the Companies in time of
crisis. Some of the Managing Agents have
at the commencement acted as such Agents
at a very small remuneration in the hope that
in future when the C b P

ous they would get a fair remuneration for

1,
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Inspection,

25. (1) If the Superintendent of [ ha
reason to believe that the interests of the policy-holden
of an insurer are in danger or that an insurer is unabk
to meet his obligations or has made default in comply
ing with any of the provisions of this Act or that a
offence under this Act has been or is likely to be com
mitted by an insurer or any officer of an insurer, o
if he receives a requisition in this behalf signed b

hareholders of an i being a company not less it
ber than tenth of the whole body of share
bholders and holding not less than one-tenth of the wholi
share capital or by not less than twenty policy-holden
holding policies that have been in force for not less thar
three years and are of the total value of not less tha
twenty thousand rupees, he may, with the previou
sanction of the Governor G l in G il, appoi
an auditor or actuary or both to investigate the affain
of the insurer or may himself make such investiga
tion. {




PROPOSED AMENDMENTS AND ADDITIONS TO THE
MENT BiLL.

Clause 25 (1):
Delete the following words occuring in lines 12, 13,
I4and 15—

. "** twenty policyholders holding policies that have
been in force for not less than three years and are of the
total value of nol less than twenly-thousand rupees.”
and add the following words in ‘their stead:
* One-hundred holders of policies of life insurance
or one per cenl. of the total number of holders of policies
of life insurance whichever is more.”

25

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

their past services. The Committee feel that
the evils pertaming to M ing Agency
y g ally lained of will be reme-
died by the new provisions inserted in the

Indian Companies’ A
Sometimes Managing Agencies of Life In-
Companies are ad ly criticised for

three reasons:—

(1) For their investment Policy.

(2) For being a burden on the expenses
of the Company.

(3) For being incompetent to handle
and promote the business of the
Company.

If, however, an analysis and a compara-
tive study of several leading companies with
and without managing agency is made, it
would belie the charges. .

When the Section is deleted it will be
necessary to make a provision regarding
neration of M ing agents as Section 87C of
the Indian Companies A d Act speci-
fically excludes the Insurance companies from
its operation,

As regards life insurance companies the
principle of giving a percentage of the net pro-
fits t apply b a life p has
got no yearly profit and loss account and a
periodical valuation is done after a number of
years. The only principle that can be adopted
in case of life companies is to fix a certain per-
centage on the first year’s premium, or on the
new business written, and on the renewal pre-
mium with a minimum monthly allowance.
Regarding g l & panies the
provisions of Section 87C may be made appli-
cable.

The Committee feel that the number of
policyholders who are entitled to apply should
be a large number in view of the fact that if
the said sub-section is allowed to be passed
into law as it stands, an unscrupulous agent
can the isit ber of policyhold-
ers to apply to the Superintendent of Insu-
rance with the object of harassing the Com-
pany. The standing of the policies is not taken
into t by the C i In sub
theref the b does not increase
because even new policyholders of one year
and two years standing can take steps cone
templated under this Section. Just as in the
case of shareholders, the ber must have
some relation to the total number of Policies,
the Commiittee have suggested one per cent.
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CLAUSES of GOVERNMENT BiLL,

(2) The Court may on the application of an insurer
forbid such action by the Superintendent if the insurer
satisfies the Court that it is unreasonable in the cir-
cumstances.

(3) The results of any inspection made under this

section shall be embodied in a report of which one copy
shall be lodged with the Superintendent of Insurance

vand one copy shall be furnished to the insurer.

(4) The Superintendent of Insurance may require the
insurer to comply within any time to be specified by
him with any directions he may issue to remedy defects
disclosed by such inspection.

(5) If, as a result of any inspection made under
this section, the Superintendent of I is of
opinion that it is y in the i of the policy-
holders that the business of the insurer should be wound
up, or if the i fails to ply with any directions

ied under sub-section (4), the Superintendent may,
with the previous sanction of the Governor General in
Council, apply to the Court to have the business of the
insurer wound up.

26. If upon an application by the Superintendent
of Insurance the Court 'is satisfied that there is reason-
able cause to believe—

(a) that an offence against this Act has been or
is likely to be committed by an insurer, or
(b) that in the case of an insurance company cir-
cumstances exist in which the company may
be wound up by the Court, or in the case of
an insurer not being a company that he has
committed an act of insolvency,
the Court may make an order empowering the Superin-
tendent of Insurance to appoint an auditor or actuary’
or both to investigate the affairs of the insurer and to:
port th in such as the Superintendent
of Insurance may direct.

27. When any investigation is made in pursuance of
section 25 or section 26 the provisions of section 140
of the Indian Companies Act, 1913, shall apply for the
purposes of such investigation as they apply to an’
investigation made in pursuance of section 138 of that
Act.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
- GOVERNMENT BILL.

Clause 25—New Sub-Clause (6):

Add the following new sub-Clause (6) to Section
25—

““In the case of a requisition by sharcholders or
policyholders under sub-Section (1) the Superintendent of
Insurance shall require the requisitionists to deposil with
him a sum of Rs. 500 at least as a deposit and in the event
of the Superintendent or the Court finding that no case has
been made oul for ordering inspection or investigation then
the Superintendent or the Court may order the whole of the
said amount or sich pertion theréof as may be deemed
sufficient as compensation 1o be paid fo the Insurer.”

26

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel the necessity of in-
serting such a provision in the draft bill with
a view to prevent frivolous applications being
made by shareholders and policyholders with

Iteri ti I Companies have
to take great care of their credit and irrepara-
ble harm will be done to the credit of Insu-
rance Companies if applications under this
Section are allowed to be made at the instiga-
tion of designing persons without sufficient
cause,
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CLAUSES oF GOVERNMENT BiLL.

i Amalgamsation and Transfer of Insurance

28. (1) No life insurance business of an insure
shall be transferred to or amalgamated with the lif

of any other insurer except in a¢
cordance with a scheme prepared under this sectio
and sanctioned by the Court.

(2) Any scheme prepared under this section sha
set out the agreement under which the transfer ¢

\ ion is proposed to be effected, and sha
contain such further provisions as may be necessar
for giving effect to the scheme,

(3) Bef an application is made to the Cou
to sanction any such scheme notice of the intention ¢
make the application together with a statement of th
nature of the amal ion or transfer, as the ca:
may be, and of the reason therefor shall, at least tw
months before the application is made, be sent to th
Governor General in Council and to every holder of
life policy of each insurer who is resident in .Britis
India and the following documents shall be furnishe
to the Governor General in Council and shall durin
the two months aforesaid be kept open for the inspectio
of the members and policy-holders at the princip:
and b h offices or agencies of the insurers concernes

namely:—

(a) a draft of the agreement or deed under whic
it is proposed to effect the amalgamation ¢
transfer;

(b) certiied copies of statements of the asse
and liabilities of the insurers concerned i
such ] ion or fer; and

(c) certified copies of the ial or other repor!
including a yeport by an independent actuat
on the proposed ] tion or t f




PROPOSED AMENDMENTS AND ADDITIONS TO THE
_ GOVERNMENT BiLL.

i Clause 28 (3):

Add the word “Chief" between the word “or™
- and the word ** agencies ' in line 13.

Clause 28—New Proviso:
Add the following proviso at the end of sub-Clause
(3) of Clause 28—
* Provided that the Superintendent of I e
may for sufficient cause dispense with all or any of the
requirements of Seclion 28 sub-Section (3).”

27

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

Insurance Companies have got canvass-
ing agencies in a large number of towns and
cities, It is therefore suggested to keep the
dJdocuments in principal and branch offices or
chief agencies of the &

‘The Committee have reasons to believe
that on the Insurance Act coming into force
some small companies carrying on the business

of life i will be pelled to Ig
mate or transfer their assets to other companies
and in their & it is y that the

stringent requirements of sub-Section (3) of
Section 28 may be dispensed with if the Supe-
rintendent feels that such requirements would
entail unnecessary delay or heavy costs.
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29, When any application such as is yeferred to
in sub-section (3) of section 28 is made to the Court,
the Court shall cause a st of the and
terms of the amalgamation or transfer, as the case may
be, to be published in such and for such period
as it may direct and, after hearing the directors or
other p vhom it iders entitled to be heard,
may sanction the arrangement, if it is satisfied that
no sufficient objection to the arrangement has been
established.

30. Where an amalgamation takes place between
any two or more i s, or wh any busi of
one i is ferred to th vhether in d-
ance with a scheme confirmed by the Court or otherwise,
the insurer carrying on the amalgamated business or
the insurer to whom the business is transferred, as the
case may be, shall, within one month from the date
of the completion of the 1 tion or £

furnish to the Governor General in Council— '

(a) a certified copy of the scheme, agreement or
deed under which the 1 jon or transfer

i

has been effected, and

(b) a declaration signed by every insurer concerned
or in the case of a company by the chairman
and the principal officer that to the best of
their belief every payment made or to be made,
to any p vhat T on t of the

1 tion or transfer is therein fully
set forth and that no other payments beyond
those set forth have been made or are to be

made either in y, policies, bond Juabl

securities or other property by or with the
knowledge of any parties to the amalgamation
or transfer, and -

(c) where the amalgamation oy transfer has not
been made in accordance with a scheme
confirmed by the Court—

(i) certified copies of Jstatements of the assets
and liabilities of the insurers concerned,
and

(ii) certified copies of the actuarial or other
reports upon which the agreement or deed
was founded.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

" New proviso to Clause 29.
Add the following proviso al the end of Clause 29:~—-

** Provided that the Court may within three years
from the date of the commencement of this Act may for

sufficient cause dispense with the publication required umla'_

this Section.”

Clause 30:

Delete the words “*ane month™ in line 7 and add the
following words:—

* three months ™'

28

ReMarks AND REAsSONS FoR THE PRroposeEp
ADDITIONS, AMENDMENTS AND ALTERATIONS.
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CLAUSES oF GOVERNMENT BiLL.

Assignment or Transfer of Policies and
Nominations,

31. (1) A transfer or assi t of a policy of lifs
insurance may be made only by an endorsement eithes
upon the policy itself or by a separate uutmment.l
signed in either case by the transferor or by the assignon
or his duly authorised agent and attested by at leas
one witness, specifically setting forth the fact of transfer
or assignment.

(2) The fer or i shall be complete
and effectual upon the execution of such endoruemenﬁ
or instrument duly attested but shall not be operanvﬂ
as against an insurer and shall not confer upon the
t feree or i or his legal representatives,
any right to sue for the amount of such policy or
the moneys secured thereby until a notice in writing
of the transfer or assignment has been delivered 1o
the i at his principal place of business,

(3) The date on which the notice referred to in sub
section (2) is delivered to the insurer ahall regulate the

£ s

priority of all claims under a tr or

(4) Upon the receipt of the notice referred to in
sub-section (2), the insurer shall record the fact of such
transfer or assignment together with the date thereof
and the name of the transferee or the assignee and
shall, on the request of the p by wh the notice
was given, or of the transferee or assignee, on payment
of a fee not exceeding one rupee, grant a written ac-
knowledgment of the receipt of such notice, and any such

acknowledgment shail be lusive evid inst
the insurer that he has duly received the notice to wluch
such acknowled x

ferred

(5) From the date of the ipt of the noti
to in sub-section (2) the i shall recognise the
transferee or assignee as the only person entitled to
benefit under the policy, and such person shall be subject
to all liabilities and equities to which the polu:y-holder
was subject at the date of the transfer or
and may institute any proceedings in relation to tbe
policy without obtai the of the £
or assignor or makmg him a party to such proceeJ-

ings.




‘PROPOSED AMENDMENTS AND ADDITIONS TO THE
'GOVERNMENT BILL.

‘New Proviso to Clause 30:
Add the following proviso at the end of Clause 30:—

* Provided thal the Superinlendent of Insurance
may for sufficient cause dispense with all or any of the
requirements of this Section."”

29

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

Same remarks apply as in Clause 28 sub-

' clause (3).
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32. (1) The holder of a policy of life insurance may,
when effecting the policy or at any time before the
policy matures for payment, nominate the person o
persons to whom the money secured by the policy shal
be paid in the event of his death. H

(2) Any such nomination in order to be effectua
shall, unless it is incorporated in the text of the policy
itself, be made by an endorsement on the policy com
municated to the insurer and registered by him in the
records relating to the policy and any such -nomina
tion may at any time before the policy matures fo
payment be cancelled or changed by an endorsement o
a further endorsement, as the case may be. :

(3) The insurer may charge a fee not exceeding
one rupee for registeiing any such endorsement an¢
shall furnish to the policy-holder a written acknowledg
ment of having done so.

(4) A transfer or assignment of a policy made i
accordance with section 3! shall automatically cance
a nomination,

(5) Where the policy matures for payment during
the lifetime of the policy-holder or wh the i
or, if there are more nominees than one, all the nominee
die before the policy matures for payment, the amoun
secured by the policy shall be payable to the policy
holder or his heirs or legal representatives, as the cas
may be. - :

(6) Where the nominee or, if there are more nominee
than one, a i or i survive the policy
holder, the amount secured by the policy shall be pay
able to such survivor or survivors.




PROPOSED AMENDMENTS AND ADDITIONS TO THE
. GOVERNMENT BiLL.

Clamse 31-~New sub-Clause (6):
Add the following sub-Clause (6) to Clause 31 1
** Notwithstandi ything contained to the con-
trary in the Transfer of Property Act of 1882 or under
any Law whether personal or otherwise for the time being
in force, a conditiondl transfer or assignmenl of a policy
of Life Insurance shall be valid and binding on the parties
thereto.,” - (L

Clause 32—New sub-Clause (7):
Add the following sub-Clause (7) to Clause 32.:—

* Notwithstanding anything to the contrary con-
tained in the Insolvency Law for the time being in force
in British India, a nomination made by the assured under
this Section in favour of his wife and/or husband and/or
children and/or child shall be irrevocable and shall not be
voidable or void as against his creditors or as against the
person in whom the estale of such assured vests on his in-
solvency, provided that such nomination is made at least
six months before his death.”

30

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS,

The Committee were doubtful whether
under the Clause as framed any conditional
assignment was permissible under the Act or
under the Transfer of Property "Act or under
the Mahomedan Law and with a view to re-
move such doubts the Committee have sug-
gested the addition of a new sub-Clause (6)
to Clause 31. It is however customary at
present to make conditional assignments some-
what on the following lines:

“Out of natural love and affection I
hereby assign all my right, title and interest in
the within policy to my wife if she survives.”

This clause should also be given effect to
in case of existing policies even though the
assignment may be of a previous date.

The Committee feel that in the interests
of blood relations of the policyholders for
whose benefit the life policy is always intend-
ed, such a provision is essential.  The pri-
mary aim of life assurance is to give security
to the blood relations. Now that the law

Id permit inations, a large number of
policyhold Id take ad of that
and a false sense of security with respect to
his blood relations would be created in the
case when the policyholder dies in insolvent
<circumstances.




31

NoOTEs

Prohibition
of payment
by way of
corraission
or otherwise
for procuring
businesa.

Crauses oF GOVERNMENT BiLL.

Commission and Rebates and Licensing of Agents.

33. (1) No insurer shall after the expiry of three
months from the commencement of this Act pay or
contract to pay any remuneration or reward whethey
by way of commission or otherwise for soliciting oz
procuring insurance business or for collecting premiums
from policy-holders to any p pt an i
agent licensed under section 35:

Provided that a payment of overriding commission
on the premium income received by or on the amouni
insured by or on the profits of the whole or any portion
of the business of an insurer, made to a managing agent,

ging director, or other officer of the i
by way of special or additional remuneration shall not
be deemed to be a payment prohibited by this sub.
section.

(2) No insurer shall pay or contract to pa
to any insurance agent by way of commissio
or as remuneration in any form an amount exceed
ing in the case of life insurance business fort;
per cent. of the initial premium payable on anm
policy or policies effected through him and five per cent
of a renewal premium or in the case of business o
any other class twenty-five per cent. of the premium.



PRoPOSED AMENDMENTS AND ADDITIONS TG THE
- GOVERNMENT BiLL.

Clause 33 (1):
Delete the words “from policyholders™ in line 6.

Clause 33. Proviso to sub-Clause (1):
Between the words ** income ™ and *° received " in
line 2 add the following words:——

* in respecl of business of Life Insurance ™ and
also between the words * remuneration™ and ** shall " in
line 6 add the following words:—

* or a payment io a Direclor of an Insurer being @

- corporale body in respect of any business of insurance intro-
duced by him other than the business of Life Insurance.”

The amended proviso will read as follows—

“Provided that a payment of overriding commission on
the premium income in respect of business of Life Insurance
received by or on the amount insured by or on the profils of
the whole or any portion of the business of an insurer, made

“foa ging agent, director, manager or other
officer of the insurer by way of special or additional remu-
neration or a payment lo a Direclor of an Insurer being e
corporate body in respect of any business of insurance intro-
duced by him other than the business of Life Insurance,
shall not be d dto be a t prohibited by this

sub-section.”

~ Clause 33 (2):
Delete the whole sub-Clause (2) and substitute there-
of the following sub-Clause (2):—

* No insurer shall pay or contract lo pay o any
Insurance Agent by way of ission or as remunerati
in any form an d per~
cenlages in respect of different classes of insurance
business ;—

ding the under

(i) In the case of life insurance business 40 per-
cenl. of the first year's premium payable
on any policy or policies effected through
him and 5 per cenl. of the renewal premium.

(i}) In the case of fire andlor molor insurance
25 per cenl. of the premium;

(iif) In the case of business of any other classes
of insurance 15 per cent. of the premium.

31

REMARKS AND REASONS FOR THE PRoOPOSER
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel that Directors of an

Company are generally trolling
a large t of busi of i other
than life and the Company will not be able.
to secure such business if they are required to
obtain licenses with a view to enable them to
earn commission,

The tion of limitation of i

sions hujevoked much discussion. The
G t bave indeed taken a bold step

in suggesting the Lmitation of commission
under this section, QOur Committee have
very carefully considered this question
and they too have come to the conclusion that
the disadvantag ted with the limita-
tion of issi are outweighed by the
advantages offered by it. There are some
grounds for suggesting that it might be better
if by some formulae the total expemses of
management could be limited. There are
however objections to this. The Committee
feel that limitation of issi Id go
a great way in controlling the total expenses
of management. The commissions in the
€ l busi have d large prop
tions and in many cases they are quite uneco~

ic. S | Tarif A iations have re-
peatedly tried to check commissions but have
always failed to do so. If, therefore, commis-
sions are limited under the Act, the step is
bound to be successful . The Bill prohibits
rebating which also has assumed great propor-
tions. Rebat Id be checked if commis«
sions are reduced. Prohibition of rebates and
limitation of commissions should go hand in
hand,
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PrOPOSED AMENDMENTS AND ADDITIONS TO THE
-GOVERNMENT BiLL.

Clause 33—New sub-Clause (2-a):

Add the following new sub-Clause 2 (a) to Clause
33—

** Notwithstanding anything to the contrary con-
dained in sub-Clause (2) in the case of life insurance busi-
ness an Insurer shall be at liberly to pay an additional
wremuneration to a Chief Agent or a District Agent al a rate
not exceeding 20 per cent. on the first year's premium and
'2V4 per cenl on the renewal premium in order to enable
isuch Chief Agent or District Agent to perform the duties
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REeMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

Life Assurance business is on a different
footing from other cl of i
Every company doing life assurance business
has to undergo periodical valuations (Clause
11 of the Bill). Some members of our Com=
mittee were of the opinion that if the Bill
provides for reasonably strict basis of valua-
tion, the commissions meed not be limited
under the Bill. The majority view, however,
was that the valuations would be done at the
end of the fifth year and the Superintendent
would know the results of the working after
six years are over, and the results would be
published in the Blue Book after seven years
are completed. Thus if a company is spend-
ing very large amounts in payment of com-
missions, the public will know the position
resulting from it at a very late stage and a lot
of harm might be done to the com-
pany in the meanwhilee The Come«
mittee felt that the limitation of com«
missions together with the new sub-Clause
‘33 (2-a) suggested by the Committee will be
helpful to the Companies in addition to the
strict valuation rules. The Committee are
aware of the views expressed by the Indian
Life Offices Association in this connection.
‘That Association also agrees with the under-
lying object but considers that the suggestion
contained in the clause * is not a practical pro-
position at all” Some objections of that
Association will be removed by the new sub-
Clause 33 (2-n) suggested by our Committee,
Our Commiittee are also agreeable to the sug-
gestion that “ some regulation must be made
for fixing the basis of valuation of each Com-
pany” and they believe that Clause 11 read
with Schedule IV provides such a regulation.

As regards business other than Life Insu~
rance, it appears to have been overlooked that
commissions are not on a uniform basis for
all classes of business, and that it is a world-
wide custom to differentiate, In our proposed
sub-Clauses (2) (i) (2) (i) and (2) (iii)
we have suggested maximum rates of com~

mission which approximatel p t what
is customary when business is carried on with-
out reckless and i petiti

The Committee have come to the con-
clusion that an Insurer carrying on the business
of Life Insurance should be given lLiberty to
pay an additional remuneration to Chief Agen!s
or District Agents inasmuch as a majority of
companies carrying on the business of Life In-
surance in India have established Chief
Agencies for the purpose of oraganising the
Districts and Provinces and it will be inequita-
ble if such Chief Agents or District Agents
ave placed on the same footing as an ordinary
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‘ GOVERNMENT BmLL.

. and functions of a Chief Agent and/or District ‘Agent
in Districts not controlled by a Branch Office. For the
purposes of this sub-section an Insurer shall not be entitled
to appoint more than 35 Chief and|or District Agents in
India as defined by Section 311 of the Government of
India Act of 1935."
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insurance agent. The Committee have felt
the necessity of such a provision in the case of
Life Insurance Companies, inasmuch as the
duties imposed upon Chief Agents or District
Agents in respect of organisation, inspection,

elc., are very For g ¥

busi such a provision is not Ve
Most of the life companies, particularly

the young panies have developed on the

Chief Agency system. Most of them cannot
afford to convert this system into the Branch
system which is bound to be costlier in the
early years. Our Committee have therefore
suggested the new sub-Clause (2-a) to Clause
33. The provisions contained in this sub-
clause will be very equitable and helpful to
life companies working on the Chief Agency

system.

In this connection it will be pertinent to quote
the opinion of the Indian Merchants' Chamber of
Bombay who reflect commercial opinion in the
matler>—

“ My Committee welcome and support the
principle of limiting the scales of _commission both in
life and general insurance busi In the int
of the policyholders and of i e busis il is
necessary that the middlemen’s profit should be limit-
ed o minimum. My Commitice have heard it sug-
gested that such a fixation of rates of commission by
statute would be interference in the internal working
of companies transacting insurance business. They
cannot subscribe to this view. The evidence of un-
healthy and unbridled compelition leading fo uneco-
nomic rales of commission confirms their opinion that
both in national interests and in the interests of com-
panies doing insurance business the State should step
in. and prevent such a race for procuring business.
The criticism that such a letion is an idabl
interference in the day to day management of the
affairs of insurance companies will not cut ice.  There
are various instances in which the Stale has enacted
laws regulating the internal affairs of a business.
The United States of America present the extreme
example of active interference by the various Codes
and Regulations laid down for the conduct of busi-
ness in that country. Nearer home, in regard to rub-
ber and lea by the restriction schemes, the Govern-
ment of India wish to ensure the progress of these
indusirics, Not long ago, similar requisitions for
schemes of restriction in regard to Coal and Jute
were also placed before Government. Such critics
cannol also be unaware of the fact that in the case
of Sugar industry in order to protect the interests of
the cultivator, the State has prescribed the minimum
prices payable fo suppliers of sugarcane. If such
prices had been left to be fixed by the free-play of
the factors of supply-and-demand, it was feared that
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(3) If default is made in complying with the provi
sions of this section the insurer and every director
manager or officer of the insurer knowingly and wilfully
a party to the default shall be punishable with fin(
which may extend to five hundred rup




PRrROPOSED AMENDMENTS AND ADDITIONS TO THE
- GOVERNMENT BILL.

Clause 33—New sub-Clause (2-b):

. Add the following sub-Clause 2 (b) to Clause

L 33—

*“ Nothing contained in sub-Sections (1) and (2)

. shall be deemed 1o affect reinsurance contracls or arrange-

| ments between Head Offices which contracis or arrange-
ments are hereby expressly excluded from the operations of

. sub-Sections (1) and (2).”

" Clause 33—New sub-Clause (2-c):
Add the following sub-Clause 2 (c) 1o Clause 33:—
** All existing contracts and arrangements for pay-
ment of ission or r made by an Insurer
. with an Insurance agent or a Chief or District Agent al a
* rate higher than that specified in sub-Sections 2 and 2 (a)
 shall be void and of no effect.”

- Clause 33-——New sub-Clause (2-d):
Add the following sub-Clause 2 (d) to Clause 33 :—

* Every insurer shall furnish along with the annual
relurns to be filed by him under Sections 12 and 13 with
the Superintendent of Insurance a certificate signed by the
principal officer of the Insurer that no Insurance Agent or
Chief Agent or District Agent or other representative in
India or any other person in India or elsewhere directly
or indirectly connected with such Insurance Agent, Chief
Agent, District Agent or represeniative, has been paid by
such Insurer directly or indirectly commission or remunera-
tion ot a rate higher than the percenlages mentioned in
sub-Sections (2) and 2 (a).

34

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

the grower of the cane would not have secured an
adequate return for his labour. The present Bill it-
self seeks to regulale the business of insurance in so
many directions, and there is no reason why such a
regulation should not extend to the procedure and
expenses in regard lo securing insurance business.
My Committee are convinced that voluntary action
by insurers limiting the scales of commission would
not be practicable or possible in the exisling
state of affairs, and they therefore strongly sup-
port the proposal to make suitable provisions to-
wards this end in the stalule itself,

The Committee feel that re-insurance
contracts and arrangements should be
excluded from the operations of this Section
for obvious reasons.

The Committee feel the necessity of such
a provision being inserted in the Act as some
of the Insurers might have existing contracts
with their agents for payment of commission
on future business at a rate higher than the
rate mentioned in this sub-section.

The addition of this sub-Clause is neces-
sary if insurers are to strictly observe the limit
of commissions mentioned in this section.
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Probibition 34. (1) No insurer, and no insurance agent, acting

on behalf of an insurer, shall allow or offer to allow
either directly or indirectly as an inducement to any
person to take out or renew a policy of insurance any

3 of the premi payable on the policy except
such rebate as may be allowed in accordance with the
published prosp or ‘tables of the i




'PROPOSED AMENDMENTS AND ADDITIONS TO THE
' - GOVERNMENT BiLL.

Clause 34 (1):
Delete the words: “acting on behalf of an insurer™ in
lines one and two and substitute the following:—

“in the case of business other than life”

Between the words “*Policy” and “except” in line 5
add the following words:—

“nor shall such a person receive such rebaie.”

The amended clause will read as follows:—

“Ne insurer, and no insurance agent, in the case
of business other than life, shall allow or offer to allow cither
directly or indirectly as an ind { {o any person fo
take out or renew a policy of insurance any rebate of the
premium payable on the policy nor shall such a person
receive such rebate except such rebate as may be allowed in
accordance with the published prospectuses or iables of the
insurer.”

Clause 34—New Sub-Clause 34 (1) A:
Add the following new sub-clause 34 (1) A:

*“No life insurance company shall make or permit any

or discrimination in favour of individuals between
the Insured of the same class and equal expectation of life
in the amount of premiums charged or in the bonuses pay-
able on the policy, nor shall any agent of any such com-
pany assume fo make any conlract of insurance, or agree-
ment as lo such contract, whether in respect of the premium
to be paid or otherwise, other than as plainly expressed in
the policy issued, nor shall any such company or any offi-
cer, ageni, solicitor or representative thereof pay, allow or
give, or offer to pay, allow or give, directly or indirecily, as
inducement lo insure, any rebate of premium, payable on
the policy, or any special favour or advantage in the bonuses
or other “benefits to accrue thereon, or any inducement
whalever inlended to be in the nature of a rebate of pre-
mium; except such rebate as may be allowed in accordance
with the published prospectus or tables of . insurance, nor
shall any person knowingly receive as such inducement .any
such rebate of premium or other such special favour, ad-
vantage, benefit, consideration or inducement.”

diet
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The evil of rebating in India has assumed
large proportions. The Government deserve
the thanks of Insurers as well as the general
public for tackling the problem bravely by in-
troducing Clause 34 in the Bill. It is well
1 that I Associations have tried
to check this evil but have failed as they had
no authority behind them. That Insurance
Companies are inst rebating can easily be
seen from the efforts made by them to pro-
hibit the same. They will not therefore be
the willing parties to this evil, They are
obliged to give rebates by the persons
who receive such rebates. In order therefore
to check this evil effectively it is necessary to
impose & penalty on the recipient of the re«
bate, This clause will also prevent companies
from taking away the business of other com-
panies by offering rebates. A aimilar provi~
sion has been made in the Canadian Act
1928—Sections 83, 84 & 127—which are as
follows :—

“No such life insurance company shall
make or permit any distinction or discrimina-
tion in favour of individuals between
the insured of the same class and
equal expectation of life in the amount of
premiums charged, or in the dividends payable
on the policy, nor shall any agent of any such
company assume to make any contract of in-
surance or agreement as to such contract, whe-
ther in respect of the premium to be paid or
otherwise, other than as plainly expressed in
the policy issued; nor shall any such company
or any officer, agent, solicitor or representative
thereof pay, allow or give, or offer to pay,
allow or give, 'directly or indirectly as induce-
ment to insure, any rebate of premium payable
on the policy, or any special favour or advan-
tage in the dividends or other benefits to accrue
thereon, or any ad ge by way of local or
advisory directorship where actual service is
not bona fide performed, or any paid employ-
ment or contract for services of any kind, or
any ind t wh intended to be in
the nature of a rebate of premium; nor shall
any person knowingly receive as such ind
ment any such rebate of premium or other such

pecial f; , advantage, benefit, considera-
tion or inducement; nor shall any such com-
pany or any officer, agent, solicitor or repre-
sentative thereof give, sell or purchase as such
ind t, or in ction with such insur-
ance, any stocks, bonds or other ities of
any insurance company or other corporation,
association or partnership.” (Section 83).

“Each and every person violating the
provisions of the last preceding section shall

for a first offence be liable to a penalty of
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(2) If defanlt is made in complying with the provi-
sions of this section by an insurer, the insurer and any
director, manager or officer of the insurer, knowingly
and wilfully a party to the default shall be punishable
with fine which may extend to five hundred rupees
and if the default is made by an insurance agent he
shall  be punishable with fine which may extend
to one hundred rupees.



‘PROPOSED AMENDMENTS AND ADDITIONS TO THE
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Clause 34 (2):
) Delete the last three lines from the words ** and if
- the default” ...... “Rupees.”

and between the words ** an insurer >’ and the word ** the
in line 2 add the following words:—

** insurance agent and/or recipient of such rebate.”
and between the words ** insurer ” and ** knowingly " in
line 3 add the following words:—

* or the insurance agent or such recipient.”

The amended clause will read as follows:—

“{2) If default is made in complying with the
provisions of this Section by an insurer, insurance agent
and|or recipient of such rebate, the insurer and any director,
manager or officer of the insurer or the insurance agent or
such recipient, knowingly and wilfully a parly to the default
shall be punishable with fine which may extend 1o five

i hundred rupees.”

”

New Clause 34 A:
Add the follo.wing new Clause 34 A:—

“* No -insurer carrying on the business of Life In-
surance shall offer or charge to an assured rates, concessions
and other advanlages except such rales, concessions and

dvaniages as are allowed, permitied and certified by a
qualified Actuary and shall furnish to the Superintendent of
Insurance a copy of such rates, concessions and advantages
and shall from time lo time inform him about the changes

or additions from time to time made in such rates, concess-
tons and advantages.”

J0
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double the amount of the annual premium on
the application or policy in respect of which
such violation took place, but in no case shall
such penalty be less than one hundred dollars,
and for a second or subsequent offence such
person shall be liable to a penalty of double
the t of such I premium, but in no
case less than two hundred and fifty dollars.”
(Section 84).

“No agent, broker or other person repre-
senting or doing business in Canada for any fire
i pany li d under this Act
shall, in any way, directly or indirectly, divide,
or offer to divide, his commission or other re-
muneration with, or give or offer to give, any
part of his commission or other remuneration,
or any other matter or thing of value to any
person whose property he may be insuring or
seeking to insure, or to any person having or
claiming or appearing to have any influence or
control as to the placing of such i y
an inducement to insure with him or in or with
a company employing him or represented by
him; nor shall any person knowingly receive
as such inducement any such commission or
other remuneration or any rebate of premium
or other consideration intended to be in the
nature of a rebate of premium.” (Section 127).

SERVANTS oF InD1a socie Tyrg
BRANCH Lisragry
BOMBAY

The Committee feel that with a view to
evade the provisions of Section 34 some In-
surers might give lower rates than those allow-
ed by a qualified Actuary or fixed by
the recognised Tarif Associations and
thereby indirectly grant rebates to the
Insured. If a Tariff Association fixes
the rates, they would be fixed on collective
experience and the element of rebating
would disappear from it. The Committee
therefore feel the necessity of adding new
Clauses 34-a and 34-b. Instances are known
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35. (1) The Superintendent of Insurance may, in
the prescribed manner and on payment of the pres-
cribed fee, issue to any individual making an application
under this section a licence to act as an insurance agent
for the purpose of soliciting or procuring insurance
business and collecting insurance premiums.

(2) An application under this section shall be
countersigned by at least one insurer registered under
this Act.

(3) A licence issued under this section shall entitle
the holder to act as an insurance agent for any regis-
tered insurer by whom he may be employed.

(4) If it is found by any civil or criminal Court of
P t jurisdiction that an i agent—
(a) has been guilty of criminal misapp fation
or criminal breach of trust, or cheating, or
(b) has knowingly contravened any provision of
this Act,
then, without prejudice to any other penalty to which
he may be liable, the Superintendent of Insurance may
cancel the licence issued to him under this section.

36. (1) Every i shall intain & regi
showing the name and address of every licensed in-
surance agent employed by him and the date on which
his employment began and the date, if any, on which
he ceased to be so employed.

(2) Any p not holding a Ii jssued under
section 35 who acts as an insurance agent for any
insurer shall be punishable with fine which may extend
to one hundred rupees and any insurer who know:
ingly employs as an insurance agent any person nol
80 licensed shall be punishable with fine which maj
extend to five hundred rupees.




PROPOSED AMENDMENTS AND ADDITIONS TO THE
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New Clause 34 B:
Add the following new Clause 34 B:—

** No insurer carrying on all or any of the classes
of insurance business other than life business shall offer or
charge to an insured rates lower than those from time to
time fixed if any by the r ised Tariff Associati
established at various places in India.”

Clause 35-New sub-Clause 3 (a):
’ Add the following new sub-Clause 3 (a) io Clause
35—

** A license issued under this Section shall expire
on the 315t day of March in each year and may be rencwed
from year to year on tof a1 [ fee not d.
ing Rs. 5 subject h to any qualification or limitation
which is considered expedient.”

Clause 36 (2):

Delete the words ** for any insurer ™ in lines 2 and
3.
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in the past where Life Insurance rates were
prepared by p tots of Life Companies
who were not qualified actuaries. Such a step
a leap in the dark and detrimental to the
interests of the Policyholders. The Canadian
Act also requires life tables to be certified by
a qualified Actuary.

Our Committee welcome the provision
for the li ing of i agents, These
agents have a double duty-to perform—duty
to the Company which they represent and duty
to the policy-holders for whom they canvass. It
is therefore necesary to see that they take to
their duties very seriously. In life insurance
the policyholders take long term contracts
mainly confiding in the representations and
statements of the agents who can render con-
tinuous service to their clients. It is therefore

v that the agents should be licensed.
Licensing will give a good status to the Agents.

In order that the Superintendent may
exercise proper control over Insurance Agents
the Committee deem it expedient that the
period of the license should be fixed for one
year only and may be renewed from year to
year on pay t of a inal r ! fee not

exceeding Rs. 5,
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Special Provisions of Law

Aprlication 37. The holder of ‘a policy of insurance issued in
Indian law British India after the commencement of this Act

fseusd in . shall have the right, notwithstanding anything to the

contrary contained in the policy or in any agres-
ment relating thereto, to rveceive payment in British
India of any sum secured thereby and to sue for any
relief in respect of the policy in any Court of competent
jurisdiction in British India; and if the suit is brought
in British India any question of law arising in connec.
tion with any such policy shall be determined according
to the law in force in British India.

Payment of 38, (1) Where in respect of any policy of life in

money into

Court. surance maturing for payment an insurer is of opnmon
that by reason of conflicting claims to or insuffi
of proof of title to the amount secured thereby or fo!‘
any other adeq it is impossible otherwise,

for the insurer to obtain a satisfactory discharge for
the payment of such umount, the insurer may pay the
amount into the High Cowrt of the Province m which
is situated the place at which such amount is payable
under the terms of the policy or otherwise,

(2) A receipt granted by the Court for any auch
payment shall be a satisfactory discharge to the i
for the payment of such amount.

(3) An application for permission to make a pay.
ment into Court under this section shall be made by a
petition verified by an affidavit signed by a principal
officer of the insurer setting forth the following parti-
culars, namely:—

(a) the name of the deceased and his address;

(b) the date and place of his death;

(c) the nature of the policy and the amount secured
by it;

(d) the name and address of each claimant so far
as is known to the insurer with details of
.every notice of claim received;

(¢) the reasons why in the opinion of the insurer
a satisfactory discharge cannot be obtained
for the payment of the amount; and '

(f) the address at which the insurer may be served
with notice of any proceeding relating to dis
posal of the amount paid into Court.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

Clause 37—New Provisot
Add the following new provise lo Seclion 37 j=m
“ Provided that nothi tained in this Secti
shall apply to re-insurance is or arrang is bel

Head Offices of Insurers inter se.”

Clause 38—3 (a):
After the word * address  in sub-Clause 3 (a) add
the following words:—
** ai the time of his death. ™
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(4) An application under this section shall not be
entertained by the Court—

(a) if the application is made before the expiry of
six months from the death of the insured,
or

(b) if before permission is g d for the pay-
ment into Court notice is received by the
insurer that proceedings have heen initiated
in a Court of competent jurisdiction for the
grant of administration of the estate of the
deceased.

(5) If it appears to the Court that a satisfactory
discharge for the payment of the amount cannot other-
wise be obtained by the insurer it shall allow the amount
to be paid into Court and shall invest the amount in
Government securities pending its disposal.

(6) The insurer shall transmit to the Court every
notice of claim received after the making of the applica-
tion under sub-section (3) and shall make to the Court
any payment required by the Court as costs of the
proceedings or otherwise in connection with the dis-
posal of the amount paid into Court.

(7) The Court shall cause notice to be given to
every ascertained claimant at the cost of the insurer
of the fact that the amount has been paid into Court
and shall cause notice at the cost of any claimant
applying to withdraw the amount to be given to every
other ascertained claimant.

(8) The Court shall decide all questions relating to
the disposal of claims to the t paid into Court
and may, if satisfied after giving the insursr an oppor-/
tunity of being heard that there was no sufficient justi-
fication for the payment into Court, order the insurer
to pay costs or interest or both.

Winding Up.

39. (1) The Court may order the winding up in
accordance with the Indian Companies Act, 1913, of
any insurance company and the provisions of that Act
shall, subject to the provisions of this Chapter, apply
accordingly.



PROPOSED AMENDMENTS AND ADDITIONS TO THE
. GOVERNMENT BILL.

Clause 38 (6):
Delete the following words from sub-Section (6) -
* and shall make to the Court any payment re-
quired by the Courl as costs of the proceedings or otherwise
in connection with the disposal of the amount paid into
Court.”

Clause 38 (7):

Delete the words ** at the cost of the insurer ™ in
lines 2. ’

Clause 38 (8):

Delete sub-Clause (8) of Clause 38 and substitule
the following:—

** In the event of the Court being satisfied that there
was sufficien! justification for p t of the t by an
Insurer into Court the Court shall order all costs incurred
by the Insurer for bringing the amount inte Court to be
paid out of the moneys brought into Court in priority to
the claims of the Claimants for their claims including the
costs incurred by them, unless the Court is satisfied after
giving the insurer an opportunity of being heard that there
was no sufficient justification for the payment into Court
in which event the Court may order the insurer to pay costs
or interest or both.” '
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The very object underlying this Section
will be frustrated if the Insurer is made to bear
the costs and the Committee feel that there
is no reason why an Insurer should be mulcted
in costs when there is sufficient cause for his
bringing the amount into Court.
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(2) In addition t the grounds on which such ag
order may be based, the Court may order the winding
up-of an insurance company—

(a) if with the sanction of the Court Ppreviously
obtained a petition in this behalf is presented
by sharecholders not less in number than one-
tenth of the whole body of sharcholders and
holding not less than one-tenth of the whole
share capital or by not less than twenty policy-
holders holding policies that have been in
force for not less than three years and are of
thie total value of not less than twenty thousand
rupees; or

(b) if with the previous sanction of the Governor
G I in C il the Superintend of
Insurance applies in this behalf to the Court
on any of the following grounds, namely:—

(i) that the company has failed to deposit or
to keep deposited with the Reserve Bank

of India the amounts required by section
51

(ii) that the company having failed to eomply‘
with any requirement of this Act has con-
tinued such failure for a period of one
month after notice of such failure has been
conveyed to the company by the Superin-
tendent of Insurance,

(iii) that it appears from the returns furnished
under the provisions of this Act or from the
results of any investigation made there-
under that the company is insolvent, or

(iv) that the conti of the pany is
prejudicial to the interests of the policy-
holders.

Vol 40. Notwithstanding anything contained in the
11 of 1913, Indian Companies Act, 1913, an insurance company
shall not be d up vol ily pt for the pur«

pose of effecting an amalgamation or a re-construction
of the company, or on the ground that by reason of its
liabilities it cannot continue its business.

Valuation of 41, (1) In the winding up of an insurance company

Mabilities.
or in the insolvency of any other insurer the value of
the assets and the liabilities of the insurer shall be as-
certained in such manner and upon such basis as the
liquidator or receiver ir insolvency thinks fit, subject,
so far as applicable, to the rule contained in the
Sixth Schedule and to any directions which may be
given by the Court.



PROPOSED AMENDMENTS AND ADDITIONS TO THE

GOVERNMENT BiLL.

Clause 39 (2) (a):

Delete the following words from Section 39, sub-

Section (2) (a):—

“ Not less than twenty policyholders holdir;é poli-
cies that have been in force for not less than three years
and are of the lotal value of not less (han {wenty thousand

rupees.”

and substituie therefor the following :—

* One hundred holders of policies of Life Insurance
or one per cent of the total number of holders of rolicies

of Life Insurance whichever is more.”

Clause 39 (2) (b) (ii):

Delete the words ** one month " in lines 3 and 4
and substitute therefor the following words ** three months.”

40

REMARKS AND REASONS FOR THE PRoPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

The Committee feel that the number of
policyholders who are entitled to apply should
be a large number, in view of the fact that if
the said sub-section is allowed to be p d
into law as it stands, an unscrupulous agent
can secure the requisite number of policyhold-
ers to apply to the Superintendent of Insurance
with the object of harassing the Company.
The number suggested by our Committee ap~
pears much larger but really it will not be so
because even new policyholders not of 3
years’ standing may join in the requisition.
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(2) For the purposes of any reduction by the Cour
of the amount of the contracts of any insurance com
pany the value of the assets and liabilities of the com
pany and all claims in respect of policies issued by i
shall be ascertained in such manner and upon suc!
basis as the Court thinks proper having regard to th
rules aforesaid.

(3) The rule in the Sixth Schedule shall be of th
same force and may be repealed, altered or amendec
as if it were a rule made in pursuance of section 24(
VIl of 1913. of the Indian Companies Act, 1913, and rules may b
made under that section for the purpose of carrying int
effect the provisions of this Act with respect to th
winding up of i e compani

ﬁ?"’:f:;l’ﬂ’ 42. (1) In the winding up of an insurance compan;

E;'gr:.‘f: Htfe ond in the insolvency of any other insurer the value )
Hauidation the assets and the liabilities of the insurer in respec
of life insurance business shall be ascertained separatel;
from the value of any other assets or any other liabili
ties of the insurer and no such assets shall be applie
to the discharge of any liabilities other than those i
respect of life insurance business except in so far a
those assets exceed the liabilities in respect of life in

surance business.

(2) In the winding up of an insurance compan
carrying on the business of life insurance or in th
insolvency of any other insurer carrying on such busi
ness where any proportion of the profits of the insure
was before the commencement of the winding up o
insolvency allocated to policy-hold if, when th
assets and liabilities of the insurer have been ascertained
there is found to be a surplus of assets over liabilitie
(hercinafter referred to as a prima facie surplus) ther
shall be added to the liabilities of the insurer in respec
of the life insurance business an amount equal to sucl
proportion of the prima facie surplus as is equivalen
to such proportion of the profits allocated to share
holders and policy-holders as was allocated to policy
holders during the ten years i liately preceding the
commencement of the winding up and the assets of thi
insurer shall be deemed to exceed his liabilities only
in so far as those assets exceed those liabilities afte

such addition:

Provided that, if in any case there has been no suct
allocation or if it appears to the Court that by reasor
of special ci it Id be inequitable thal
the amount to be added to the liabilities of the insure:
in respect of the life insurance business should be ar
amount equal to such proportion as aforesaid, the
amount to be so added shall be such amount as the
Court may direct.
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Notes

Winding up
of secondary
companies.

CLAUSES OF GOVERNMENT BiLL,

43. (1) Where the insurance business or any part
of the insurance business of an insurance company
has been transferred to another insurance company
under an arrang t in p of which the first
mentioned company (in this section referred to as the
secondary company) or the creditors thereof has or
have clai inst the P to which such transfer
was made (in this section referred to as the principal

company) then if the principal company is being wound
up by or under the supervision of the Court, the Court
shall (subject as hercinafter mentioned) order the
secondary company to be wound up in conjunction
with the principal company and may by the same or
any subsequent order appoint the same person to be
liquidator for the two companies and make provision
for such other matters as may seem to the Court neces-
sary with a view to the companies being wound up as
if they were one company.

(2) The commencement of the winding up of the
principal company ehall, save as otherwise ordered
by the Court, be the commencement of the winding up’
of the secondary company.

(3) In adjusting the rights and liabilities of the
members of the several companies among themselves
the Court shall have regard to the constitution of the
companies and to the arrangements entered into
between the companies in the same manner as the Court
has regard to the rights and liabilities of different
classes of contributories in the case of the winding up-
of a single company or as near thereto as cir
admit. )

(4) Where any company alleged to be secondary:
is not in process of being wound up at the same time’
as the principal company to which it is alleged to be
secondary, the Court shall not direct the secondary
company to be wound up, unless, after hearing all
objections (if any) that may be urged by or on behalf
of the company against its being wound up, the Court
is of opinion that the pany is dary to the
principal company and that the winding up of the
company in conjunction with the principal company
is just and equitable.

(5) An application may be made in relation to the
winding up of any secondary company in conjunction
with the principal company by any creditor of, or
person interested in, the principal or secondary com-
pany.

(6) Where a company stands in the relation of a
principal company to one insurance company and in
the relation of a secondary company to some other
insurance company or where there are several insurance
companies standing in the relation of secondary com-
panies to one principal company, the Court may deal
with any number of such companies together or in-
separate groups as it thinks most expedient upon the
principles laid down in thia section. ‘



42

j PROPOSED AMENDMENTS AND ADDITIONS TO THE REMARKS AND REASONS FOR THE PROPOSED
. GOVERNMENT BiLL. ADDITIONS, AMENDMENTS AND ALTERATIONS.



NoTEs CLAUSES oF GOVERNMENT BiLL.

Schemes for  44. (1) If at any time it appears expedient that

Tinding up of the affairs of an i pany in resp of any
compenics  (lass of business comprised in the undertaking of the
y should be d up but that any other

class of business comprised in the undertaking should
continue to be carried on by the company or be trans-
ferred to another insurer, a scheme for such purposes
may be prepared and submitted for confirmation of
the Court in accordance with the provisions of this

Act.

(2) Any scheme prepared under this section shall
provide for the allocation and distribution of ‘the
assets and liabilities of the company between anjy
classes of business affected (including the allocati
of any surplus assets which may arise on the proposec
winding up), for any future rights of every class ol
policyholders in respect of their policies and for the
manner of winding up any of the affairs of the company
which are proposed to be d up and may contain
provisions for altering the memorandum of the com-
pany with respect to its objects and such further
provisions as may be expedient for giving effect to the
scheme.

(3) The provisions of this Act relating to the valua-
tion of liabilities of insurers in liquidation and in-
solvency and to the application of surplus assets of the
life insurance fund in liquidation or insolvency shall
apply to the winding up of any part of the affairs of a

pany in d with the scheme under this
section in like manner as they apply in the winding
up of an insurance company, and any scheme under
this section may apply with the necessary modificatione
any of the provisions of the Indian Companies Act,
vt of 1313, 1913, relating to the winding up of companies,

(4) An order of the Court confirming a scheme

under this section whereby the d of a

company is altered with pect to its object shall

as respects the alteration have effect as if it were an

order confirmed under section 12 of the Indian Com- .

VIf of 1913, panies Act, 1913, and the provisions of sections 15 -
and 16 of that Act shall apply accordingly.

b el 45. In the winding up of an insurance company
and in the insolvency of any other insurer the liquidator
or assignee as the case may be shall apply to the Court
for an order for the return of the deposit made by the
company under section 5 and the Court shall on such
application order a return of the deposit subject to such
terms and conditions as it shall direct.
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;‘:ﬁﬁ_ of 46. In the winding up of an insurance company

values. and in the insolvency of any other insurer the liquida-
tor or assignee as the case may be in the case of all
persons appearing by the books of the company to be
entitled to or interested in the policies granted by the
company shall ascertain the value of the liability of the
company to each such person and shall give notice of
such value to those persons in such manner as the Court
may direct and any person to whom notice is so given
shall be bound by the value so ascertained unless he gives
notice of his intention to dispute such value in such
manner and within' such time as may be specified by
a rule or order of the Court,

Bower of 47. (1) Where an insurance company is in liqui-

reduce . ot dation or any other insurer is insolvent the Court may

insurance.  make an order reducing the amount of the insurance
contracts of the company or other insurer upon such
terms and subject to such conditions as the Court
thinks just.

(2) Where a company carrying on the business
of life insurance has been proved to be insolvent, the
Court may if it thinks fit in place of making a winding
up order reduce the amount of the insurance contracts
of the company upon such terms and subject to such
conditions as the Court thinks fit.

(3) Application for an order under this section may
be made either by the liquidator or by or on behalf
of the company or by a policyholder, and the Superin-
tendent of Insurance and any person whom the Court
thinks likely to be affected shall be entitled to be
heard on any such application.

Special provisions relating to non-Indian Com-

panies.
Power of 48. Where by the law or practice of the country in
© Generalin.  which an insurer carrying on insurance business in
imporecal  British India is ituted, incorp d or domiciled
disabllitles, companies incorporated in British India are
Companies. 1

required as a condition of carrying on insurance busi-
ness in that country to comply with any requirement
whether as to the keeping of assets in that country or
otherwise which is not imposed upon insurers of that
country under this Act, the Governor-General-in-Coun-
cil may, by notification in the Gazette of India, direct
that the same require t, or requir ts as similar
thereto as may be, shall be imposed upen

of that country as a condition of carrying on the busi-
ness of insurance in British India.




;
PRopofSED AMENDMENTS AND ADDITIONS TO THE
| GOVERNMENT BiLL.

Clause 48:

Add between the words ** whether” and “ ez in
line 7 the followjng words:—

*“ as to the keeping of initial depasits or

Delete the \ord “may ™ in line 10 and substitute
therefor the word) ' shall.”

The amendefl Clause would read as follows:—

“Where by lthe law or practice of the country in
which an insurer ¢arrying on insurance business in British
India is com(i[utez. incorporated or domiciled, insurance
companies incorporuited in British India are required as a
condition of cmyi}lg on insurance business in that couniry
o comply with any requirement whether as to the kesping
of initial deposits dr as to the keeping of assets in that
couniry or otherwisq which is not imposed upon insurers of
that country undq\ this Act, the Governor-General-in-
Council shall, by nokfication in the Gazetle of India, direct
that the same requireinent, or requirements as similar thereto
as may be, shall be fmposed upon insurers of that country
us a condition of catrying on the business of insurance in

British India.”

4“4

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, - AMENDMENTS AND ALTERATIONS.

The Committee feel that for the self
respect of the Indian Commercial community
no discretion should be left to the Governor-
‘General-in-Council but that it should be made
obligatory for him to direct that the same re-
«quirements should be imposed upon i
.of a foreign country as a condition of carrying
on business of insurance in British India, as
.are imposed upon Indian Insurance Companies
in such foreign countries. The Committee
further feel that in order to give effect to the
provisions of this Section an “ Indian Com-
pany ” should be defined as suggested before.
‘Failing such a definition, subsidiary com-
p‘niu f“lly re 1Nad by rJ :° .

‘may be promoted in India to avoid reciprocal
.disabilities,
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Definition of
* Provident
society.”

Application
of this Part.
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PART Il
Provident Societies.

51. In this Part * provident society” means a
person who, or a body of persons whether corporate or
incorporate _whicl\, receives premiums or contributions
for insuring money to be paid on the happening of any
of the following contingencies, namely:—

(2) the birth, marriage or death of any person;

(b) the survival by a person of a stated age or con-
tingency;

(c) failure of issue;

(d) the occurrence of a social, religious or other

ceremonial occasion;

(e) loss of or retirement from employment;

(f) disabl t in q of sick or
accident; ’

(g) the necessity of providing for the education of
a dependant; and

(h) any other contingency which may be prescribed.

52, Nothing in this Part shall apply to a provident
society which pays or undertakes to pay on any policy
of i an ity ding fifty rupees or a gross
sum exceeding five hundred rupees or which receives or
undertakes to receive by way of premium or contribu-
tion under any insurance policy any sum exceeding two
hundred and fifty rupees where the said premiums or
contributions are payable for one year or a limited num-
ber of years, or exceeding twenty-five rupees in any one
year where the premiums or contributions are unlimited
in number and terminable on death or the occurrence

of an uncertain event:

Provided that for the purposes of this section
contracts entered into before the commencement of this
Act shall not be taken into consideration and provided
further that in the case of life insurance business
* policy  includes a series of policies on the same life.\

53. No provident society established after the com-:
mencement of this Act shall adopt as its name, and
no provident society established before the
ment of this Act shall continue after the expiry of si¥
months from the commencement thereof to use as it§
name, any combination of words which fails toi
include the word * provident” or which includes the:
word * life.”
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PROPOSED AMENDMENTS AND ADDITIONS TO THE REMARKS AND REASONS FOR THE PROPOSED

GOVERNMENT BILL. ADDITIONS, AMENDMENTS AND ALTERATIONS.

PART IIL PART III.
Provident Societies, Provident Societies.

Clause 53: ' The Committee feel that from the nature
Delete the word * word" in line 7 and substitute of the business Provident Socicties are author-
therefor the following :— ised to carry on, it is necessary that they should
“ words * not be permitted to use the words * Insu-

rance * or “ Assurance ” as part of their name.
and add at the end of the Section the following words:—

* insurance or assurance.”
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Insurable
interest.

Dividing
business.

Registration.

V of 1912,

VI of 1943,

V of 1912.

CLAUSES OF GOVERNMENT BiLL.

54. No provident society shall receive any premium
or contribution for insuring money to be paid on the
death of any person other than the person paying such
premium or contribution or the wife, husband, child,
parent, brother or sister of such a person.

55. No provident society shall carry on any business
upon the dividing principle, that is to say, on the prin-
ciple that the benefit secured by a policy is not fixed but
depends either wholly or partly on the results of a distri
bution, amongst all policies maturing for payment with
in certain time limits, of a certain portion of the pre
mium income.

56. (1) No provident society except a provideng
society registered under the provisions of the Provide?:'
Insurance Societies Act, 1912, shall receive any premiuny
or contribution until it has obtained from the Super

tendent of I a certificate of registration.

(2) Every application for registration shall be
accompanied by.— :

(a) a copy of the rules of the society, or, when the
society is a company incorporated under the
Indian Companies Act, 1913, a copy of the
Memorandum and Articles of Association;

(b) a certificate from the Reserve Bank of India
that the initial deposit referred to in section 58
has been made; and :

(c) a declaration verified by an affidavit that the
minimum working capital required by
57 is available.

(3) The Superintendent of Insurance may, refuse
to issue a certificate of registration until he is satisfied
that the rules of the society comply with the provisions
of this Act and that the minimum working capital re-
quired by ion 57 is available, but if he is so satisfied
he shall register the society and its rules.

(4) The Superintendent of Insurance may, after giving
Pprevious notice in writing in such manner as he thinks
fit specifying the grounds for the proposed cancellation,’
cancel a registration made under this section or made
under the provisions of the Provident Insurance Socie-
ties Act, 1912,—

(a) if he is satisfied as the result of an inquiry made
under section 72—

(i) that the society is insolvent or must necessa-
rily become so, or

(ii) that the business of the socicty is conducted

fradulently or not in accordance with the

rules thereof, or that it is in the interests af

the policyholders that the society should

cease to carry on business,
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Rules,
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(b) if the initial deposit or any of the further de-
posits required by section 58 has not been made,
or

(c) if the society, having failed to comply with any
requirement of this Act, has continued such
failure for a period of one month after notice
of such failure has been conveyed to the society
by the Superintendent of Insurance:

Provided that the Superintendent of Insurance may,'
if he thinks fit, instead of cancelling a registration
under sub-clause (i) of clause(a) of this sub-section make
a recommendation to the Court that the contracts of
the society should be reduced in such manner and
subject to such conditions as he may indicate.

' 87. No provident society established after the com-
mencement of this Act shall be registered unless it has
a paid up capital sufficient to yield a net sum of not less
than five thousand rupees as working capital.

58. (1) Every provident society shall, if established
before the commencement of this Act within one year
from such commencement, or, if established after the
commencement of this Act before the society applies
for registration under section 56, deposit and keep de-
posited with the Reserve Bank of India for and on
behalf of the Governor-General-in-Council Government
securities amounting at the market value of the securi-
ties on the date of deposit to five thousand rupees, and
shall thereafter make each year a further deposit
amounting to not less than one-fifth of the gross pre-
mium income for the year until the total amount so
deposited and kept in Government securities is fifty
thousand rupees.

(2) The provisions of sub-sections (6), (7) & (8) of
section 5 and of sub-section (1) of section 6 shall
apply to the deposits made under this section as they
apply to deposits made by an insurer.

59. (1) Every provident society established after the
commencement of this Act shall in its rules set forth—

(a) the name, the object and the location of the
registered office of the society;

(b) the conti ies or cl of conti v on
the happening of which money is to be paid;

(c) the conditions to be complied with before, and
the payments to be made on, admission to the
society;

(d) the rates of premium or contribution, and the
periods for which or the times at which pre-
miums or contributions are payable;

(e) the maximum amount payable to a subscriber
or policyholder;
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(f) the amount to which a policyholder ' his ve-
presentative is entitled on the matuy of &
policy;

(g) the circumstances in which a bonu-iuy be
paid to a policyholder;

(h) the of the evid quiredfor: the
proof of the happening of any continpcy on
which money is to be paid; .

(i) the circumstances in which policies av be
forfeited or renewed and premiums veontr.:
butions may be returned by way of srender
value;

(j) the proportion of the annual income;i’ the
society which may be disbursed on the anages
ment of the society;

(k) the principles followed in investing the hds of:
the society;

(1) the provisions for appointment of ditors
and their remuneration;

(m) the procedure to be adopted in altery: the
rules of the society; !

(n) unless these are provided for in the anws of
association of a society which is a commy in-
corporated under the Indian Companie Act;
1913,—

(i) the mode of appointment and remov; .the
qualification and the powers of a dxtor,
manager, secretary or other officer: :the
society;

(ii) the manner of raising additional capita and

J. e

(iii) the provisions for the holding of
ings of the members and policyhold¢sand
for the p to be ised and thpro«:
cedure to be followed thereat; and

(o) such other matters as may be prescribec = -

(2) Where the rules of any provident society rester«
ed under the Provident Insurance Societies Act, ‘2,
fail to comply with the provisions of this sectio:the-
society shall, before the expiry of six months franthe .
commencement of this Act, amend the rules soi: to -
comply with these provisions.

60. (1) No amendment of any rule of a prowent
society shall be valid until it has been sent to the Serv
intendent of I and has been registered bysm. .

(2) The Superintendent of Insurance on being iz
fied that the proposed amendment is not contrary tthe::
provisions of this Act shall, unless he is of opini '
the amendment unfairly affects the rights of eximg
members or policyholders of the society, issue tzhe ..
ledgment of the registration cfhe -

T vy 1
Y an ack

amended rule.
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?.:"!’P‘Yd"r“'lh_ 61. Every provident society shall on demand Jisey
free of cost to any member of the society a copyt e
rules of the society and to any person other than nem.
ber a copy of such rules on the payment of a #: net
exceeding one rupee.

Reglatered 62. Every provident society not subject to the dian

VH of 1913. Companies Act, 1913, shall have an office (on the cside
of which it shall keep displayed its name in a i
cuous position in legible ch ters) to which all cuni
nications and notices may be addressed and sheiiive

tice to the Superi dent of | of any ~nes
in the location thereof.

Publication o 63. Where any notice, advertisement or other ccm}

cope e publication of a provident society contains a statient

::supl:ld wp of the amount of the authorised capital of the societ the
capital. publication shall also contain a statement of the ssuns:
of the capital which has been subscribed and the e>une

paid up.

Registers and 64. Every provident society shall keep at i re.
books. .
gistered office—

(a) a register of members in which shall be ewea
the name, address and occupation, if a» of
every member of the society;

(b) a register or record of policies in which stz be -
entered in respect of every policy issueby-
the society, the name and address ciher=
policyholder, the date when the policyras =
effected and a record of any transfer, ssn- =
ment or nomination of which the societpas=a
notice;

(c) a register of claims in which shall be ested =
every claim made, together with the datof 4
the claim, the name and address of the clant :
and the date on which the claim is dischardsca

(d) a register of agents in which shall be ent:d =
the name and address of every agent empicd=
by the society; :

(e) a cash book in which shall be entered sepasy =+
for each class of cont i pudy zm
specified in section 51 all sums recesds
and expended by the society and em:
matters in respect of which the receipprem
expenditure takes place;

(£) a ledger; and
(g) a journal.
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% Clanse 63: Vide the Committee’s observations under
Add the following words between the words ** author- Clause 88 (b).

sed " and * capital * in line 3:—
* or subscribed.”
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65. (1) Every provident society shall at the expiry
of the calendar year prepare a revenue account and
balance sheet in the prescribed form verified in the

p ibed ther with a report on the
general state of the society’s affairs and shall cause the
n t and bal sheet to be audited by an

auditor and the auditor shall so far as may be in the audit
of a provident society have the powers of and exercise
the functi d in and disch the duties imposed
on an auditor of companies by section 145 of the Indian
Companies Act, 1913,

(2) Every provident society shall at the expiry of
the calendar year prepare with repect to that year—

(a) a t showing separately for each class
of contingency separately specified in section
51—

(i) the ber of new polici ffected, the

total amount secured thereby and the total

premium income received in respect thereof

and the number of existing policies dis-

continued during the year with the total

t of the clai I gk by,

(ii) the total amount of claims made and the

total amount paid in satisfaction thereof,
and

(iii) the total expenditure by the society in

respect of each class of contingency; and

(b) a t showing details of every insurance

effected on a life other than the life of the

person insuring.

(3) Until the expiry of two years from the com-
mencement of this Act this section shall apply to

provident societies istered bef the
ment of this Act under the Provident Insurance Societies
Act, 1912, as if the ref to the calendar year

were a reference to either the financial year or the calen-
dar year.

66. (1) Every provident society shall once in every
five years or at such shorter intervals as may be laid -
down by the rules of the society cause an investigation
to be made into its financial condition including the
wvaluation of its liabilities by an actuary.

(2) The report of the actuary shall contain an
abstract in which shall be stated—

(a) the | principles adopted in the valuati
including the method by which the valuation
age of lives was ascertained, )

(b) the rate at each age of the mortality assumed
and the annuity values used in valuation,

{c) the reserve values held against policies effected,
(d) the rate of interest assumed, and
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(e) the provision made for expenses,
and shall have appended to it a certificate signed by
a principal officer of the society that all material neces-
sary for proper valuation has been placed at the dis-
posal of the actuary. )

(3) If the actuary finds that the financial condition
of the society is such that no swrplus exists for distribu-
tion as bonus to the policyholders or as dividend to
the shareholders, he shall state in his report whether
in his opinion the society is insolvent and, if so, the
extent to which in his opinion existing contracts should
be modified or existing rates of premium should be
adjusted to make good the deficiency in the assets.

67. (1) The revenue account and balance-sheet with

- the auditor’s report thereon and the report on the general

state of the society’s affairs referred to in sub-section
(1) of section 65, the statements referred to in sub-
section (2) of section 65, and the report and abstract
referred to in section 66 shall be furnished as returns
to the Superi d of 1 within three months
from the end of the period to which they relate and copies
of the revenue account and balance-sheet and the audi-
tor's report thereon and of the report on the general
state of the society’s affairs shall be sent to any member
or policyholder making a written application within
fourteen days from the receipt of the application.
(2) The provisions of section 14 shall apply to the
ts and bal heet of a provident society
being a pany incorp d under the Indian
Companies Act, 1913, as they apply to the accounts
and balance-sheet of an insurer.

68. (1) Every provident society, established after the
commencement of this Act, shall cause every scheme
of i which it prop to put into operation,
and every provident society registered before the com-
mencement of this Act under the provisions of the Pro-
vident Insurance Societies Act, 1912, shall cause any
new scheme which it proposes to put into operation
after suck t to be ined by an ac-
tuary, and shall not receive any premium or contribu-
tion in connection with the scheme until the actuary
has certified that the scheme is sound and such certi-
ficate has been forwarded to the Superintendent of
Insurance.

(2) The provisions of sub-section (1) shall apply to
any alteration of a scheme already in operation, but the
Superi dent of I may, if he is of opinion
that the alteration unfairly affects the interests of
existing policyholders, prohibit the alteration, and,
if he does so, the society shall not put the altered scheme
into operation, unless it first discharges to the satisfac-
tion of the Superi dent of I all its liabilities
to those of the existing policyholders who dissent from
the alteration. .
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(3) Every provident society registered before the
commencement of this Act under the provisions of the
Provident Insurance Societies Act, 1912, shall as soon
as may be and in any event before the expiry of twelve
months from the commencement of this Act, submit
all schemes of insurance which the society has in opera-
tion at the commencement of this Act to examination
by an actuary and shall send the report of the actuary
thereon to the Superintendent of Insurance.

(4) The report of the actuary shall state in respect
of each scheme whether it is actuarially sound and
where no actuarial report such as is referred to in section
66 has been made within the two years preceding the
examination the report shall also state whether the
assets of the society are sufficient to meet its liabilities
under the existing schemes, and if not how in the opinion
of the actuary the existing contracts should be modi-
fied.

(5) If any scheme is reported by the actuary to be
actuarially unsound, the Superintendent of Insurance
shall give notice to the society prohibiting the operation
of the scheme; and the society shall not receive any
premium -or contribution or effect any policy in
connection with the scheme after the expiry of one
month from the receipt of such notice.

(6) Where a scheme is discontinued under the pro-
visions of sub-section (5) the society shall, where its
assets are sufficient to meet all existing liabilities, set
apart out of its assets the sum sufficient in the opinion
of the actuary to meet the liabilities incurred under the
scheme so discontinued, and where its assets are not so
sufficient, within three months from the date of
the discontinuance, apply to the Court for a modification
of its existing contracts or failing such modification for
the winding up of the society.

69. (1) Where a provident society effects policies of
insurance in connection with more than one of the
classes of contingency separately specified in section 51,
the receipts and payments in respect of each such class
shall be recorded in a separate account in the cash book
kept in accordance with section 64.

(2) Where a provident society effecting policies of
insurance in tion with conti ies specified in
clauses (a) and (b) of section 51 or any one of them also
effects policies in connection with any other class of
contingency there specified, the of receipts over
payments in respect of the busi done in tion
with the contingencies specified in clauses (a) and (b)
of section 51 shall be carried to, and shall form, a
separate fund.

(3) The separate fund referred to in sub-section (2)
shall be as absolutely the security of the holders of
policies effected in connection with the contingencies
specified in clauses (a) and (b) of section 51 as if the
society carried on no other business but the effecting of
such policies.
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70. (1) Every provident society shall, unless it al-
ready holds invested in Government securities or secus
rities mentioned or referred to in section 20 of the Indian
Trusts Act, 1882, not less than sixty per cent. of the total
assets of the society, invest all surplus assets in such
securities until the total amount so invested amounts
to not less than sixty per cent. of the total assets of the
society, and shall thereafter keep invested in such
securities not less than sixty per cent. of the total assets
of the society.

(2) No funds or investments-of a provident society
shall be kept otherwise than in the name of society.

(3) No loan shall be made out of the assets of a prov.
dent society to any director or officer of the societ
except on the security of a policy of insurance held in
the society and no such loan shall be made to any concern
of which a director or officer of the society is a director or
partner.

(4) Any director or officer of a society which con-

travenes the provisions of sub-section (3), who is
knowingly a party to the contravention, shall without
prejudice to any other penalty which he may incur be
jointly and severally liable to the society for the amount
of the loan, and such t, together with i

from the date of the loan at such rate not exceeding
twelve per cent. per as the Superintendent of
Insurance may fix, shall on application by the Super-
intendent of Insurance to any civil court of competent
jurisdiction be r ble by tion as if a d for
such amount had been passed by that court.

71. The books of every provident society shall at all
reasonable times be open to inspection by the Superin-
tendent of I or any p ppointed by him
in this behalf or by any member of the society. i

72. (1) The Superintend of 1 may, if
he thinks fit, at any time visit the principal office of
any provident society and inquire into the solvency
of the society and the manner in which the business
of the society is conducted or may direct such an

inquiry to be made by an auditor or actuary appointed*

by him.

(2) For the purposes of any such inquiry the Super-
intendent or the auditor or actuary, as the case may
be, shall be entitled to examine all books and documents
of the society and may demand from the society or any
officer of the society such explanations as he may require
oh any matter relating to the affairs of the society.

-(3) The results of any such inquiry shall be recorded
in a report which shall be kept in the office of the
Superintendent and shall be open to inspection by
any ber or policyholder of the society.
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b’%m 73. (1) The Court may order the winding up of &
Yoluntary » Provident society being a company incorporated unden.g-

o

winding
Vil'af 1915, the Indian Companies Act, 1913, and the provisions of.
that Act shall, subject to the provisions of !}usﬁﬂr:
Chapter, apply accordingly.
(2) In addition to the grounds on which such an ordem ot
may be based, the Court may order the winding up of az’"
provident society, if the registration of the society idfi
cancelled by the Superintendent of Insurance unde.q“

sub-section (4) of section 56. !

(3) A provident society being a company incorpo-;

Vil o 1913. rated under the Indian Companies Act, 1913, maw
be d up vol ily in d with the pro<

visions of that Act, but shall not be so wound up except:

for the purpose of effecting an 1 jon or

truction of the society or on the ground that by reason of:

its liabilities it cannot continue its business. i

AT

TR e w

(4) A provident society not being a company incor-|
VII of 1913. porated under the Indian Companies Act, 1913, may!

R

be d up 1 ily under this Act if a)
resolution is passed by the proprictors that thel
society should be d up voluntarily for the purpose ‘

or on the ground specified in sub-section (3), and the i
Superintendent of Insurance may, in any case where he)
‘has ordered the cancellation of the registration of ai]

under sub-section (4) of section 56, order the ;
winding up of the society under this Act.

i
i
Reduction of 74, The Court may make an order reducing the 1
t of the i contracts of a provident society }

upon such terms and subject to such conditions as the i‘

Court thinks just— i
(a) if the Superintendent of I as an altemnas [il
tive to cancelling the registration of a society |i§

under sub-section (4) of section 56 applies to‘

the Court in this behalf; 19

(b) if while a society is in liquidation the Court i
thinks fit; or

(c) if when a society has been proved to be insol- |
vent the Court thinks fit to do so in
place of making an order for the winding up §
of the society. |

A pointment 75. (1) Where a provident society is to be wound up

v of |9u " whether under the Indian Companies Act, 1913, or
under this Act, the society shall, within seven days from
the date of the order of the Court ordering the winding up
or the passing of the Tuti horising the windi
up, as the case may be, give notice thereof to the Super-
intendent of [ and, pt where the winding
up is done by an order of the Court, the Superintendent
of I shall appoint the liquidator and shall deter-
mine the remuneration to be paid to him. '

(2) Any liquidator so appointed may be removed by, ,

the Superintendent of I if satisfied that the
duties entrusted to him are not being properly dur
charged. :
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76. (1) A liquidator appointed to wind up a society

shall bave power— :

(a) to institute or defend any legal proceedings on
behalf of the society by his name of office;

(b) to determine the contribution to be made by
members of the society respectively to the
assets of the society; !

(c) to investigate all claims against the society and
to decide questions of priority arising betweer

claimants;

(d) to determine by what p and in what pro-‘m
portion the costs of the liquidation are to be.
borne;

(e) to give such directions in regard to the collec.:
tion and distribution of the massets of the
society as may appear to him to be necessary
for winding up the affairs of the society;

(f) to summon, and enforce the attendance of,
witnesses and to compel the production of
documents by the same means and as far as
may be in the same manner as is provided in
the case of a civil court by the Code of Civil
Procedure, 1908; and

(g) with the sanction of the Superintendent of
I to employ such establishmenti
and to obtain such assistance from an actuary:
or an auditor as may be necessary for the
discharge of his duties.

(2) The liquidator shall, for settling the list of con-
tributories and realising the amount of contributions,
have the same powers as an official liquidator appointed
by the Court for the winding up of a pany under the

VIl of 1913. Indian Companies Act, 1913,

Procedure at

lquidation.

77. (1) As soon as a liquidator is appointed to wind
up a society he shall take charge of all property move-
able or immoveable of the society and of all its books and
documents.

(2) If any proprietor or officer of the society or any'
other person retains any portion of the assets of the
society or fails to deliver to the liquidator any book or
document when so required by the liquidator, he shall be
punishable with imprisonment which may extend to six
months, or with fine which may extend to five hundred
rupees, or with both, and the Court may order the
delivery of the assets or book or document to the
liquidator.

(3) The liquidator shall within seven days of his
appointment send notice by post to all persons who
appear to him to be creditors of the society that a meet-:
ing of the creditors of the society will be held on a date
not being less than fourteen nor more than twenty-one
days after his appointment, and at a place and hour to
be specified in the notice, and shall also advertise
notice of the meeting once in the local official Gazette
and once at least in two newspapers circulating in the
province in which the society is situated.
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(4) At the meeting so held the creditors shall deter<
mine whether an application shall be made for the
appointment of any p as liquid jointly
with the liquidator already appointed, or for the
appointment of a committee of inspection, and, i
they so resolve and an application accordingly is mads
at any time not later than fourteen days after the date
of the meeting by any creditor appointed for the purposai :0
at the meeting, the Superi dent of I shalllj e
appoint a suitable person jointly with the liquid >3-
already appointed, and, if so desired, a committesj:n
of inspection. ’

(5) The i of inspection shall, subject toj!
any prescribed conditions, have a general power of s
supervision over the acts of the liquidator and shall}sr
have the right to inspect his at all blas ld

times.

(6) The liquidator shall ascertain as soon as practi';' s
cable the amount of the society’s liability to every per-i&z 12
son appearing by the society’s books to be entitled tof 1)
or interested in any policy issued by the society, and|ln
shall give notice of the amount so found to each uuch‘fm
person in the prescribed manner and each such p % o
on receiving such notice shall be bound by the value Mx'» ®
ascertained. oh

i

(7) The liquidator shall make a valuation of d“.'i?"“
assets of the society and in estimate of the costs of theit !
winding up, and shall on the basis of these settle the
list of contributories.

(8) The liquidator shall apply to the Superintendent‘:f‘
of Insurance for an order for the return of the deposit
made by the society under section 58 and the Superinten-
dent of Insurance shall on such application order the
return of the deposit subject to such terms and condi-ji;
tions as he may think fit. |

(9) In administering and distributing the assets of &
the society the liquidator shall have regard to any|ji:
direction that may be given by the creditors or contri- |}l
butories at a general meeting or by the Superintendent N
of Insurance.

(10) The liquidator shall keep books of account in |}
which he shall record the proceedings at all meetings }ii-
attended by him, all amounts received or expended by [{i:
him and any other matter that may be prescribed, and
these books may, with the sanction of the Superinten-
dent of Insurance, be inspected by any creditor or con~
tributory.

(11) If the winding up continues for more than a
year, the liquidator shall a meeting of thell
creditors and contributories at the end of the f{irst year
and of each succeeding year, and shall lay before thera
an account of his acts and dealings and of the conduct
of the winding up, and that account together with any
views expressed thereon by the meeting shall be for-
warded by the liquidator to the Superintendent o€

F

Insuranca
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(12) So far as is not otherwise provided herein
or is not otherwise prescribed under this Act the Liqui-
dator shall so far as practicable follow the procedure to
be followed by an official liquidator appointed by the
Court for the winding up of a company under the Indian

VIL of 1913. Companies Act, 1913.

Z";"ri‘,‘f"é’;t 78. (1) As soon as the affairs of a provident society
soclety. are fully wound up the liguidator shail prepare an

account of the winding up showing how the winding
up has been conducted and the property of the society
has been disposed of and shall call a meeting of the
members, creditors and contributories for the. purpose
of laying before it the account and giving any explana-
tion thereof. ‘

(2) Notice of the meeting shall be sent to each per-
son individually and shall be advertised in the local
official Gazette and in at least two newspapers circulat-
ing in the province in which the society is situated.

(3) Within one week after the meeting the liguidator
shall send to the Superintendent of Insurance a copy of
the account and shall report to him the holding of the
meeting and its date.

(4) The Superintendent of Insurance may return the
account to the liquidator if it is incomplete or unsatis-
factory and may require the liquidator to carry out any
further steps r y to complete the winding up and
the liquidator shall comply with such requirement and
shall submit a further report to the Superintendent of

Insurance within six months.

(5) If the Superintendent of Insurance is satisfied
that the affairs of the society have been fully wound up
he shall register the of the liquid who shall
forthwith make over to the Superintendent of Insurance
sums, if any, remaining undisposed of; and on the expiry

" of three months from the registering of the the
Superintendent of Insurance shall declare the society
dissolved and cause the dissolution of the society to be
notified in the local official Gazette, and the liquidator
shall thereupon be discharged from further responsi-
bility.

(6) If within a period of three years from the date
on which any sums have been made over to the Superin-
tendent of Insurance under sub-section (5) an order of

a court of competent jurisdiction has not been obtained
at the instance of any claimant to such sums for their
disposal, the said sums shall become the property of
Government.

Nominations 79. (1) The provisions of section 31 and section 32

and assign- I ) . e ..

ments. relating to t, t and jon in the
case of life insurance policies shall, subject to the pro-
visions of this section, apply to policies of insurance

issued by any provident society.
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(2) No nomination shall be valid if the person
nominated is not the husband, wife, father, mother
child, brother, sister, nephew or niece of the holder of
the policy.

(3) The holder of every policy of insurance issued
by a provident society after the commencement of thini
Act, shall when effecting the policy nominate the personl
or persons to whom the money secured by the policys
shall be paid in the event of his death and such nomina-
tion shall be incorporated in the text of the policy it-;
self and entered in the register of policies maintained!
by the society but any such nomination may be revoked!
or varied by a subsequent nomination.

80. (1) An appeal shall lie to the Court within thirty
days—

(a) from an order of the Superintendent of Insur-
ance refusing to register a provident society
or any rules or amendments of rules of such
society;

(b) from an order of the Superintendent of Insur-
ance cancelling the registration of a society;

(c) from an order made by a liquidator appointed
under section 75.

(2) Save as provided in sub-section (1) any order

made under this Part shall be final and conclusive.

PART IV.

Miscellaneous.

81. (1) Any insurer who makes default in com-
plying with any requirement of this Act and, where
the insurer is a company, any di manager or
other officer of the .company, or where the insurer is
a firm, any partner of the firm, who is knowingly a
party to the default, shall be punishable with fine
which may extend to one thousand rupees and, in the
case of a continuing default, with an additional fine
which may extend to five hundred rupees for every
day during which the default continues.

(2) Any provident society which makes default in
complying with any of the requirements of Part 1
and any director, manager, secretary or other officer
of the society who is knowingly a party to the default,
shall be punishable with fine which may extend to five
hundred rupees or in the case of a continuing default
with fine which may extend to two hundred and fifty
rupees for every day during which the default contié
nues. :
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for 82, If any regist t, bal sheet or other
1

t required by this Act is false in any:
particular to the knowledge of any person who signs it,:
such person shall be punishable with imprisonment for:
a term which may extend to two years, or with fine, oni:
with both, '

Cogntzance of 83, No Court inferior to that of a Presidency Magis-

Service of
notices.

trate or a Magistrate of the first class shall try any
offence under this Act.

84. (1) Any process or notice required to be served
on an insurer shall be sufficiently served if addressed
to any person registered with the Superintendent of
1 as a p authorised to accept notices on
behalf of the insurer and left at, or sent by post to,
the address of such person as registered with the
Superintendent of Insurance.

(2) Any notice or other document which is by this
Act required to be sent to any policyholder may be
addressed and sent to the person to whom notices
respecting such policy are usually sent and any notice
so addressed and sent chall be deemed to be notice to
the holder of such policy:

Provided that, where any person claiming to be
interested in a policy has given to an insurer or to a
provident society notice in writing of his interest, any
notice which is by this Act required to be sent to policy-
holders shall also be sent to such person at the address
specified by him in his notice.

85. (1) The Governor-General-in-Council may, sub-
ject to the condition of previous publication by noti-
fication in the Gazette of India, make rules to carry out
the purposes of this Act.

(2) In particular and without prejudice to the gene-
rality of the foregoing power, such rules may pres-
cribe—

(a) the qualifications to be p d by

(b) the manner in which it shall be determined
for the purposes of this Act what is insurance
business transacted in British India;

(c) the manner in which licences to act as insurance

may be issued;

(d) the contingencies other than those specified in
clauses(a) to(g) of section 51 on the happening
of which money may be paid by provident

societies;

(¢) the matters other than those specified in clauses
(a) to (n) of sub-section (1) of ion 59 on
which a provident society shall make rules;

(f) the form of any t, or regist
required by Part [l and the manner in
which such t, or regi shall

be verified;



PROPOSED AMENDMENTS AND ADDITIONS TO THE
- GOVERNMENT BiLL.

Clause 84 (1)

Delete the words * {eft at, or™ in line 5.

Add between the words * by * and * post™ in line
5 the following words:—

** negistered ¥

Clause 84—Proviso:
Delete the words * interested in™ in line 2 of the
proviso and substitule the following words:—

“* assignee of ™

60

REMARKS AND REASONS FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

This suggestion will eliminate the doubt
whether the notice was served.

This alteration is necessary as it is other-
wise difficult to decide who is interested in
the policy.
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(g) subject to the provisions of this Act the feu!ul
payable thereunder and the manner in whlch; o

they are to be collected; and

(h) the conditions and the matters which may bay

prescribed under sub-sections(5), (10)and (12)% 1 .l

of section 77.

(3) All rules made by a Local Government under th AR
provisions of section 24 of the Provident Insurancedi:n:
Societies Act, 1912, and in force at the commencemensi- >r

of this Act shall so far as not inconsistent with the:

provisions of Part III continue in force and haved -
effect as if duly made under this section until they arej-

replaced by rules made under this section.

of 86, The Governor-General-in-Council may, on thq‘ I

application or with the consent of an insurer, alteu'
the lations, requi ts or forms contained in tlm
Schedules as respects that i , for the purpose ol’(
adapting them to the cucumstances of that insurer.

87. The S i dent of I may del

P

all or any of his powers and functions under Part Il ]

to the officer appointed by the local Government to X

exercise in the province the powers and functions of the
Superintendent of Insurance in relation to provident
societies,

88. The Governor-General-in-Council may by noti-
fication in the Gazette of India and subject to such
conditions and restrictions as he thinks fit exempt any
insurer or any provident society or class of provident
societies from all or any of the provisions of this Act.

Bt

-3k
]
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Clause 86:
Delete the entire Clause 86.

Clause 88:
Delete the entire Clause 88.

61
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The Committee have come to the con-
clusion that the Governor-General-in-Council
should not be vested with the power of dis-
pensing with the requirements of the forms as
respects a particular insurer. If in case of any
one company, any form is allowed to be
different than that of other companies, the
public will not be able to make comparisons
betv vari panies working in India.
Ifa Indian is allowed to chang
any form or alter the method of filling in any
return, it will be enjoying certain privilege not
enjoyed by an Indian company and it might

pe certain publicity. This section should
therefore be deleted.

The Committee feel that the Governor-
G l-in-C il should not have the dis-
cretion to exempt any Insurer or Provident
Society from the operation of any of the pro-
visions of the Act, as all Insurers and Pro-
ident Societies should be placed on the same
footing. In any event no Insurer should be
exempted from the operation of the following
Clauses of the Bill ;e
3, 4, 5, 11, 12, 13, 18, 19, 23, 33,
34 and 48,
In extreme cases a special Bill could be
introduced in the Legislatures.
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ProPoSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

New Clame 88 (a):
‘Add the following new Clause 88 (a):—

(i) It shall not be lawful for any Insurer to
carry on the business of Insurance om
the basis of a Dividing Sociely business.

(i) * For the purpose of sub-Section (i) the

Dividing Socicly means any Insurer who

carried on the business on the dividing
principle, namely, under which the bene-
fil sccured by any policy issued by it is
not fixed, but depends cither wholly or
partly on the resulls of the division of
any portion of the premium income or
funds amongst policies which have be-
come duc for payment cither equally or
in proportion o the premiums received
under each class in any specified period.”™

New Clause 88 (b):
Add the following new Clause 88 (b):—

** Where any notice, advertisement or other official
publication of an Insurer conlains a statement of the
amount of the authorised or subscribed capital of the Insurer,
the publication shall also conlain a stat of the t
of the capital which has been subscribed and the amount
paid up.”

New Clause 88 (c):
Add the following new Clause 88 (c):—

(i) *“No person shall place any insurance busi-
ness with a company not registered under
this Act or with any office or Agency of
a Company registered under this Act
but situated outside British India, unless
a cerfificate is obtained from the Super-
intendent of Insurance authorising him
to place such insurance on the ground
that such insurance cannot be effected
in British India with any Company re-
gistered under this Act.”

(i) * Any person making a defaull in complyi
with the provisions of this Section, shall
be punishable with a fine which shall
not be less than twenty-fice per cent.
of the premium paid in respect of such
Insurance nor more than the total amount
of such premium.”
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Section 55 of the bill provides that no
Provident Fund Society shall carry on any
business upon a dividing principle, There is
no provision similar to that prohibiting the
carrying on of business on dividing principle
by I Compani It is desirable that
a similar provision should be made so far as
1, r * are "

The Committee observe that from the
ture of the busi of an & Com-
pany, every insurer keeps a larger amount of
authorised and/or subscribed ital but the
paid up capital is comparatively small, the
reason being that in case of extraordinary
emergency, portion of this subscribed capital
may be called up. In view of this, the Com-
mittee feel that it should be made obligatory
for every Insurer to include in his publication
not only the authorised or subscribed capital
but also the paid up capital.

With a view to protect Indian policy~
holders the Government bave been taking
the trouble of organising supervision of
Insurers doing business in India. This
may be frustrated if people of India
are tempted to place their imsurances
outside India in Companies which are
not subject to supervision by the Govern-
ment of India. Sach temptations might come
in the way of Indians by way of advertise-

ts or circulars from outside India by which
cheap rates and large rebates are offered for
insurances i placed directly outside India.
Our Commiittee have therefore framed the
new Clause 88 (c) and trust that the Govern-
ment would incorporate same in the final Act.
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NotEes

CLAUSES OF GOVERNMENT BILL.

Amendment 89. To the Explanation to section 130 of the

of Section
2oy Transfer of Property Act, 1882, the following words
of 1882. and figures shall be added, namely:—
" or affects the provisions of section 31 of the
Insurance Act, 1937.”
Amendment 90. In the First Schedule to the Indian Limitation

£ Schedule I, . . .
:A;a:scl)f of " Act, 1908, for the entry in the third column relating to

article 86 the following entry shall be substituted,
namely :—

* The date of the death of the deceased .. ..”

5":’?‘""“ 2 91. The Provident Insurance Societies Act, 1912,
Vi of 1912. the Indian Life Assurance Companies Act, 1912, and
XX of 1928. the Indian Insurance Companies Act, 1928, are hereby

repealed.



PRrROPOSED AMENDMENTS AND ADDITIONS TO THE
GOVERNMENT BILL.

New Clause 88 (d):
Add the following new Clause 88 (d):—

* Notwithslanding anything in any law for the time
being in force, the Governor-General-in-Council or the
Governor of a Province may by a notification in the Gazelte
direct that every class of insurance business other than
life directly or indirectly controlled by Government of
India, Federal Government or any Provincial Government
or Federal Railway authority or by any public or semi
public bodies such as Municipdlities, Local Boards, Port
Trusts, Improvement Trust est:blished or chartered under
any Imperial, Federal or Local Act shall be placed with
Indian Companies holding a Cerlificale of °Registration
under this Act, unless a certificale is obtained from the
Superintendent of Insurance that such Insurance cannot be
effected with an Indian Company holding a Certificate of
Registration under this Act.”

New Clause 88 (e):
Add the following ncw Clause 88 (e):—

** Notwithstanding anything in any law for the time
being in force, no person, firm or company whether incorpo-
rated in British India or a foreign company engaged in
any trade or industry shall be eligible for the benefit of
any grani, bounty or subsidy payable out of the revenues
of Government of India, Federation or of a Province for
the encouragement of the same trade or industry or shall
not be entitled to prolection in any shape or form unless as
a condition of such grant, bounty, subsidy or prolection,
such person, firm or company agrees to place every class of
insurance business other than life under his or their conirol
with Indian Companies holding a Certificate of Registration
under this Act unless a certificate is obtained from the
Superiniendent of Insurance that such insurance cannot be
effected with an Indian Company holding a Certificate of
Registration under this Act.”

9o

REMARKS AND REASONs FOR THE PROPOSED
ADDITIONS, AMENDMENTS AND ALTERATIONS.

New Clauses 88 (d) and 88 (e) have
been added with a view to give tangible help
and protection to Indian Companies. The
hardships under which Indian Companies have
to work in their own country have been already
menticned in the remarks under Sections 3 (7)
and 3 (9) newly added by our Committee. It
is a principle recognised by the Government of
India that Indian enterprise should be en-
couraged wherever possible. This is an ex-
tension of the same principle. It is only justly
fair that wherever insurance premia are paid
by a public body from the Indian tax payers
money, such premia should be paid to Indian
Insurance Companies. Approved lists of
insurance panies are maintained by \
Municipal, Port Trust, and Improvement Trust,
authorities. Such lists should contain only
genuine Indi i The official as-
signees and public trustees under the High
Courts should also have definite instructions to
place the insurances under their control with
Indian companies only. If any officials are
given advances for the purchase of motor cars,
one of the conditions of such an advance must
be that the Motor car should be insured with
an approved Indian company.

Regarding industries that receive direct
bounties or protection by tariff duties, it is but
fair that they should be obliged to place their
insurances with Indian ies. The foll
ing pertinent paragraph occurs on page 192
para 204, Chapter X of the Report of the In-
dian Tariff Board (1932) :—

“It has been brought to our notice that Indian
Insurance Companies do not at present receive enough
encouragement from the Mill industry . . . . We desire
o impress on Indian Millowners the imporiance in
the public interest of supporting the development of
this business.”

Besides the Mill industry there are other
industries too which receive protection. They
should be placed under legislati bligation to
deal with Indian Insurance jies only.




SCHEDULES AND FORMS.

The six Schedules given in the draft bill are the Schedules II to VII of
the Clauson Bill with slight modifications. Our Committee are of the opinion

that the existing Schedules applicable to panies in India have
worked satisfactorily and they ought to have been continued with slight
modifications. The Schedules of the Cl Bill are not given a practical

trial even in England and the difficulties to be created by them could not
bave been known to anybody. It is therefore, unfair to Indian Companies
that these Schedules should be forced on them, while the existing Schedules
bave stood the test of experience. Our C i have already forwarded
to the Government of India with their letter dated 12th December 1936
the Schedules that would be suggested by them. They are practically the
Schedules attached to their own dreft Bill. If, h , the Schedules of
the Clauson Bill are to be preferred our Committee suggest the amendments
mentioned heveafter. .




SCHEDULES AND ForRMS OF THE GOVERNMENT BILL.

THE FIRST SCHEDULE.
(See Section 9).
Regulations and Form for the preparation of Balance Sheet.
PART L
Regulations.

1. The balance-sheet required to be prepared in respect of every class of
business carried on by an insurer is, in the form in which it is set out in Part
Il of this Schedule (Form A), appropriate to a case where the insurer
maintains a separate fund in respect of life i busi

2. The balance-sheet of any class of busi may be prepared as a se-
parate document instead of being incorporated by the addition of columns and
headings in the general balance-sheet, but the totals of each such separate
balance-sheet (showing the total assets of the class of business, the balance at
the credit of the life insurance fund or other separate fund or account, the

: t of shareholders’ undivided profits, and outst ding liabilities) must in
any case be incorporated in the general balance-sheet.

3. If any bined bal heet is for any purpose issued by an insurer,
it shall be in accordance with the Form set out in this Schedule, and there
shall not be included among the assets shown in any such combined balance-
sheet any amount in respect of any holding in or advance to any insurer whose
asgets and liabilities have been incorporated therein. Every combined
balance-sheet must show clearly on the face thereof that it is a combined
balance-sheet and must set out fully the name of every insurer whose assets
and liabilities have been incorporated therein; if the assets and liabilities of
any person not being an insurer are included in a combined balance-sheet
the fact must be stated thereon.

4. Where any guarantee has been given by an insurer (otherwise than in

the ordinary of re-i b ) in respect of the policies of any
other i the bal heet of the insurer by whom the guarantee was
given must show clearly the name of every insurer whose policies have been so
guaranteed and the of the g t

Provided that this regulation shall not apply where a combined balance-

sheet is issued incorporating the assets and liabilities of the insurer whose

9e . are . X

P &

5. Where any part of the assets of an insurer is deposited in any place
outside British India as security for the owners of policies issued in that place,
the balance-sheet shall state that part of the assets has been so deposited, and,
if any such part forms part of the life insurance fund, shall show the amount
thereof and the place where it is deposited. Where any combined balance-
sheet is issued by an insurer for any purpose, the information required by this
regulation shall be shown in the aggregate in respect of all the insurers whose
assets and liabilities have been incorporated in the balance-sheet.

6. If the value as shown in the balance-sheet of the Investment in Stocks
and Shares is in the aggregate greater than the market value thereof (after

deduction of accrued i included in ket prices in those cases where
acerued interest is included elsewhere in the balance-sheet), then such market
value must be shown against the value sh by the bal heet, so stated

as to make it appear what part thereof has been ascertained from published
market quotations,



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS
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SCHEDULES AND FORMS oF THE GOVERNMENT BiLL.

7. Every balance-sheet shall contain the following certificates, namely :—

(a) a certificate signed by the same p as are required by this Act
to sign the balance-sheet explaining how the values as shown in
the balance-sheet of the Investments in Stocks and Shares have
been arrived at, and how the market value thereof has been
ascertained for the purpose of comparison with the values so
shown:

(b) a certificate signed by the same persons as are required by this Act
to sign the balance-sheet and signed also, o far as respects the
value of any items shown in the balance-sheet under the heading
of “Reversions and Life Interests”, by an actuary, certifying
that the values of all the assets have been reviewed as at the
date of the balance-sheet, and that in their belief the assets set
forth in the balance-sheet are shown in the aggregate at amounts
not exceeding their realisable or market value under the several
headings-——"Loans”, “Reversions and Life Interests”, “In-
vestments’, ‘‘Agents Balances and Outstanding Premiums”,
“Interest Dividends and Rents outstanding’*, “Interest Dividend
and Rents accruing but not due”, “Amounts due from Other
Persons or Bodies carrying on Insurance Business”, ‘‘Sundry
Debtors”, “Bills Receivable”, “Cash” and the several items
specified under *“Other Accounts™:

Provided that if the persons signing the certificate are unable to certify
that the assets set forth in the balance-sheet are so shown as
aforesaid, a full explanation of the bases upon which the values
shown in the balance-sheat have been assessed shall be given in
the certificate;

() a certificate signed by the same persons as are required by this Act
to sign the balance-sheet and by the auditor certifying that no
parts of the assets of the life insurance fund has been directly
or indirectly applied in contravention of the provisions of this Act
relating to the application and investment of life insurance

funds; and

(d) certificates signed by the auditor (which shall be in addition to
any other certificate or report which he is required by law to give

with respect to the bal heet) certifying—
(i) that he has verified the cash balances and the securities relating
to the i 's loans, reversions and life interests, and invest-
ments;

(ii) to what extent, if hny, he has verified the investments and trans-
actions relating to any trusts undertaken by the insurer as
trustee; and



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Regulation 7 A,

Delete the words “how the values as shown in the balance sheet” in lines 2 and 3
and substitute thereof the words “how the aggregate values as shown in the balance
sheet.”

Delete the words “how the market value thereof” in line 4 and substitute thereof
the words “how the aggregate market value thereof”.

REMARKS.

C ies doing iderable busi have a large number of invest-
ments. If the regulation requi planations regarding each and every
investment as to how the values have been arrived at, it would be very cum-
bersome for, and unfair to, the p igning the Bal: Sheet. Our Com-
mittee therefore have suggested that the explanation should state how the
values of the investments in the aggregate have been arrived at. Possibly
the meaning of the regulation 7 (a) is what our Committee suggest. If so
it should be made clear by inserting the words suggested by us.

Regulation 7 B.

In line 8 put a full stop after the words “market value” and delete the words
“under the several headings. .. ..... other accounts™ occuring in lines 8, 9, 10, 11,
12, 13, 14 and 15.

REMARKS.

It is redundunt to mention all the headings numbering about a dozen
such as “loans” “Reversions and Life Interests” “Agents’ Balances and QOut-
standing Premiums’® etc., when the certificate mentions “values of all the
assets have been reviewed. .. .”
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ScHEDULES AND ForMs oF THE GOVERNMENT BiLL.

(iii) in the case of a bined bal heet that he has audited the
bal heet and ts of every i vhose assets and
liabilities are incorporated therein, or that any such balance-
sheet and accounts which have not been audited by him have
been certified by independent auditors. The said certificate
shall contain a reference to such reservations, if any, as may
have been made by any auditor upon any report or certificate

given by him with respect to the bal heet and
of any insurer whoee assets and liabilities are incorporated in
‘he hi A hal A at,

8. If the'values shown in the bal heet in respect of “Holdings in

Controlled Companies” or ‘‘House Property (a) in India (b) out of
India” have been increased since the last previous balance-sheet, the
certificate required by paragraph (b) of the last foregoing regulation shall
state the amount of every increase not solely due to the cost of subsequent
additions or, as respects holdings in controlled companies, to increased
profits, and shall in an explanation of the theref

9, For the purposes of this Schedule in the following expressions have the
meanings hereby respectively assigned to them, namely:—
(a) .. e d hal \ PALEES Jud my § d .m‘de
_ by an insurer of assets and liabilities in the form of a balance-
sheet which includes the assets and liabilities of any other
insurer;

(b) * ed pany” any pany over the policy or
management of which the insurer has power directly or indirectly
to exercise decisive influence; and

(¢) “market value" means as respects any asset the market value
thereof as ascertained from published market quotations, or, if
there be no such value, its fair value as between a willing buyer
and a willing seller.



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND- REMARKS

Regulation 8.
In line 3 the word “India™ should mean geographical India, i. ¢., India as defined
by Section 311 of the Government of India Act 1936.

Regulation 9 (b).
Delete the word “or” in line one and substitute thereof the word “and™.
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PART IL

FORM.
FORM A.
Form of Balance-Sheet.
Balance-Sheet of 19 .
Life and Other Life and Otber
- Businsss. v Total. - poouity Classes of Total.
(1) @) @) (2}
Rs. a. ps Rs. a. p. Rs a. p. Rs. U § Rs. a. p. Rs. a. p.

Shareholders> Capital (each class to  be
stated upnrnlelg ..

Authorised:
+ v..Shares of Ra........cach Ru.
Subscribed: -
....Shares of Rs............each Rs.
Called up:
Less Unpaid ealls. Rs.
v «.e.Shares of Re....... each Rn.

Reserve or Contingency Accounts (a)
Investment Reserve Account

Profit  an: Approprmhon Account
Balance . .

Balances of Funds and Accounts:

Life Insurance Fun: . . .
Fire Insurance Blnmeu Accounl
Marine

Accident  and Mm:elhneom Insurance
Business Account

Other accounts (if any) 1o be |pec|ﬁed

Pension or Superannuation Accounts (b)

Carried over . .

Loans:
Ol;nd!'\/lorlgngn of property within British

ia . . . . .
On  Mortgages of property outside
British India . . . . .
Security of municipal and other
public rates . . .
On Stocks and Shares . . .
On Insurer's policies within  their aur-
rehder value . . . . .
On Policies of other insurers  within
their surrender value
On Personal uc!lnly . .
To Controlled Compnmu (other
thah Reversionary) ( . .
Revenwnl and Life lnteruh
and Life Interests purchased

Lollll oo Reversions and Life Interests
and Deb Stocks  of
Conh'olled Reversionary Companies (1)
Ordm-ry Stocks and Shares of Control-
Reversionary  Companies  (f) .

Lol!l' to Controlled Revenlon.ry
Comphnies (f)
Investments:

Deposit  with the Reserve Bank  of

India (Securities to be specified
Carried over . .
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Life and Other Life and Otter

- A -G - AT | s | o
1) @)r @) 2

Re. 2, p. Rs, a: py Rs.3, p. Rs, n, p. Rs, a.ps Rs.a, pu

! Brought Forward. . .

Debenture Stock per cent. . . .

Loans_and Advances (c)

Bills Payable (c) .

Estimated Lisbility in rupec! of outstand-
ing claims, whether due nr intimated (d)

Annuities due and unpaid (i .

Outstanding Divid endp .
ounts due to Other Peroms  or Bodies
carrying on Insurance Business (c) .
Sundry  creditors  (including . oulstanding
and accruing expenses and taxes) (c)..

Other sums owing by the insurer (parli-
colars to be iven) c)

Contingent Liabilities to be opeclﬁed (e)

Rs.

Brought Forward .

Investments—conid.

Indian Government Securities

British and Colonial
Securities

Foreign Government Secunhu .

Indian Municipal and Provincial  Se-
curities . . .

British and Celonial Securities .

Foreign Securities . .

Bonds, Debentures, Sloch and other
Secutities whereon  Interest s gnnan-
teed by the Indian Government .

Bonds, ~ Dechentures,  Stocks lnd other
Securities  whereon  Interest is  gua-
ranteed by the Bnluh or any Colonnl

vernment

Bonds, Debenmm, Stoch lnd oll:er
Securities whereon Interest is guaran-
teed by any Foreign Government .

Debentures of any railway in India

.Gove.rnmen‘l

Debenmrel nf lny u\lwuy out nf Indul
P ' Shares o
any nxlw:y in India
Preference or guaranteed Slm'es cf lny
railway out of India .
Ruailway Ordinary  Stocks (a) in lndll
(5) out of India
Debentures  and  Debenture ~ Stock
(a) in India (b) out of India . .
ther guaranteed and Preference.
Stocks and Shares (a) in India ()
out of India .
Other  Ordinary Stocks _ and Slnm
(a) in India (b) out of lndu .
Holdings in Controlled Compani ies (1)
House property (n) in ludu (b) out of

“THg INTWNYIAOT) FHL J0 SWHOJ ONV STINATHOG
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Life and c?ﬂur of Life and Otherd
Annuit asses Anmuit
- Bn!inesz- Business, Total. - Bty Classes Total.
1) ) ) @
2
Freehold snd Leaschold ground rents
and rent charges B . . .
Agent's Bal and O di Pre-
miums (g) . . B . . .

Interest Dividends and Rents  outstand-

ing . . . . . .
Interest, Dividends and Renls accruing
but not due (d) . . . . .
Amounts due from Other Persons or
?odiu carrying on Insurance Business
Sundry Debtors (i) . . .
Bills Receivable A . . .

At Bankers on Deposit Account . .
Ath Bdnnken on Current Account and in
an .. . .. .

At Call and Short Notice () . . .
Other Accounts to be specified (k) . .

d Reserves, not allocated to any class of business specified in column (1) must be shown in column (2).
®Assels and Liabilities, Sharcholders’ Capital an

Notes.

{a) The R or Conti A ts must be sep ly stated,
(b) If the ineurer has not full and unrestricted control of the assets comstituting the Pension or Superannuation  Accounts, either those Accounts and the asets and liabilities relating thereto
must be omitted from the balance-sheet or the amcts of which the insurer has not such control must be clearly indicated on the face of the balance-sheet.

(¢} If the inwrer has deposited security as cover in respect of any of these items, the amount and nature of the securities so  deposited must be cleasly indicated on the face of the balance-sheet.

(d) Theso items are or have been included in the ding items in the Revenue or Profit and Lo A t. O ding and ing interest, dividends and rents must be shown after
deds of me-tax or the i tax must be provided for amongst the linbilities on the other side of the balance-sheet.
(c) Such items as amount of liability in respect of bills discounted, uncalled copital of led C ies’ lled capital of other investments, etc, must either be shown in their several

categories under the heading “Contingent Liabilities™ or the appropriate items on the assets side must be set out in such detail as will clcarly indicate the amount of the uncalled capital.

(f) As respects life and anonuity business full particulars of holdings in and loans to controlled componies must be staled, giving the name of each company, the number and description of each class
of shares held, the amounts paid up thereon, and tﬁa value at which the holdings in each company stand i the balance-sheet.

(g) Either this item must be shown net or the ission must be provided for amongst the liabilities on the otherside of the balance-sheet,

(k) Louns or advances to or balances due from controlled companies must mot be shown under this heading, but under the sep ppropriate headings provided, unless they are of a temporary
character in respect of current transactions which are cleared within three months of the date of the balance-sheet,

(i) Amounts due from directors and officials must be shown separately.

(/) No amounts must be entered under this heading unless fully secured. If not fully secured the smounts must be included under the heading “Sundry Debtors™.

h

(k) Under this lludjing must be included such items s the following, which must be shown under di suitably  described:  office  furni goodwill,  preliminary,  formation  and
3 ion di account, discount on debentures imucd, other expenditure carried forward to be written off i future years, balance being loss on Profit and Low
Appropriation Accounts, efc. The Juded in the bal heet must aot be in excess of cost.
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Note (e): .
Add at the end:—"This however does not include any liabilities regarding Policy conlracts”.
Note (g):

Delete note (g) and substitute the following note:—"Agents'
provided for amongst the liabilities on the other side of the balance sheet.”

Note (i):
Add after the word “separately” the words “except premiums due from the Directors and Officers™.

REMARKS.

| %)

and oulstanding premiums must be shown gross on the assel side and commissions oulstanding must be

Our amendment to note (g) is suggested with a view to facilitate comparison of Balance Sheets of different companies.

The amendment to note (i) would exclude premiums due from Directors and Officers.
not like other loans by or debts of Directors andjor Officers,

New Foot Note (L):
Add the following fool note (L) io the Balance Sheet:—
“If there are no assels or liabilities under any heading given above, thal heading should be omitted.”

It is but fair that such should be the case as pre miums are

SAUVATY ANV SNOLLVNILTY ‘SLNINANTWY ‘SNOILIGAY a3sododd
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ScHEDULES AND Forms oF THE GOVERNMENT BiLL,

THE SECOND SCHEDULE.
{ See Section 9.)
Regulations and Forms for preparation of Profit and Loss Accounts.
PART L
Regulations.
1. Theitems on the income side of the Profit and Loss Account and Profit
and Loss Appropriation Account must relate to income, whether actually

received or not, and the items on the expenditure side must relate to expen-
diture whether actually paid or not.

2. Deductions from Interest, Dividends and Rents to be shown in respect
of i tax must include all ts in respect of British Indian income-
tax whether or not it has been or is to be deducted at source or paid direct.

3. The Interest, Dividends and Rents, less i tax th h in
the Revenue Accounts for any classes of business other than life insurance
busi Tudi ity busi may, if the insurer so desires, be included

with the corresponding items in the Profit and Loss Account.




PRroPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKs
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ScHEDULES AND ForMms oF THE GOVERNMENT BILL.

PART 1L
FORMS.
FORM B.
Form of Profit and Loss Account.
Profit and Lioss Account of for the year ended 19 ,
Rs. a.p. Rs.a.p.
British Indian Taxes on the In- Interest, Dividends and
surer’ Proﬁb {not npphuble to Rents (not applicable to
any p wod or t) any particular Fund
or Account) . . Rs.
Less—Income-tax there.
on . . . Ru
f Management t ap- Profit on  realisation  of
plicable olo l:;. pnrl'u:l.lls:'lo Fund Investments (oot credit-
or Account)® . . . ed to Reserves or any
particular Fund or
Account) . .
Low on Realisation of Investments Appreciation  of  Javest-
(not charged :lo Reserves or any Ren(l (not  credited "tln
i Accoun! . or  an 3
patticular Fund or t) . Fund or y P")
Depreciation  of I (ot Profit  tramsferred  from
ch-rued to Reserves or any par- Revenue Accounts
ticular Fund or Account) (details to be given) N
Loss tramsferred from Revenue Ac- Transfer Fees . . .
counts (details to be given) .
Other Expenditure (to be specified) . o',h::c;ﬁed) lncome. ‘(M b?
Balance for the year carried to Ap- Balance being fows for the
propriation Account . year carried to Apprw
priation Account

%If any sum has been deducted from this item and entered on the asmets side of
the balance-sheet, the amount must be shown separately,



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Form of Profit and Loss Account.

Add the following foot notes to Form Bi—

(1) If there are no ilems perlaining lo any of the tlems described above, thal ilem,

should be omitted.

(2) It is understood that transactions are to be shown in the net aggregate.
(3) If invesiments are shown in the Balance Sheet at cost or book value which in the

~

aggregale are lower than market value, then no appreciation need be shown under
item No. 3 on the credit side'ih the above form.

Loss or profit on sale of Securities need not be compulsorily charged to Profit and
Loss Account (after making all for 1 and investments) as long as
the investments are in the aggregale within the market value at the date of the
Balance Sheet.

It should be left at the option of the Insurer to Combine Form B (Form of Profit
and Loss Account) and Form C (Form of Profil and Loss Appropriation Ac-
count,

Credit Side of Profit & Loss Account.

Add before the word “'Profit”” in line 7 the words *'net aggregate”.
Add before the word ** Appreciation” in line 12 the words “Net aggregate’.

Debit Side of Profit & Loss Account.

Add before the word “loss™ -in line 7 the words “‘nel aggregate™.
Add before the word ““Depreciation™ in line 10 the words **Net aggregate™.

Credit side item No. 2. Profit on Redlisation of Investments (not credited to reserves
or any particular Fund or Account’)®

Add afier the word “profit”" in line one the words *“if any”.

Add the following explanation at the end of the form:—

*Evidently the word “account™ in the brackel indicates that this shall not prevent
the company from utilising profit on realization for the purpose of writing down
the cost of investments.



ScHEDULES AND FoRMS OF THE GOVERNMENT BILL.

FORM C.
Form of Profit and Loss Appropriation Account.
Profit and Loss Appropriation Account of for the year ended 19
Rs.a.p Rs.a. p.

Balance being loss bmughl forward

from last year . .

Balance being los for the year
brought from Proit snd Lose
Account (as in Form B) . .

Dividends paid during the year on
account of current year (lo
be specified and if “free of tax™
to be so stated) . .

Tramfers to any patticular Funds
or Accounts (details to be given).

Balance at the end of the year as ll:m
in the Balance-Sheet.

Blhnca brought  forward
from last year . . Re.

Less—Dividends

paid in respect of lnl

year (to be lpeclﬁed and
if “free of be
stated)® .

Balance for  the

year

brought from Profit and
Loss Account {as in
Form B).

Balance being loss at end
of the year as shown in
the Balance Sheet

®Note~This item may be shown on the other side of the account if preferred.



.
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ScHEDULES AND Forms oF THE GOVERNMENT BiLL.

THE THIRD SCHEDULE.
(See section 9.)
Regulations and Forms for the preparation of Revenue Accounts.

PART I.
Regulations.

1. Form D is, as set out in Part II of this Schedule, appropriate for life
i busi but a sep reven t must be prepared for every
class of business in respect of which the insurer is required to maintain a
separate account.

2. Form F is, as set out in Part Il of this Schedule, appropriate for fire

busi A separate revenue t in the same form must be

prepared for accident and miscellaneous insurance including. workmen's

compensation and motor car insurance, Form E is, as set out in Part Il
of this Schedule, appropriate for marine insurance business.

3. If any combined revenue account is for any purpose issued by an in-
surer it must be in accordance with the forms specified in this Schedule and
must clearly show on the face thereof that it is a combined revenue account,
and must set out fully the name of every insurer required to make separate
returns under this Act whose revenue and expenditure have been included
therein; if the revenue and expenditure of any person not being an insurer are

_included in a combined revenue account, the fact must be stated thereon.

4. The items on the income side of the revenue account must relate to
income whether actually received or not, and the items on the expenditure
side must relate to expenditure whether actually paid or not.

5. Re-i e premi whether on business ceded or accepted, are
to be brought into account gross (i.e., before deducting commissions) under
the head of premiums.

6. As respects life i busi ts of new i in
respect of which a premium has been paid during the year of account,
must be appended to ‘every revenue account relating to that class of

business showing sep ly as pects busi ithin and busi
outside British India the number of policies, the total sums assured, the
amount received by way of single premi (including all premi paid

at the outset where no subsequent premium is payable) and the amount of
the yearly renewal premium income; the items to be net amounts after
deduction of the re-insurances of the insurer’s risks.

Policies of insurance upon the lives of a group of persons whereby sums
assured are payable in respect of several persons included in the group must
be excluded from any such stat t as respects the cl of busi afore-~
said and must be shown in a separate statement giving the like particulare.
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Regulation 2.
Delete the words “accident and" in line 3 and add in line four after the word
“compensation” the word “‘accident”.

REMARKS.
It should be made clear that the busk of accident should be merged

be prepared for it.

and no te revenue hould

New Regulation 6 A:
Add the following new para as 6 A:—

“For the purposes of returns under Section 9 nnly, the following information in ad-
dition to the published reven: it be lied :——

**Gross premium written in India for life, fire, marine and accident insurance busi-

ness ,
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7. Any office premises which form part of the assets of a life insurance fund
must be treated as an interest-earning investment, and accordingly in the
Revenue A t for life i busi a fair rent for the premises must
be included under the heading “Interest, Dividends and Rents” and in the
Revenue Account for every class of business for which the premises are used

proper charges for the use th f must be included under the heading “Ex-
of M '

P

Provided that this regulation shall not apply where the insurer carries
on insurance ‘business of one class only or carries on only life insurance business

8. The exp of t charged to the life insurance Revenue
Account must not exceed the amount of such expenses properly referable to
that class of business and, in particular, no such account must be charged
with more than a fair sum for the use of any office premises having regard to
the extent to which they are used for the purposes of that class of business.

9. Deductions from Interest, Dividends and Rents in respect of income-
tax must include all income-tax whether or not it has been or is to be deducted
at source or paid direct; the income-tax to be shown as so deducted in the life
insurance Revenue Account is British Indian, United Kingdom, Foreign

.and Dominion income-tax, but the income-tax to be shown as deducted in

Revenue Accounts or any other classes of business is British Indian income-
tax only.
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Prorosep ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Regulation 7,
Delete the following words oc;uring in lines 8 and 9:—

“Provided that this regulation shall not apply where the insurer carries on insur-
ance business of one class only or carries on only life insurance business’,
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PART 11,
FORMS,
a FORMD.
Form of Revenue Account applicable to Life Insurance business.
Revenue Account of for the year ended 19 .
in respect of Business.
Business(Business| usinessBusiness)
within | out of witbin | out of
- British | British | Total- - British | Britiah | TOtak
India. | India. India, | India,
fa) fa}
*Clatms under Polictes| K3+ Rs. Rs, Rs. Rs. Rs,
(including provision|
for claima due or inti- Balance of Fund
mated) less Re- at the beginning of
insurances the year . .
By death . . I *Premiums, less Re-in-
surances . .
By maturity . .
*Consideration for An- .
A less Re-b puities Granted, less
ances . . . R () .
*Surrenders (including|
Surrenders of Bonus),|
leas Re-insurances .

%Bonuses in cash, less

Re-insurances
Interest, Dividends and
*Bonuse: i Reducti ;
of o Premiuma,  loss Rents + + « Re
Re-in-\l_nncea . B Lesa—Income-tax  there-
*Commission (less that, on (d) : ‘ 3
on Re-insurances) . o
Registration Fees . . . . .
Other Income (to be specified) . .
Expenses of Management (b) . . .
Loss transferred to Profit and Loss Account
Bad Debts - . . . . .
Traneferred from A A
United Kingdom, Foreign and Dominion
Taxes - . . B . .
Other E J {to be d) . _—
Profit transferred to Profit and Loas Account
Balance of Fund at the end of the
year as shown in the Balance-Sheet
Notes.

{a) In the cass of an insurer having his head office in British India, these columns apply only to businesa
the premiums in respect of which are payable cutside British India.

(b) Jf any sum has been deducted from this item and entered on the assots side of the balance-sheet, the
amount so deducted must be shown separately.

(c) All single for thether fmmedi or deferred, must be included under this headi

(d) British Indian, United Kingdom, Forelgn and D in 4 on Dividends and
Rents must be shown under this heading, less any rebates of income-tax recovered from the revenue authorities
in respect of expenses of management, e scparate heading on the other side of the account f» for United
Kingdom, Foreign and Dominion taxes, other those wn under this item.

*Where the s fr thed under the of clause (b) of eub-section (2) of section 13 of
the Insurance Act, 1937, by an insurer to whom that saction applies, scparate figures for businces within
British India and business out of British India must be given against the items marked with an asterisk.
Against all other items the total amount for tho business as a whole may be given.
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Form of R A t applicable to Life Insurance business.

Delete the entire note (d).

Delete the words “British India" wherever they occur and substitute thereof the
word “India”.

Delete the words *“‘as a whole may" in the last If'ne and substitule instead the words
“in.India shall”.

Add the following words after the words *“whole may be given™ occuring in line
4 of Asterishs:— “

*In the case of Indi ies their business in India only {o be shown™.

Form D. Right side,

Delete the words “Registration Fees™ occuring as an item in line 4 from the
botiom.

Add after the word “on” occuring in line 12 the words “deducted al source™.

REMARKS,
Instead of having two items as “Interest, Dividends and Rents” and
“Less I tax th ”’, there should be only one item as follows s

“Interest, Dividends and Rents
Less income-tax thereon
A deducted at source”.

76
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FORM E.

Form of Revenue Account applicable to Marine Insuwrance Business.

Reveave Account of for the year ended 19

in respect of Marine Insurance Business.

Car- | Last | Pre- Cur- | Last | Pre-
—_— rent | pre- |vious | Total — rent | pre- | vious {Total.
year. [ceding [years.| year [ceding|years.
year. year.
Rs. | Rs. | Rs, | Rs. Rs. | Rs. | Ra. | Rs.
#Claims paid (less Salva- Balsnce of Marine In-
ges A& Re-insuran-
cen) (o) () i e
*Commission f . Eln'i:n::l“‘e ‘yann. .
“Expenscsyy Of  Manoge: Additional Reserve  (If
ment (b) . . . any) . > |
*Bad Debts . ° *Premiums (less Returns,
Re-insurances,  Broker-
United Kingdom, Foreign nges and Discount) (c)

and Dominion Taxes.
interest, Dividends
and Rents - Ra

#Other enditure
(to be specified) .
Less—Income- R
Profit  tronsferred  to tax thercon » Re.
Profit and Loss Ac- —
count : . * *Other income (to be
specified) . .

Balance of Marine In-

surance Business Ac- Loss transferred to Pro-

count at end of year as
nh::‘vn i the Balance. £t and Loss Account .

Shest:
Transferred from Appro-
Balance priation Account .

Additional Reserve (if
any) . . .

Notes.
(a) This heading must include all expenses directly incurred in settling claims.

(b) If any sum has been deducted from this item and entered on the assets side of the balance-sheet,
the amount so deducted must be shown separately.

(¢) Where the account is furnished under the provislons of section 9 of the Insurance Act, 1937,

separate figures for claims paid to claimante in British India and clalmants outside British Indis, and

:«;r premiums derived from buainess effected in British Indin nand effected outside British India must be
ven,

#Where the account is furnished under the provisions of clause (b) of sub-section (2) of saction 13
of the Insurance Act, 1937, by an insurer to whom that section applies, separate figures for business
within British Indis and business out of British India must be given against the items marked with an
asterisk. Against all other items the total amount for the business as a whole may be given.



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Form of Revenue Account applicable to Marine Insurance business.

Delete the entire Form E and substitute thereof the following Form adopted at
present by Indian companies in India which is similer to the form of British companies

in England.

Revenue Account applicable to Marine Insurance Business.

Amount of funds at the
beginning of the year
Premiums  (accounts to be
specified). Rs.
Interests, dividends
and rents,
Less income tax thereon

Profits (accounts to
be specified).
Other receipts (to
be specified).

Claims less reassurances (ac-
counts to be specified).
Expenses of management :——
Commission .
Other expenses (to be
specified).

Losses (accounts to  be
specified).

Other payments (accounts
to be specified).

Amount of funds at the end

of the year as per
Balance Sheet.

Note:—The non-Indian
business.

should prepare their

of Indian

k&4
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FORM F.
Form of Revenue Account applicable 1o Fire Insurance Business and to
Accident and Miscell Insurance Busi including Workmen's Com-

pensation and Motor Car Insurance Business.

Revenue Account of for the year ended 19
in respect of Business.
Rs. Rs.
*Claims under Policiea, less Re-k Bal of A t -
() (d): ning of the geaent b begtn
Paid during the year + Ra. Reserve for Unexpired Risks Rs.
Total estimated MHability in Additional Reserve (if any) Ra.,

reapect of outstanding
claims at end of the year
whether due or jntimated Re.

Total P less R @
Less—Outstanding at end of
previous year (b) -~ Rs Interest, Dividends and Rents . Ra.
Less—Income-tax thereon ., Rs.
#Commission . . . . .
Other Income (to be specified) . . .
*Expenses of Management (¢} . . . Loss transferred to Profit and Loss
Account . . . .
*Bad Debts . . . B .
Transferred from A
United Kingdom, Forelgn and Dominion
Taxen . . . . - .
*Other ) (to be fied) .
Profit transferred to Profit and Losa Account
Balance of Account at the end of the
* year as shown in the Balance-Sheet:
Reurva for Unexpired Rulu.
or cent,
premlnm income of year. R-.
Additional Reserve (if any)Ra.
Re. Rs.

Notes.

(a) This heading must include all expenses dlreetlx lncurud in settling claims, and In the case of Fire
to

Insurance Business must include

(b) If in any year the claims actually paid -nd thols nlll unf;ld st the end of th-t year n _respect of
yea: as

the previous year or years are in excess of the ai

provision for outstanding claims, then the nmonnt of -neh excess must In shown in tha Revenue Account,

(¢) If any sum has been deducted from this item and entered on the nssets side of the balsnce-sheet the

amount so deducted must be shown scparately.

(d) Where the account is furnished under the provisons of section 9 of the insurance Act,

meparate figures for claims &ue!d to claimants in British India and claimants outside British
for premiumas derived from business effected in British India snd effected outside British India

#Where the account fs furnished under the provisions of  clause (b) ‘of sub-section (2) of section
13 the Insurance Act, 1937, by an insurer to whom that section lppuu. separate figures for business

of
within Brmnh India and business out of British India must be given against the jtems marl
asterisk. gainst all other iteme the total amount for the busincss as . whoh may be given.

1937,
and

must be

with



ProPoSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKs

Form of R A t applicable to Fire B and to
Accident and Miscell I Busi including Workmen’s Com-.
pensation and Motor Car Insurance Business.

The business of accident insurance should be merged in miscellaneous business.
Delete the words “Bad Debts™ occuring in line 13 on left column.
Add after the word “'thereon™ in line 7 of right column the words “‘deducted at

“

source .

REMARKS.
Instead of having two items, it is better to put both as one item.

i

Note (a):
Delete in note (a) the words “and in the case of Fire Insurance business
must include contributions to Fire Brigade.”

REMARKS.
Contributions to Fire Brigades should be included in expenses of

management,

Note (d):
Delete the entire note (d).

New Note (e).
Add the following new note (¢) o the Notes of Form F:—
*The non-Indian companies should prepare their revenue account of Indian busi:

ness .
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THE FOURTH SCHEDULE.

(See section 11.)

Regulations  for the preparation of Abstracts of Acluaries’ Reports ond
Requirements applicable to such Abstracts.

PART 1.
Regulations.

. Abstracts and Statements must be so arranged that the numbers and

letters of the paragraphs correspond with those of the paragraphs of Part {I
of this Schedule.

2. Where any table of mortality or sickness used in a valuation is not a
published table, then, for the purpose of complying with paragraph 3 of Part I
of this Schedule, specimen policy values must be given at the rate of interest
employed in the valuation in respect of whole life i policies effected
at the respective ages of 20,30,40 and 50,and having been in force respectively
for five years, ten years and upwards at intervals of ten years; and similar

specimen policy values must be given in respect of end t i
policies effected at the respective ages of 20, 30 and 40 for endowment terms
of twenty and thirty years:

Provided that, where the specimen policy values required by this reg
tion to be given are the same as those given in any abstract prepared under
Part II of this Schedule previously submitted by the insurer to the Superin-
tendent of Insurance, it shall be sufficient in any abstract subsequently sub-
mitted to refer to the specimens so given in such manner as to enable the re-
quired information to be ascertained therefrom by the Superintendent of
Insurance.

3. In showing the proportion which that part of the annual premiums
reserved as a provision for future expenses and profits bears to the total of
the 1p i in accord with the requirement of paragraph 4 of
Part I of this Schedule, no credit is to be taken for any adjustments made in
order to secure that no policy is treated as an asset,

4. (1) The average rate of interest yielded in any year by the assets
constituting a life insurance fund shall, for the purposes of paragraph 5 of
Part II of this Schedule, be calculated by dividing the interest of the year by
the mean fund of the year; and for the purposes of any such calculation the
interest of the year shall be taken to be the whole of the interest credited to
the life insurance fund during the year after deduction of income-tax (any
refund of income-tax made during the year being taken into account), and the
mean fund of the year shall be ascertained by adding a sum equal to one-half
of the amount of the life insurance fund at the beginning of the year to a sum
equal to one-half of that fund at the end of the year, and deducting from the
aggregate of those two sums an amount equal to one-half of the interest of
the year,

(2) For the purposes of the calculation aforesaid either—

(a) all profits and income arising during the year from sums invested
in reversions shall be included in the i credited to the life

insurance fund during the year; or

(b) such portion of the life insurance fund as is invested in the purchase
of reversi and the profits and i ising therefrom, shall
be excluded from the calculation; but in that case a statement
must be added to the information required under the said para-
graph 5, showing in respect of the portion of the fund so ezcluded
as aforesaid, the average rate of annual profit and income for
which credit has been taken during the five years last preceding
the valuation date, and explaining the manner in which the said
average rate has been calculated.




ProPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Para 4 (1):
In line 6 afier the words “income-tax™ add the words “deducted at source™

7%
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(3) The information given in accordance with the requirements of the
said paragraph 5, shall show clearly by which of the methods hereinbefore
in this regulation mentioned the sums invested in reversions and the profits
and income arising therefrom have been dealt with.

5. Every abstract prepared in d with the requirements of Part II
of this Schedule shall be signed by an actuary and shall contain a certificate
by him to the effect that he has satisfied himself as to the accuracy of the
valuation made for the purposes thereof and of the valuation data:

Provided that in the case of an abstract prepared on behalf of an insurance
company, if the actuary who signs the abstract is not a permanent officer of
the company, the certificate as to the accuracy of the valuation data shall be
given and signed by the principal officer of the pany and the v shall
insert on the abstract a stat t signed by him showing what p ions
he has taken to ensure the accuracy of the data.

6. For the purposes of this Schedule the following expressions have the
meanings hereby respectively assigned to them, namely :—
““extra premium” means a charge for any risk not provided for in the
minimum contract premium;

““inter-valuation period” as respects any valuation, the period
to the valuation date of that valuation from the valuation date of
the last precedi luation in tion with which an ab-

stract was prepared under this Act or under the enactments
repealed by this Act, or, in a case where no such valuation has
been made in respect of the class of business in question, from
the date on which the insurer began to carry on that class
of business; .



PRroPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKsS

Para 5 Proviso:

Delete the following words occuring in lines 4, 5 and 6:—

“and the Aciuary shall insert on the abstraci a statement signed by him showing
what precautions he has taken to ensure ithe accuracy of the data”

New Regulations 5 A and 5B:
Add the following new regulations 54 and 58:—

54:

In the event of the Actuary finding that the financial condition of the insurer

is such that, in his opinion, no payment should be made cither of bonus to policyholders or
of dividend to shareholders, he shall, along with the statement required by the Fourth
Schedule to the Act, slate whether or not he finds the insurer to be solvent, If he finds
it to be insolvent:—

(a)

)

he shall state whether he considers that the insurer could be made solvent as
regards existing conlracts by the transfer of ils paid up capital to make good
the deficiency in the Life Assurance Fund. If so, he shall state what in his
opinion is the amount so required, and whether or nol ang alteration should
be made in the rates of premium for future entrants.

if he considers that the insurer cannol be made solvent as regards existing con-
tracts by the transfer of the whole of the paid up capital to the credit of the
life assurance fun], ke shall state what proportion of the sum assured the
the insurer would, in his opinion, be able to meet under such contracts if all
paid up capital were transferred to such fund and (i) if all the premium
thereunder were reduced proportionately with the sum assured and (i) if
the premi were not reduced.”

REMARKS.

This reproduces Rule No. 7 framed by the Government of India under
Sections 27 and 39 of the Indian Life Assurance Companies Act 1912.

Add the following as a new regulation:

“Before arriving at the surplus, the Actuary shall deduct all amounts shown in
the Balance Sheet as Organisation Expenses or as Deferred Redemption Expenses.”

80
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“maturity date” means the fixed date on which any benefit will be-
come payable either absolutely or contingently;

“net premi as resp any valuation the premiums taken
credit for in the valuation;

“premium term" means the period during which premiums are pay-
able;

“valuation date™ as resp any valuation the date as at which
the valuation is made.

PART IL
Regquirements applicable to an Abstract in respect of Life Insurance Business.

The following tabular statements shall be annexed to every abstract
prepared in accordance with the requirements of this Part of this Schedule
namely i~

(a) aC lidated Revenue A t, in the Form G annexed to this
Part of this Schedule, for the inter-valuation period ( p
that it shall not be necessary to prepare such an account in
respect of any class of business so long as the insurer deposits
annually with the Superintendent of I an abstract
in respect of that class of business); and

(b) a Summary and valuation in the Form H annexed to this Part of
this Schedule of the policies included at the valuation date in
the class of business to which the abstract relates; and

(¢) a Valuation Balance-Sheet in the Form | annexed to this Part of
this Schedule;

and every such abstract shall show:—
1. The valuation date,
2. The general principles and full details of the methods adopted in the

valuation of each of the various classes of insurances and annuities shown in
the said Form H, including statements on the following points;:—

(a) whether the principles were d ined by the instruments con-
stituting the company or by its regulations or byelaws or how
otherwise;

(b) the method by which the net premiums have been arrived at and
how the ages at entry, premium terms and maturity dates have
been treated for the purpose of the valuation;

(c) the methods by which the valuation age, period from the valuation
date to the maturity date, and the future premium terms,
have been treated for the purpose of the valuation;

(d) the rate of bonus taken into account where by the method of valua-
tion definite provision is made for the maintenance of a specific
rate of bonus;

(e) the method of allowing for—
(i) the incid of the premium i and

(ii) premiums payable otherwise than annually;

(£) the methods by which provision has been made for the following
matters, namely :~——
(i) the i diate pay t of claims;
(ii) future expenses and profits in the case of limited payment and
paid-up policies;




PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS
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(iif) the reserve in respect of lapsed policies, not included in the

valuation, but under which a liability exists or may arise; and
whether any reserves have been made for the matters
aforesaid;

(g) whether under the valuation method adopted any policy would be
treated as an asset, and if so what steps, if any, have been taken
to eliminate such asset;

(b) a t of the in which policies on under-average lives
and polici bject to premi which include a charge for

climatic, military or other extra risks have been dealt with; and

(i) the rates of exchange at which liabilities in respect of p
in foreign currencies have been converted into rupees and what
provision has been made for possible increase of liability arising
from future variations in the rates of exchange.

e s s 1

3. The table of mortality used, and the rate of interest assumed, in the
valuation.

4. The proportion which that part of the annual premiums reserved as a
provision for future expenses and profits bears to the total of the annual pre-
miums, separately specified in respect of insurances with immediate profits,
with deferred profits, with profits under di ted b 8y and without
profits. .
5. The average rates of interest yielded by the assets, whether invested

or uninvested, constituting the life insurance fund for each of the five
years preceding the valuation date,

6. The basis adopted in the distribution of profits as between the insurer
and policy owners, and whether such basis was determined by the instruments
constituting the company, or by its regulations or byelaws, or how otherwise.

7. The general principles adopted in the distribution of profits among
policy 8, including ts on the following points, namely:—

(a) whether the principles were d ined by the instruments con-

stituting the company, or by its regulations or byelaws, or how
otherwise;

(b) the number of years' premiums to be paid, period to elapse and
other conditions to be fulfilled before a bonus is allotted;

(c¢) whether the bonus is allotted in respect of each years' premium
paid, or in respect of each completed calendar year or year of
assurance or how otherwise; and

(d) whether the bonus vests immediately on allocation, or, if not, the
conditions of vesting. .

8. (1) The total amount of profits arising during the inter-valuation
period, including profits paid away and sums transferred to reserve funds or
other accounts during that period, and the amounts brought forward from the
preceding valuation (to be stated separately) and the allocation of such profits-

(a) to interim bonus paid;

(b) among policy owners with immediate participation, giving the
number of the policies which participated and the sums assured
th der (excluding b );

(c)among policy owners with deferred participation,giving the number
of the policies which participated and the sums assured thereunder
(excluding bonuses) ;

(d)among policy owners'in the di ted b class, giving the num-
ber of the policies which participated and the sums assured
thereunder {excluding bonuses);



PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS

Para 2 (f) (iii): .
Add after the word *Policies” in line one the following:—"which have remained

lapsed for o period nol exceeding three years.”

) In line two after the words “or may arise™ add the following: “under the rules

of the Company”.
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(e) to the insurer, or in the case of an i
Loaraklald or to shareholders’

(any aucl:sumu passed
through the accounts during the inter-valuation period to be
separately stated);

(f) to every reserve fund or other fund or account (any such sums
passed through the accounts during the inter-valuation period
to be separately stated) ;

(g) as carried forward unappropriated.

(2) Specimens of bonuses allotted as at the valuation date to policiea for
one thousand rupees—

(a) for the whole term of life effected at the respective ages of 20, 30
and 40, and having been in force respectively for five years, ten
years, and upwards at intervals of ten years; and

(b) for endowment insurances effected at the respective ages of 20, 30
and 40, for endowment terms of fifteen, twenty and thirty
years, and having been in force respectively for five years,
ten years and upwards at intervals of ten years;

together with the amounts apportioned under the various manners in which
the bonus is receivable.

9. A statement of the value, if any, allowed for the surrender of policies
for one thousand rupees—

(a) for the whole term of life effected at the respective ages of 20,
30 and 40 and having been respectively in force for five years,
ten years and upwards at intervals of ten years; and

(b)for endowment insurances effected at the respective ages of 20, 30
and 40 for endowment terms of fifteen, twenty and thirty years,
and having been in force respectively for five years, ten years
and upwards at intervals of ten years.

10. A statement showing how the liability under any disability clause
in a policy has been determined in the valuation with full information of the
tables of sick or accident used for the purpose.




PROPOSED ADDITIONS, AMENDMENTS, ALTERATIONS AND REMARKS
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FORM G.

Consolidated R A t of for years commencing
and ending .
X Rs. Rs.
Clsimu_ under  Policies  (including Balance of Life Insurance Fund)
provision for claims due or inti- at the beginning of the period .
mated) less Re-insurances—
Premi less Re-i
By death . .
. Consideration for Annuities
By maturity . . . Granted, less Re-insurances ()
Annuities, less Re-insurances . Interest, Dividends and
s N R ders of Rents . . Ra.
Bonuses) less Re-insurances B Less—Iocome-tax  there-
Bonuses in Cash, less Re-inwurances o (9 o :
B in Reduction of P ]
Iess Re-insurances . . . ‘| Registration Fees . .
Commil)lion (less that on Re-insur- Other Income (to be specified)
ances; . . . .
Loss transferred to Profit and Lo
Expenses of Management (a) Account . . . .
United Kingdom,  Forei d Tramsferred  from  Approp
T):minion mgr::'- D.“lp . “. Account
Bad Debts
Other Expenditure (to be specified)
Profit transferred to  Proft and
Account . . .
Balance of Life Insurance Fund at
end of the period as shown in
Balance-Sheet. I __
Notea

(a) If any sum has been deducted from this item and entered on the aseets side
of the balance-sheet the amount so deducted must be shown separately.

() Al single premi for ities, whether immediate or deferred, must be included
under this heading.

(c) British Indian, United Kingdom, Foreign and Dominion income-tax on Interest,
Dividends and Rents must be shown under this heading, less any rebates of income-tax
recovered from the revenue authorities in respect of expenses of management. The
separate heading on the other side of the account is for United Kingdom, Foreign and
Dominion laxes, other than those shown under this item.
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FORM H.

Summary and Valuation of the Policies of as at 19
N LY
Particulars of the Policies for Valuation. Valuation.
Description of T " Sums Net
* Number Snms Office Net Offica Net et
Assured Yearl s Yearly Linbi-
pohPc!lu. Assuced. Bonuses. ?Yurly P Y“'ﬂ’ - and Preminzu. rem iums. lities.
Drvisiox [
Insurances,

Group A—

With immediate participation in profits .
For whole term of life .
Other classes (to be specified)

Extra premiums . . . . . .
Total Insurances . . . - . .
Deduct—Re-insurances - . . . B
Net Insurances . . . . .

Group B—

With deferred participation in profits . . .

For whole term of life . . . . . .

Other classes (to be specified) PR .. .

Extre premiums . . . . e .
Total Insurances - . . . . . .
Deduct—Re-insurances . . . . B
Net insurances . . . . . .

Croup C—

Under discounted bonus systems . . - -

For whole term of life . . . . . .

Other classes (2o be specified) . . .

tra premiums . . . . . -
Total Insurances . . . . B
Deduct—Re-insurances . . . .
Net insurances . . . .

“THY ININNYIA0D FHL 40 SWHOJ ANV §T1NATHOG

Total insurances with profits e .
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Particulars of the Policies for Valuation. Valuation.

Description of Transactions. < Sums Ot Net Net
Numbe: Sums O#ffice Net c2 2
ok Assured. Bonuses. Yearly Yearly A’.':;d _ Yearly “Yn_rly Liabi-
policies, Premi Premi B, P P lities.
Group' D—
Without participation in profits .
For whole term of life . . . . . .
ther classes (to be specified) . . B .
Extra_premiums . . . . . . .
Total insurances . . . . B
Deduct—Re-insurances
Net insurances . . . . . . .
Total Insurances without profits . . . .

Total of the insurances shown in all groups
Deduct—Re-insurances . .

Net amount of insurances . . . . .

Adjustments, if any (to be separately specified) . .

Dmvision 11,

Annuilics on Lives.

Immediate Annuities . . . .
Deferred Annuities with return of premiums . .
Deée;lred .lAnmnili(u vlv’ilhout r;l;sn of premiums
ther class to be .
Total Ann:;tiea lp.eﬂ
Deduct—Re-insurances

Net Anpuities on Lives . P -
Total of the results (after deduction of Re-insurances)

Notes.

LIterns in this Summary are to be stated to the nearest rupee. . . .

2. No policy of inwrance upon the lives of a group of persons, whereby sums assured are payable in respect of the several persons included in the group, s to be included in Groups A, B, C or D of
this Form: any such policies must be shown in & separate Group which must be added to the form.

3. If policies without- participation in profits but with a guaranteed rate of bonus are issued they must be separately specified in Group D of this Form.

4. Policies under which there is & waiver of prémiums during disability must be shown as a separate clas, R .

5. Separate forms must be prepared in respect of clames of policies valued by diff tables of lity or at diff rates of interest or involving the val of met i on differeat bases.

6. In cases where separate valuations of any portion of the business are required under local Jaws in places outside British India and reserves based om such valuations are deposited im sch places, a
statement must be fumished in respect of the business so valued in each such place showing the total mumber of policies, the total sums assured and bonuses, the total office yearly premiums, and the
total net liability on the bases as to mortality and interest adopted in each such place with a stalement as to such bases respectively.

7. Office and net premiums and the values thereof must be shown after deduction of statement made by the application of bonus.

“TIg INIWNYIAOT) TJHI 20 SWHO.] ANV £31NAIHOG
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SCHEDULES AND Forms oF THE GOVERNMENT BILL.

Valuation Balance-Sheet of

FORM 1

as at 19 .

Net  liability under  business Balance of Life Insurance Fund
as shown in the Summary and as shown in the Balance-Sheet .
Valuation of Policies . . .
Surplus, if any . . Deficiency, if any . .
Note.~If the prop of aurplus all d to the insurer, or in the case of an in-

surance company to shareholders, is not uniform in respect of all classes of insurances
the surplus must be shown separately for the clames to which the different proportions

relate.
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SCHEDULES AND ForMS OF THE GOVERNMENT BiLL.

THE FIFTH SCHEDULE.
(See section 11.)

Regulations for preparing statements of business in force and requirements
.

ble to such st .
PART 1
Regulations.

1. Statements prepared under this Schedule must be prepared, so far
as practicable, in tabular form and must be identified by members and letters
corresponding with those of the paragraphs of Part Il of this Schedule.

2. Except with respect to rates of premium or contribution, items in
statements prepared under this Schedule are to be shown to the nearest
rupee.

3. Extra premiums shown in the forms of Summary and Valuation
prepared under the Fourth Schedule to this Act must not be included in
statements prepared under this Schedule.

4. Every statement prepared under this Schedule shall be signed by the
actuary making the investigation in connection with which it is prepared.

5. For the purposes of this Schedule the following expression have the
meanings hereby respectively assigned to them, namely:—

(a) A I loading” the provision made for future expenses
and profits;

(b) “Extra premiums’’ means a charge for any risk not provided for
in the minimum contract premium;

(¢) “Net premiums” the premi taken credit for in the
valuation in connection with which any statement is prepared;
and

(d) “Valuation date’’ means as respects any valuation the date as at
which the valuation is made.

PART IL
Requirements for statements applicable to Life Insurance Business.

The statements required to be prepared under this Part of this Schedule
are as follows, namely:—
1. Statements, separately prepared in respect of policies with and without
participation in profits, showing—
(a) as respects policies for the whole term of life, the rates of office
. premiums charged, in accordance with the published tables in
use, for new policies giving the rates for decennial ages at entry
from 20 to 70 inclusive; and
(b) as respects endowment insurance policies, the rates of office pre-
miums charged, in accordance with the published tables in use,
for the new policies with original terms of ten, fifteen,
twenty, thirty and forty years, giving the rates for decennial
ages at entry from 20 to 40 inclusive but luding policies
under which the age at maturity exceeds 60.

q:

2. Stat ts, separately prepared in respect of policies with i
profits, with deferred profits, with profits under di ted b syst:
and without profits, showing in quinquennial groups—

(a) as respects policies for the whole term of life—
(i) the total amount assured (specifying sums assured and rever-
sionary b p ly), grouped according to ages

attained;
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ScHEDULES AND ForRMS OoF THE GOVERNMENT BiLL.

(ii) the amount per annum, after deducting abatements made by
application of bonus, of office premi payable through

life, and of the corresponding net premiums, grouped accord-
ing to ages attained; and

e

(iii) the amount per annum, after deducting abatements made by
pplication of b , of office premiums payable for a
limited number of years, and, either, the comresponding
net premiums grouped in accordance - with the grouping
adopted for the purposes of the valuation, or, the annual
loading reserved for the remaining duration of the policies,

grouped ding to ages attained;

(b) as respects endowment insurance policies—

(i) the total amount asssured (specifying sums assured and rever-

y b P ly), grouped in d with

the grouping adopted for the purposes of the valuation:
and

(ii) the amount per annum, after deducting abatements made by
application of bonus, of oﬂice premiums payable, and of

the corresponding net p ped in accordance
with the grouping adopted for the purpom of the valua-
tion:

Provided that-——

(a)as respects endowment insurance policies which will reach maturity
in less than five years, the information required by sub-para-
graph (b) (i) of this paragraph must be given for each year
instead of in quing groups; and

(b) where the office premiums payable under policies for the whole
term of life for a lnmted number of years, or the office premiums

payable under endo i policies, or the correspond
ing net premi are grouped for the purposes of the valuation
otherwise than ding to the ber of years payments

remaining to be made, or, where the sums assured under endow-
ment insurance policies are grouped for the purposes of the
valuation otherwise than according to the years in which the
policies will mature for payment or in which they are assumed
to mature if earlier than the true year, then, in any such case,
the valuation constants and an lanation of the method by
which they are calculated must be given for each group, and
in the case of sums d under end t insurance
policies a statement must also be given of the amount assured
maturing for payment in each of the two years following the
valuation date.

3. Stat ts as yespects any policies in force under which premiums
cease to be payable, whether per ly or temp ily, during disability
arising from sickness or accident, showing the total of the office pre-
miums payable.

4, Stat ts as respects i diat, ities on single lives for the
whole tenn of life, sep ly prepared in respect of ities on male and
female lives, showing in quing jial age groups the total amount of such
annuities.

5. S ts as yespects deferred ities, sep ly prepared in
respect of annuities on male and female lives, sh g the speci reserve

values for annuities of one hundred rupees which will be produced on maturity
on the basis of valuation adopted at ages, in the case of male lives, 60 and 65,
and in the case of female lives, 55 and 60; the said statements must show
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the speci reserve values which will be produced under the table of annual
premiums in use for new policies, and if under any other table of annual pre-
miums in use for any other deferred annuity policies in force smaller reserve
values will be produced, the like specimens of these must also be given.

6. Stat ts as respect: any._“" of i upon the lives of
a group of persons, whereby sums assured are payable in respect of the several
persons included in the group, showing the total claims paid since the date
as at which the last statements were prepared under this Part of this Schedule
or, where no such statements have been prepared, since the date on which
the insurer began to carry on the class of business to which the statements
relate, and the reserves for unexpired risks and outstanding claims.

! THE SIXTH SCHEDULE.
(See section 40.)
Rule as to the valuation of the Liabilities of an Insurer in Insolvency or Liquidation.

The liabilitiea of an insurer in respect of current contracts effected in
the of life i busi includi ity busi shall, subject
to any directions which may be given by the Court, be calculated upon the
basis of the rate of interest and rates of mortality and sickness upon which
in the opinion of the liquidator or official assignee or receiver the like calcula-
tion could properly be based if the obligations under the contracts were to
be fulfilled as and when they became due, taking into account the premiums
‘which would be received under the contracts and such sum as, in the opinion
of the liquidator or official assignee or receiver, is the lowest that could pro-
perly be assumed in respect of the office expenses and other charges which
would be incurred in respect of the contracts.
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STATEMENT OF OBJECTS AND REASONS.

. The law relating to insurance in British India is contained in Act V of 1912,
which regulates Provident Insurance Societies, Act VI-of 1912, which regulates
Life Assurance Companies, and Act XX of 1928, which amended the latter in cer-
tain respects but was primarily aimed at providing for the collection of statistical
information in respect of insurance business other than life insurance business car-
ried on in India by external companies.

2. The marked increase in the volume of life insurance business, and the
development of other forms of insurance business in British India since 1912 scon
suggested that more comprehensive legislation was needed. A Bill was prepared
in 1925 to extend to other classes of insurance business the supervision already
exercised over life insurance. The appointment in England almost simultaneously
of a departmental committee presided over by Mr. A. C. Clauson, K.C., to report
on the amendment of the Assurance Companies Act, 1909, on which the Indian
'Act VI of 1912 had been largely based, decided the Government of India to post-
pone that Bill, and await the legislation resulting from the Clauson enquiry. The
enquiry, however, though completed in 1927, was not immediately followed by,
and has not yet resulted in legislation in England, although the report of the com-
mittee contained a draft bill embodying the recommendations of the com-
mittee for the re-enactment of the 1909 Act with extensive modifications. In the
meantime Act XX of 1928 was passed by the Indian Legislature, and it was hoped
that the information collected through it would be of value when the time came
to consider the problems affecting Indian insurance.

3. In 1935 the Government decided to proceed with the reform of insur-
ance law without waiting for the enactment of legislation in England. Mr. S. C.
Sen was placed on special duty to examine the material which had been collected
concerning the amendment of company law in general, and insurance law in parti-
cular. In 1936 the Indian Companies (Amendment) Act, 1936, wae passed. The
project of revising the law of insurance was at once taken up. A small advisory
tommittee of experts representing various interests was assembled in the autumn
©of 1936 to consider in detail the various recommendations contained in Mr. Sen’s
seport. This Bill embodies the proposals which Government has decided to sub-
mit to the Legislature after consideration of Mr. Sen’s recommendations and the
opinions of the advisory committee.

4. The draft Bill includes in one enactment the subjects, dealt with by the
two separate Acts of 1912, but relegates the provisions relating to Provident Insur-

ance Societies to a separate part.

It provides inter alia for the following matters. It increases the supervision
exercised over all concerns transacting insurance business of whatever kind in Bri-
tish India, whether these are indigenous concerns, or external companies represent-
ed in India by branches or agencies, and treats agents acting for Lloyd’s under-
writers on the same basis as such branches or agencies. Registration formerly
unnecessary except for Provident Insurance Societies is proposed for general
application, and the principle of exacting deposits, hitherto applied only to indige-
nous companies transacting life insurance business, has been similarly extended.
The amount of the deposit has been increased with the object of more effectively
discouraging the formation of companies ‘inadequately financed, and where the
business of life insurance is to be carried on a minimum net sum of Rs. 50,000 is



required as working capital. Provision is made for full disclosure of the informa-
tion required to ensure sound principles of finance and management. Powers to
enforce punctual submission of returns and to ensure their accuracy, and additional
powers of inspection of insurance companies are taken. External companies are
required to keep in their principal offices in British India the accounts and other
documents by which their returns concerning their business in India can be checked.
Certain restrictions are imposed on the investment of the funds of insurance com-
panies, and external concerns are required to keep a portion of their assets invested
in Indian Government securities. The existing provisions of the law relating to
winding up of insurance companies, and to the amalgamation and transfer of insur-
ance business have been enlarged. Provisions have been inserted to regulate the
assignment and transfer of policies of life insurance and the making of nomina-
tions. Power is given to companies to Fay into Court moneys due under a policy
where there is difficulty in securing a proper discharge. It is proposed to prohibit
the employment of Managing Agents in future, and to bring existing Managing
Agencies to an early end. In order to secure fair treatment for Indian insurance
companies operating in foreign countries power is taken to subject the nationals of
a foreign country to any restrictions that are imposed in that country on Indian
insurance concerns operating there. Certain proposals are put forward aimed at
checking the practice of rebating and the payment of excessive commission. These
include provision for the licensing of insurance agents. The administration of the
Act will be carried out through the Superintendent of Insurance, who will normally
be the Government Actuary. To him also is assigned the supervision of Provident
Insurance Societies.

5. The provisions relating to Provident Insurance Societies subject these
to much more effective supervision than has hitherto been exercised. The name
adopted by any such society will indicate its status. Business on the dividing
principle is prohibited so that societies dependent on this class of business will dis-
appear. A minimum initial working capital is required, and the principle of depo-
sits is applied. The rules of a society will disclose fuller information of the working
of the society. All schemes of insurance operated by a society are to be subjected
to actuarial examination so that unsound schemes may be eliminated, and periodi-
cal actuarial investigation must be made into the financial condition of the society.
Proper books of account must be maintained, and the accounts must be audited.
Separate classes of business must be brought separately to account, and a separate
fund must be maintained in connection with a particular group of contingencies.
Assets are further protected by a provision requiring the investment in trust secu-
rities of a certain percentage of the total assets. Increased powers of inspection
and inquiry are taken. Other features of this Part are the application to policies
issued by Provident Societies of the provisions governing transfer and assignment
of life insurance policies and nominations. Liquidation procedure, formerly govern-
ed by rules made by the Local Government, is now to be provided for in the Act
itself.

N. N. SIRCAR.

The. thh January, 1937.
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APPENDIX No. 1.
(Sée Section 3 (2) F.)
-LIST OF SUBSIDIARY COMPANIES WHICH APPEAR TO HAVE NO SEPARATE IDENTITY.

Name of Company.

Remarks.

Underwriting Agents in

. Bombay. .

Underwriting Agents in
Calcutta.

Aasiatic Fire Insurance Co.

Eastern Insurance Co. Litd.

‘Equitable Fire Office.

Greater Britain Insurance
Corporation, Ltd.

Imperial Insurance Co.

Indian Guarantee & General In-
surance Co. of Bombay.

Owned by “Sun" Fire Office of Lon-

don. Cannot trace any independent

existence. Enquiry for Balance

%heet‘, produced Balance Sheet of Sun
ire.

Incorporated in the “Triton” of Cal-
cutta. Enquiry for Balance Sheet
produced that of *“Triton™. ‘

All shares bought by “London & Lan-
cashire” in 1901. Paid part cash and
pll:‘rt \ .shares in “London & Lanca-
shire”.

Direct Fire & Accident business ac-
quired by “North British & Mercan-
tile” in 1921. The “Greater Britain™”
appears to have been wound up in

1922,

Shareholders given shares of “Alli-
ance” of London, in 1902.

Enquiry for Balance Sheet produced
that of “General Accident” but it
seems possible that the Company may
be independent. Presumably: the
Branch Office of “The General Acci-
dent” in Bombay is the Head Office.

There are Directors.

Messrs. Greaves Cotton & Co.,
Ltd.

Attorney: L. Randall

Furdoonjee & Son.

The Hon. Sir Phiroze C. Sethna.

Sorabjee Kharas & Co.

General Manager:
L. G. B. Gould.
Agents: Herbert Sons & Co.

Jardine Skinner & Co., Manag-

ing Agents and others,

Mackinnon Mackenzie & Co.

Begg Dunlop & Co. Ltd.

‘€6



Name of Company.

Remarks.

Underwriting Agents in
Bombay.

Underwriting Agents in
Calcutta.

Lancashire Insurance Co.

Lion Fire Insurance Co. Ltd.

Liverpool Victoria Insurance
Corporation.

Manchester Assurance Co. Ltd.

National Assurance Co. of Ire-
land.

North Western Insurance Co.

Scottish Alliance Insurance Co.

Taken over by “Royal” in 1901.
“Royal” paid part cash and part
“Royal” shares,

Shareholders given shares of the
Yorkshire Insurance Co. in 1902.

Business transferred to “Commercial
Union” in 1912. Entered into Vo-
luntary liquidation in 1914.

Shareholders given “Atlas” shares in

1904.

Absorbed by “Yorkshire” in 1904.
Appears to have gone into voluntary
liquidation in 1906. Liquidation
closed 1917,

Acquired by “British Dominions Ge-
neral” (now Eagle Star & Br. Domi-
nions) in 1914. Cannot trace any
independent existence.

Transferred to Union Assurance Co.
(since allied with “Commercial
Union™) in 1903. No separate Head
Office, so far as can be traced,

Sir Cowasjee Jehangir & Co.

Wilson Lat;ham & Co. Ltd.

Dalvie Brothers.

Tulsidas Khimji.

M. P. Goculdas & Co.

Curramsey & Co.

Bhaichand Amoluk & Co.

Duncan Bros. & Co. Ltd.

Jardine Skinner & Co.



Name of Company.

Remarks.

Underwriting Agents in
Bombay.

Underwriting Agents in
Calcutta.

British Fire Insurance Co. Ltd,

Commercial Fire & Marine In-

surance Co.

Insurance Co. *Veritas™ =~

82:eanil Fire & Marine Insurance
0.

Batavia Sea & Fire Insurance ]

Co. Ltd.

British Traders Insurance Co. |

Lid.
China Fire Insurance Co. Ltd.

Eastern United Assurance Cor-
poration Ltd.

Java Sea & Fire Insurance Co.
Lid.

Maiji Fire Insurance Co, Ltd.
Yangtsze Insurance Co. Ltd.

Transferred to “London & Lanca-
shire” in 1823. Shareholders given
part cash and part “London & Lan-
cashire” shares. Head Office given as
5, Chancery Lane, (N.B. Head Office
of “London & Lancashire” is 7,
Chancery Lane.)

Belongs to “South British”. No fur-
ther information,

Associate of 'Batavia” which latter
now subsidiary of “Royal Exchange”
No further information.

Owned by “South British”. No fur-

ther information.

All Subsidiary Companies, but as

L established outside Great Britain and

India, have no information as to posi-
tion. All working in India.

Cox & Kings (Agents) Ltd.

Mornington & Co.

J. C. Duffus & Co. Ltd.

David Sassoon & Co. Ltd.
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APPENDIX NO. 1L
(See Sections 3 (9), 88D, 88E).

INSURANCE IN IRISH FREE STATE
(Reprinted from Post Magazine & Insurance Monitor, 21st March 1936.)

Amendments to New Bill.

The amendments proposed to the Insurance Bill are now published and while
the list may not be final most of the controversial ground is covered by more than
250 amendments, of which approximately one half emanate from the Minister
himself. In considering the proposals it will be desirable to attempt some classifica-
tion, for while the Government changes are almost certain to be accepted by the
Dail, those proposed by the Labour Party are less likely, although the alignment
of parties is such that the Labour amendments will not be rejected without good
reason. Finally, there are amendments from the Opposition for which the custom*
ary fate may be expected.

EXTENSION OF SCOPE OF BILL.

The first striking change proposed by the Minister is that forecast in these
notes three months ago, and the controlled classes of business will now include
public liability, engineering, glass, guarantee and burglary insurance. The deposit
of £20,000 will cover these classes as well as fire, accident and workmen’s compen-
sation; and the additional classes will be among those excluded from the operations
of the life companies. A company transacting glass business only will be exempt
from the deposit. A new provision will debar external companies from carrying on
any class of business not transacted at the time the Bill was introduced. A com-.
pany confining its operations to the insurance of religious proposals will also be
exempt from the deposit provision.

The section giving the Minister power to fix rates will be amended by a

provision for prior consultation with the companies.
REINSURANCE PROVISIONS.

The reinsurance section is, as yet, subject to little change. There is a new
gection giving the reinsurance company the right to refuse an individual risk unless
the ceding company r_etaihs such amount as the reinsurance company may require,
and this will not be regarded as an improvement on the original draft. The accounts
to be furnished by the companies will have to show reinsurance ceded and taken.
IThe part of the Bill dealing with the reinsurance has, however, roused so much
discussion that it would be idle to speculate the final form which the Government,
with so many examples of schémes in other countries, will decide is most likely to
accord with its desires. :

A further Government amendment is that where a proposer fills in his pro-
posal wholly in the Irish language he will be entitled to a policy in Irish. None of

96



97

the Companies, local or external, have facilities for such an arrangement, and the
result may be that language enthusiasts will find difficulty in obtaining such policies
unless they are willing to pay for the cost of their production.

PROPOSALS OF LABOUR PARTY.

The Labour Party naturally proposes a scheme of compeneation for em-
ployees who may be displaced, and the question is one which will have to receive
serious consideration. They also propoge further discrimination against external
companies, a doubling of deposits and of license fees, and a single license to be
applicable to a company and its subsidiaries. This latter proposal would destroy
the hopes of those companies who. would carry on either life or general business
through a subsidiary. It is also suggested that the additional classes of business,
the insurance of public authorities; the insurance of private houses and of premises
with a rateable value not exceeding £50 should be confined to local companies.

Another preposal is that any firm which has received Government assist-
ance by loan or grant should insure with a Saorstat Company. The definition of
Saorstat Company is the subject of an amendment which may be accepted, for the
requirement of local control, as one which would accord with the popular concep-
tion of what an Irish Company should ke. Another amendment would allow
insurance with a Saorstat Company where it is now prevented by covenants in the
leases of ground landlords, and this also will have undoubted popular appeal. A
detailed regulation for the procedure of the reinsurance company is lese likely to
be approved, but the proposal to give the Minister power ta reserve classes of busi-
ness to Saorstat Companies may be regarded as in sympathy with Government
policy. Another Labour suggestion would require companies to have their printing
done with Irish material and by workers and under trade union conditions.

OPPOSITION AMENDMENTS.

A number of Opposition amendments stand in the name of Mr. Lynch, a
former Minister of the Cosgrave regime. He would have a compensation fund for
displaced employees, licenses for agents, compulsory reinsurance of 50 per cent of
every risk, a 5s. fee on life premium incomes, 'and a scale by which no external
company could transact in any one year more than 90 per cent of the business

done in the previous year.

Finally, a Mr. Bourke, Opposition deputy and a director of a local company,
has a large number of amendments down for consideration though they appear to
constitute a form of special pleading rather than the policy of his party. He would
create a new class of “National” company confined to companies incorporated bet-
ween 1916 and 1921, apparently on the principle that in the intervening 15 to 20
years such companies have reached an age which entitles them to special respect,
while at the same time having an'immaturity which would justify their exemption
from the standard of stringency which the Bill seeks to apply. Actually, however,
only one company would seem to be included in the scope of his definition.



" He also would have licenses for agents, and the 90 per cent scale for new
life business, no rebate of income tax on new life policies issued by external com-
panies, rates passed by the Minister to be minimum as well as maximum, reinsur-
ances of 33-1/3 per cent for values exceeding £2,000/- and would reserve to local
companies the insurance of public authorities, the insurance of private houses upto
%2,000/- value, engineering, plate glass, solicitor’s indemnity and trustee’s indem~

nity insurance and the issue of court bonds.

The sections dealing with industrial life assurance are also subject to a large
number of amendments from all parties, which it is impossible to consider in detail.
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APPENDIX NO. III.
(See Sections 88 D and 88 E).

USE OF INDIAN MATERIAL

EXTRACT FROM THE REPORT OF THE INDIAN TARIFF BOARD 1932, - -

(Regarding the grant of protection to the Cotton Textile Industry)

Personnel of the Board.

President . . .. Dr. J. Matthai.

Mr. fazal Ibrahim Rahimtoola.

Members : .o .. . ..
Mr, G, T. Boag, C.LE,, I.C.S.

(Paragraph No. 204.—Pa§e 192).

The Indian Merchants’ Chamber of Bombay have made a strong plea for the
encouragement of various Indian industries engaged in the production of articles
used in the cotton textile industry. We are in entire sympathy with the point of
view urged by the Chamber that unless the policy of protection results in the
development not merely of the industries to which protection is granted, but also
of subsidiary industries, it will have failed to achieve its full purpose. We consider
that if protection for the cotton textile industry is extended for the period we have
proposed every effort should be made by millowners to encourage use of Indian
materials in their mills. This is a matter in which millowners themselves should
take the necessary initiative by getting into closer touch with Indian commercial
and industrial bodies interested in the sale or production of articles used in the cot-
ton textile industry. The proposals which we have made regarding the measure and
period of protection will impose a burden on the country for which in our opinion
it is the obvious duty of millowners to provide a commensurate return to the coun-
try in the form of additional employment for Indian labour and capital. Similarly
it has been brought to our notice that Indian insurance companies do not at pre-
sent receive enough encouragement from the mill industry. There has been a
large expansion of Indian insurance business in recent years which has been of
immense advantage to the country in many directions. We desire to impress on
Indian millowners the importance in the public interest of supporting the develop-
ment of this business. In making the recommendations contained in this para-
graph, we feel it our duty at the same time to urge the very necessary qualification
that nothing in what we have stated is intended to limit the discretion of the mill
industry as regards the standards which may be considered reasonable in the matter
of the cost, quality or safety of the goods or services required by it.



APPENDIX NO. 1V,
(See Sections 23 (i), 23 (i) )

INVESTMENT OF INSURANCE COMPANIES FUNDS

- EXTRACT FROM THE REPORT OF THE BOMBAY PROVINCIAL
BANKING ENQUIRY COMMITTEE 1929-30.

PERSONNEL OF THE COMMITTEE.

(1) Mr J. A, Madan, CLE.,, IC.S, Chairman.

(2) Mr. V. L, Mehta, B.A., Co-operative Expert,

(3) Prof. V. G. Kale, MA,, Indian Economist.

(4) Mr. Jamshed N. R. Mehta of Karachi, rep tative of C

(5) Mr. G. Sugdury of Messrs. Ralli Bros., rep tative of C

(6) Mr. Hirachand Vanechand Desai, rep tative of Indi Bank

(7) Mr. B. S. Kamat, representative of Agricultural Interests,

(8) Mr. P. R. Chikodi, B.A., M.L.C., representative of Urban Interests.
Mr. R. P, Masani, M.A, S .

Volume I
(Paragraph No. 301—Page 229)

Non-Indian insurance companies compete with Indian companies in both
fields of insurance, and especially in that of general insurance. As observed above,
these Indian companies are of recent origin. Further, for the insurance of articles
ft;f import and export, the non-Indian companies enjoy, in a large measure, the
patronage of the exchange banks. Whether there is any discrimination, is a question
which may be examined by the Central Committee, as our terms of reference do
not include the operations of exchange banks. There is, however, one aspect of
the business of non-Indian insurance companies which has a vital bearing on the
development of the banking resources of the country. These companies raise large
funds in India on the insurances they effect, and these growing funds merge in the
general resources of the companies at their various places of domicile. We have
had no means of ascertaining what portion of these funds are permanently invested
in India to the benefit of the national resources of the country. In any case, there
is no obligation on any non-Indian company to invest a certain proportion of its
funds in India, although we understand that Indian companies are subjected to such
@ restriction in a number of countries. In several countries, companies have to
deposit a fixed amount before they can open business. In some, the deposit is
increased according to the business secured in that country. In other countries they
have, in addition, to invest a certain proportion of their income from premia in the
securities of that country. In view of the credit needs of India herself, and the
depletion caused in her banking resources by the withdrawal for investment out~
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