
C.B. (il) No. 30 

LOK SABRA 

THE LIF-E INSURANCE CORPORA
TION HILL, 1956 

(Report of the Seiect Committee) 

PREsENTED ON THE 30TII APRIL, 1956 

LOK SABHA SECRETARIAT 

NEWDBLW 

April, 1956 
I 



CONTENTS 

1. Composition of the Select Ulmmittee 

2. Report of the Select Committee 

3. Minutes of Dissent • 

4o Bdl as amended bf the Select Committee 

APPENDIX I-: 

Motion in the Lok Sabha for reference 
of the Bill to Select Committee 

APPENDIX II-

• 

List of Associations who tenderi:d their evidence 
before the Select Committee 

APPENDIX III-

Minutes of the sittings of the Select Committee 

APPENDIXA • 

• • 

• 
• 

PAGES 

i-ii 

iii-vii 

xi-xxv 

1-30 

31-32 

33 

34-84 

85-87 .. .. 



THE LIFE INSURANCE CORPORATION BILL, 1956. 

Cm"uposition of the Select Committee 
' a•• 

1. Shri Balvantray Gopaljee Mehta-Chairman. 

2. Shri Syamnandari Sahaya 

· 3. Shri Anirudha Sinha 

4. Shri S. K. Patil 

5. Shri Shriman Narayan 

6. $hri C. p. Matthen 

7. Shri Feroze Gandhi 

·a. Shri Radh.elal Vyas. 

9. Shri Raichand Bhai N: Sliah 

10. Shri Upendra Nath Barman -

11. Shri Bimalaprosad Chaliha 

12. Shri S. R. Telkikar 

13. ~hri R. Venkataraman . 
14. Shri Tek Chand 
15. Shri 'i:'. N. Singh · 

16. Shri Telrur Subrahmanyam 
17. Pandit Krishna Chandra Sharma 

18. Shri R. R. Morarka 

19. Shri a: U Bansal 

20. Si".ri M. D. Joshi 

21. Shrimati Sushama Sen 

22. Shri S. R. Rane 
I 

23. Shri V. B. Gandhi 

24. Shri B. R. Bhagat 
25. Shri Sadhan Chandra Gupta 

26. Shri K. Ananria Nambiar 
27. Shri Tushar Chatterjea 

2a, Shri K. M. Vallatharas 
29. Shri M. S. Gurupadaswamy 

30. Shri K. S. Raghavachari 

· ~1. Shri Tulsidas Kilachand 



ii 

32. Shri U. M. Trivedi 
33. Shri a: D .. Somani 
34. Shri R. Velayudhan 
35. Shri C. D. Desbmukh 

DRAFTSMEN 

1. Shri G. R. Rajagopaul, Addttionat Secretary/ and Chief 
Draftsman, Ministry of Law. . 

2. Shri S. K. Hiranandani, Additional Draftsman Ministry of 
Law. 

SECRETARIAT 

Shri N. N. Mallya, Deputy Secretary. 

Shri P. K. Patnaik, Under Secretary. 



.Report of the Select Committee· 

I, the Chairman of the Select Committee to which the -*Bill to 
provide for the nationalisation of life insurance business in India by 
transferring all such business to a Corporation established for the 
purpose and to provide for the regulation and control of the ·business 
of the Corporation and for matters connected therewith or incident
al thereto was referred, having been authorised to submit the report 
on their behalf, present their report with ·the Bill as amended 
by the Committee annexed thereto. 

2. The Bill was introduced in. the Lok Sabha on 17th February, 
1956. The motion for reference of the J:!ill to a Select Committee 
was moved by Shri C. D. Deshmukh on 19th March, discussed in 
the House on 19th and 20th March and adopted on 20th March, 1956. 
(Appendix I). 

3. The. Committee held 18 sittings in all .. 

. 4. The first sitting of the Committee was held on 22nd March, 
1956 to draw up a programme of work. 

5. At the 2nd, 3rd, 4th and 5th sittings, the Committee heard the 
evidence tendered by the associations specified in Appendix II. . 

The Committee have decided to lay the evidence tendered 
before them on the Table of the House in extenso. 

6. The .Committee considered. th~ Bill clause· by clause at the 
subsequent sittings held on 9th and 'lOth April as well as from 16th 
to .26th April, 1956. 

7. The report of the Committee was "to be presented by 16th 
April, 1956. The Committee were, however, granted extension of 
time on 16th April, 1956 upto 30th of April, 1956. 

8. The Committee considered and adopted the Report on 30th 
April, 1956. • 

9. The observations of the Committee with regard to the principal 
changes proposed in the Bill are det.ailed in the succeeding para
graphs. 

•Published in Part ll-Section 2 of the Gazette. of India, Extraordi_,, 
dated the 17th February, 1956. 
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10. Clause 6: In sub-clause (1), the :words "of the community" 
have been added in order to make the intention.clear. 

·In sub·clause 2(d), the words "or persons"-·have been inse~ted 
to make it clear that life insurance business carried on outside India 
may be transferred to one or more than one person. 

In sub-clause· 2(h), the words "life insurance" have been omit
ted as the Corporation may have to carry on business other than 
life insurance business where such business was carried on by a 
subsidiary of any insurer. 

11. Clause 7: The Committee feel that since Goverpment will 
now stand guarantee, there is no longer any necessity for any such 
trust as is referred to in section 27 (6) of the Insurance Act. 

Sub-clause (3) has thenefore been inserted. 

12. Clause 8 (New clause): The Committee feel that where an 
insurer has established a provident fund, superannuation fund or 

:any other fund for the benefit of its employees and ·constituted a' · 
trust, the moneys standing to the credit of any such fund in respecl: 
of the employees who have become the employees of the Corpora• 

- tion should vest in the Corporation ·and the Corporation may consti• 
tute one or more trusts with similar objects in respect of· such 
transferred funds . 

. This clause has been inserted accordingly. 

13 .. Clause 9 ·(Original clause 8): Omission of sub-clause (3) is 
consequential upon the insertion of new clause 8. 

14. Clause 10· (Original clause 9): The amendment made in sub
.lause (f) is consequential upon the insertion of new clause 8. 

15. Clause 11 (Original clause 10): In the proviso to sub-clause 
(1), the words "to any employee of the Government or" have been 
deleted as in the opinion of the Committee the pro'!'isions of this · 

·clause should apply to Government servants also. 

In sub-clause (2) an Explanation has been added as the Com
mittee feel that compensation payable to a former employee of an 
insurer under sub-clause (2) shoUld not affect any benefit he may 
be entitled to receive under the contract of his service with the 

r - - - ' • • 
insurer. 

16. Clause 12 (New clause): The Committee feel that existing 
employees of Chief Agents of insurers should be · absorbed and 
their services transferred to the Corporation in certain cases. 

This clause has been inserted accordingly. 
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17. Clause 14 (Original cJause 12): The amendment made in this 
clause is intended to exClude contracts of insurers entered into after 
the 19th January, 1956, when the business of the insurers was. 
taken over by Custodians. · ' · 

. In respect of the proviso · to this clause, the Committee recom
mend that in order to .ensure security to the policy-holders the Gov-

. ernment should, ·while· approving any scheme envisaged in this 
clause, be liberally disposed to see that losses to the policy-holded 
are minimised as far as possible. · · · 

18. ClauseJ.5. (Original clause 13):The·Camrriittee feel that the 
period of two yea.rs proVided in this clause should be increased te> 

· five years. ·· · r: · 

In view of the provisions contained in clause 41' ( originaJ. clause 
· 32) -the Committee feel that ~at only the Corporation but also any 
·other person interest~d should have the right to apply for relief to thE 
Tribunal under this clause: 

The clause has been, amended accordingly. 

19. Clause 17 (Original clause 15): • The Committee feel that the 
Central Government should be empowered to constitute more Tri

. bunals than one when ·such a necessity arises. · 

The clause has therefore been amended accordingly. 

20. Clause 18 (Original clause 16): The clause has bi!_en amended 
.to provide for a zonal office of the Corporation in. Kanpur also. 

21. Clause 19 (Original clause 17): The Committee feel that the 
constitution of an Investment Committee to advise the Corporation 
in matters relating to the investment of its funds is very much 
necessary and it should find specific mention in this· clause .. 

-
The clause has therefore been recast accordingly. 

The Coininittee have ·noted the assurance given by the Minister 
of Revenue and Civil· Expenditure that an Investment Committee 
will be appointed. 

·· 22; ·Clause· 20 (New clause): This clause. reproduces. sub~clause 
(2) of. original clause 17 with a modificat_ion ~aking p_rovision for 

'the appointment of more than one Managmg Director, if necessary. 

· 23. Clause 21 (Original ·clause 18): The amendment is clarifica
tory. 

24. Clause 22 (Original clause 19): The. Committee consider that 
·in order to promote good 'relations between the Corporation and its 
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employees, there should be an advisory committee called the Em
ployees and Agents Relations Committee ·in each zone. 

Sub-clause (3) has been inserted accordingly. 

25. Clause· 23 (Original clause 20) :The amendments made are 
of a drafting nature. · 

26. Clause 25 (Original clause 22) : In sub-clause (1), for the word 
"affairs" the word "accounts" has been substituted in order to make 
the meaning clear. 

27. Clause 27 (New clause): This new clause provides that the 
. Corporation should at the end of each financial year submit to the 
Government a report on its activities. 

_28. Clause 29 (New clause): The Committee feel that the re
ports of the auditors and actuaries and the annual reports on the 
activities of the Corporation should be laid by Government before 
both the Houses of Parliament. 

This clause has been inserted accordingly. 

29. Clause 31 (New clause): The Committee feel that there 
should not be any objection to a company registered in India carry
ing on life insurance business in respect of persons residing outside 
India. · · · 

This clalolse has therefore been inserted. 
. ' 30. Clause 32 (New clause): This clause empowers the Corpora-

tion to have facsimiles of the official seal for USt) in the zonal, divi
sional and other offices under the Corporation. 

31. Clause 34 (New clause): The clause relates to surplus shares 
vested in the Administrator General which have not been disposed 
of by him. The Committee feel that such shares should revest in 
the persons entitled thereto on paym_!:!nt by _.them of :the expendi
ture incurred in relation to those shares . • 

32. Clause 35 (Original clause 27): The clause has been re-cast 
from the drafting point of view and enables the Central Government 
to make an order under the clause before the appointed day, that is 
before the date when the assets and liabilities of the insurers are to 
vest in the Corporation. · 

33. Clause 36 (New clause): This clause provides for the. ces
sation of contracts subsisting between an insurer and his Chief or 
Special Agent and between Chief Agent and Special Agent as from 
the appointed day, on payment of due compensation. ' 
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34. Clause 37 (Original clause 28): The Committee feel that the 

Central Government should guarantee payment by cash1 .The words 
"by -cash'' have therefore been inserted. 

35. Clause 40 (Original clause 31) :_ The Committee feel that the 
period of imprisonment of six months provided under the clause 
will not meet the ends -of justice .and should: be increased to ·one 
year. 

The clause; has therefore been. amendeq accordingly . 
• 

36. Clause 42 (Original clause 33): The climse ·has been re-cast 
to describe precisely the civil court to which the application for 
enfm:cement of a decision of the Tribunal may be made. 

37. Clause 43 (Original clause 34): The Committee are of opin
ion that it will not be proper to give -unrestricted powers to Gov
ernment in the- matter of application of the provision of the Insu
rance Act to. the Corporation. . ' 

TIJ.e Committee feel that" the sections of the Insurance .Act that 
should automatically apply. to the Corporation and the sections that 
niay be made applicable by Government should )le specified in the 
Bill. . 

The Committee also feel that all notifications issued by the Cen
tral Government under this clause should. be laid before both 
Houses of Parliament after they are issued. 

The clause has therefore been amended accordingly ... 

38. ·Clause 44 (Original clause 35): The Committee feel that· the , 
life insurance business of a composite insurer -which is being manag
ed by an Administrator appointed under section 52A of the Insurance ' 
Act should not vest in the Corporation on the appointed -day. 

The Committee also feel that the exemption granted under this 
clause should apply to schemes of compulsory insurance that Gov
ernment may fr!lme in future as well. 

The clause has therefore been amended accordingly. 

39. Clause 45 (New clause): The Committee feel that in re~pect 
of the composite insurers whose management has vested with the 
Administrator, steps should be taken as soon as possible to transfer 
the assets- and liabilities appertaining to the controlled business of · 
such insurers to the Corporation and vest the management of other 
business to the persons concerned. 

This new clause makes the necessary provision. 
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40. Clatlse 48 (Original clause 38): The Committee consider that 
all rules made under this Act should be laid before both Houses of 
Parliament for a peri~d of not less than thirty days and shall be 
subject to such modification as Parliament may make, 

Sub-clause (3J has, therefore, been· amended accordingly. 

41. Firs~ Schedule: In regard to this Schedule the Committee 
consider that-

(i) an insurer having a share capital who has allocated the 
whole of the surplus t~ the policy-holders should also 
come under Part A; 

(ii) an allowance should be made for the increase in the 
growth in the business in force subsequent to the period 
comprised in the relevant inter-valuation periods. It 
was felt that this could conveniently be done on an 
approximate basis, the average business in force during 
the period 195o-55 inclusi:ve being the basis on which 
the compe!J-~ation_is paid; and 

(iii) the minimum in Explanation 2 should be increased slight
ly. 

Tbe Schedule has therefore been amended accordingly. 

Tbe amendments made in ·Parts B and C of the Schedule ane 
clarificatory. 

42. Second Schedule: Miitor and clarificatory changes have been 
made in this Schedule. 

4~. Third Sch:.edule (New): This Schedule lays down the scale· 
of compensation payable to chief agents and special agents on the 
termination of their contracts with the insurer on the appointed day. 

44. The Select Committee recommend that the Bill as amended be 
passed. 

NEw DELHI;· 
.The 30th April, 1956. 

BALVANTRAY G. MEHTA, 
Chairman, 

Select Committee, 



Minutes of Dissent 

I 

One of the effective ways to safeguard the interest of the policy
holders and also of the Government is to exercise control over the 
expenses of management of · the Corporation. The Bill, as it 
emerges out from the Select Committee, has no provision for such 
control. Section: 40B of the Insurance Act, 1938, which provides 
for limitation of expenses, has also not been made applicable to the 
Corporation. We strongly feel that in .order to safeguard the inter
est of the policy-holders and of the Government, Section 40B of 
the Insurance Act, 1938 should be incorporated under clause 43 (1) 
of the present Bill which will make it obligatory to manage the 

, affairs of the Corporation within a certain limit of expenditure. 
Incorporation of Section 40B of the Insurance Act, 1938 will enable 
the Parliament also to exercise such a .control. If for any reason 
Section 40B of the Insurance Act, 1938 could not be incorporated 
under Clause 43(1), a suitable specific provision for limitation of 
expenses of managa,ment of the Corporation should find a place in the 
Bill. 

NEW DELHI; 
The 30th April., 1956. 

• BIMALA PROSAD CHALIHA 
M.D. JOSHI. 

II 

1 have read the Rqport of the Select Committee and I am in full 
agreement with the same, except on one point which I consider is a 
major issue. The policy of nationalisation has. my full approval, 
B.ut the set up proposed, I am afraid, will retard the progress of the 
Industry and Is likely to make it static. I am referring to One 
Corporation instead of six or seven autonomous Corporations. The 
life 'insurance business has developed very much in the course cf 
the last three or four 'years and if it is to continue in the same way 
and reach the target of 8,000 crores as contemplated by the Finance 
Minister, it is absolutely necessary that some element of competi
iion must be brought into it. 

This nationalisation of life insurance is being tried in other 
countries, but no country has taken over the whole life ir.surance 
business as a monopoly of the Government, except perhaps Costa 
Rica, which is a small country with a population of 800,000 people. 

ix 
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Among other countries that have taken to nationalisation of life 
insurance, I would like to mention France. -They have also nationalis
ed Banking in lhe same way. But in both these, even though they 
have taken over the ijm,portant Insurance Companies and Banks, 
they have left several companies in the Private Sector also to conti
nue working. Apparently, the main dbject was to retain the elec 
ment of competition which· is so essential for the development of 
·any industry. I hold-and· I hold very_ strongly-that in the interest 
of the development of the Public Sector, whether it is nationalisation 
of Insurance Companies, Banks or Transport or ·anything -. else, 
it .is absolutely necessary to retain a, small sector in· the Ptivate. 
Sector also in the best interests of the Public Sector. 

· Hence I propose that instead of one Corporation, we must have . 
at least seven or eight autonomous Corporations, all owned by the 
Government, ·so tha~ ·the element of ·competition may be retained. 
If some constructive· and objective .thinking is made, I ani sure that 

... this aspec:-1--1<. mean the importance of the element of competition
. will be appreciated by the House. In this connectiort, I would like 
to point out that all the practical businessmen who had occasion to 
appear before· the• Select· Committee, have one and all stressed the 
importance of retaining the eJement of competition in the new set
up. 

I will go a step further and suggest the retention of the five or 
six most important companies who afuoilg them share more than 
half the Insurance- business o~ India, and to regroup these ur.its iii 
such a way that out of the 152 units now taken over, 8 or 10 bigger 
units should emerge. This ·could be done partly by the amalgama
tion of a number of smaller ·units, and regional considerations also 
may play some part in bring!ng about such grouping of these units. 
I suggest the Government taking over shares of all these companies 
and working all these 8 or 10 units under such general policy regu
lations as the ·Government may prescribe. These units will then be 
allowed to work as autonomous units. The great advantage in this 
suggestion is that the organisation of these 8 or 10 units will be able 
to work .more efficiently than a new organisation to be built up by 
One Corporation, to take over the tremendous volume of work which 
on account of the 152 units working in different ways, will be found 
by the Government as an impossible task. 

But. my suggestion was to constitute six of seven. autonomous 
Corporations with Headquarters in important regions of the Union 
of India. There may •be standard uniform premium rates for all the 
Corporations. But a considerable amount of competition can be 
brought to operate through the methods of servicing and every· unit 
will do in the way in which each Corporation services its business. 
This servicing is the most important problem. There are about 5 
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. million policy-holders to-day and to issue premia notioes, to ·collect 
" . premia, -to take notice of lapses, to take steps. to revive the lapsed 
-Policies, and to pay claims promptly, is a big administrative job. 

These aut9nomous Corporations must have inde~endent actuarial 
valuation and absolute freedom in the day-to-day working, and if the 
valuatiol). warrants, these Co~porations must have the liberty to 
declare indevendent scales of bonuses. Of course, each of . these 
Corporations will have ·the freedom to work in any part of India 
and thereby encourage the spirit of healthy competition in this 
Industry. I have not the least objection to the Government con
trolling the investments of all these Corporations. 

No country in the world has progressed so much in the matter 
·of production as U.SA., even though they still believe in laisser
faire Capitalism, in · which I have no faith. They have developed 
the industries into various big Corporations-whether in Automobiles 
or in Textiles or in Soap manufact~re, et<;. etc. J;lut, one feature 
which I want to stress in connection with the U.S. Corporations is 
'that ·they encou~age competition of similar produ.cts even in the 

- same Corporation. I know of a big Soap Manufacturing Corpora-
tion, where two of their Washing Soaps manufactured in two fac
tories are allowed cut-throat competition, even though the loss in

. curred by one factory may be the loss of the Corporation. ·. They 
have, found that by this encouragement of the spirit of competition, 
the_ total business is increased at comparatively less cost. 

With_my business background, at the same .time without any 
vested interests in any industry whatsoever, I am viewing the whole 

. Nationalisation with the object of making a greater success than 
-·.what is achieved by the Private Sector. I strongly recommend to 
- the House the revision of this monopolistic One Corporation: pro-
vision . 

. NEW DELHI; C. P. MATTHEN 

The 30th April., 1956. 

m 

We have read the report of the Select Committee from which we 
beg to differ in certain respects. 

Our -differences with the majority view involve principles relating 
to the protection of policy-holders' interests, the accountability of 
public enterprises and the basis of paying compensatio~due to share
holders, which we sfiould like to elucidate before giving our views 
on the relevant clauses. 
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The. Insurance Act, 1938, tries to secure the interest of policy· 
holders by laying down various provisions such as, the· election of 
policy-holders' directors on the board; limits on the investment of 
controlled funds in any one compa,ny, and other restrictions on in-' 
vestments; lirqits on expenses of management; licensing of agents; 
and the maintenance of proper accounts and their auditing. The 
Life Insurance Corporation Bill, 1956, as adopted by the majority of· 
the Select CoJ:n!nittee, does not provide for some of these important 
sa~eguards. No provision has been made for the election of policy. 
holders' representatives as members of the Corporation or even as 
members of. the Zonal Boards, and for maintaining the expenses of 
management within prescribed limits. There are no. provisions laid 
down in the Bill, as adopted by the majority, to regulate the invest
ment of controlled funds in the interest of policy-holders, although 
there is a provision empowe'!'ing the Government to frame rules for 
this purpose. We are in favour of incorporating provisions in the 
Bill for the appointment of policy-holders' representatives, at least 
on the Zonal Boards; incorporating restrictions on investment in the 
shares of any individual company, and other restrictions specified 
in Sections 27 and 27A of the Insurance Act, 1938; and provisions 
regarding the expense ratio. Moreover, we are of the view that it 
would be in the interest of policy-holders to prohibit the Corpora· 
tion to risk its funds in other businesses. In this connection we 
would recommend that the Corporation should hand over the three 
general insurance companies to those life offices which were running 
them as subsidiaries, provided they are willing to take them over, 
or to transfer them to other suitable parties. 

/ The second principle involved is that of public accountability of 
State undertakings. We feel that with nationalisation the public 

accountability of such undertakings should increase, not· decrease. 
The Bill as adopted by the majority provides for the audit of accounts 
by auditors appointed by the Corporation with the approval of the 
Government. This provision, we think, is bad in principle, inas-. 
much as it does not provide for an overriding audit by the Comptrol
ler and Auditor-General. The entire capital of the Corporation is to 
be provided from public funds, and the Central Government is to 
guarantee all its policies and bonuses. It is, therefore, incumbent on 
the Parliament as the custodian of public funds, to secure the public 
accountability ~f sucq funds, ':"hich can be done only by providing 
for the· audit of the CorporatiOn by the comptroller and Auditor
General, the only authority em~owered to carry out audits on behalf 
of the Parltltment. Even in a priVate company, the share-holders, and 
not the directors, appoint the auditors. Section 619 of the Companies 
Act, 1956 provides for the ad~itional audit of .Government companies 
by the Comptroller and Auditor-General. Smce the Companies Act 
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Is not applicable to the Corporation, it is absolutely necessary to 
provide for audit by the Auditor-General of India. His report 
could be discussed by the Parliament. That is, in our apinion, the 
minimum quantl.\!Il of public accountability to which· every State . 
undertaking should be subjected. 

' As regards the basis of compensation, we differ from the m&jority 
view in two. respects. Firstly, insurance business is a steadily grow
ing business, the earnings from which increase steadily from year to 

_ year; instead of fluctuating from year to year as in the case 
of trading business, and the time that ought to be taken into 
consideration for estimating its earning capacity should be a 
convenient date, as near as possible to the date of taking 
over, ani!. not an average of a numb-er of years. The majority have 
therefore e:rred in taking the average of the last two v~luation sur
pluses adjusted in proportion to the average business in force for 
the years 1950 to 1955, as this results in estimating earning capacity 
of the business not at the end of 1955, but at the end of 1952 or an 
earlier year. Thi$ back-d,!lting obviously results in undercompensa- · 
tion, as the earning capacity of -life insurance businesses would be 
always more in subsequent years than in preceding years. Secondly, 
t.he majority has provided that il\ the case of companies that had 
appropriated for the benefit of their share-holders more than 5 per 

. cent. of their valuation surpluses, only 5 per cent. should be taken 
into account for the purpose of calculating compensation. This is un
fair in our view inasmuch as the great majority of the companies had 
been appropriating 7! per ce~t. as laid down in the Insurance Act, 
and the values of their shares had got adjusted on the basis of such 
division of the valuation surplus between policy-holders and share
holders. The 'accept;mce of lhe majority view would, · therefore, 
result in loss to tens of thousand of share-holders of insurance com
panies, a large proportion of whom belong to the middle class. In_ 
our view, the percentage to be taken in the case of any such com
pany should be that at which it fixed the share-holders' portion of 
the valuation surplus in its last valuation. "I:he basis we have 
recommended would involve the least disturbance in share values as 
well as in the arrangements between the share-holders and -the 
policy-holders existing at the time when the business was acquired 
by the Corporation. · · _ 

We. append below detailed comments on those provisions of the 
Bills OJh which we have differences with the majority of .the Com-

- - ' mittee. • · · 
Clause 14 (Original Clause 12) : This clause empowers the Cor

poration to reduce the values of. existing policies of any insurer,_ 
having regard to its financial condition on the date on which the -
Corporation is established. 1t must- be noted, however,- that the 

c-
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policy-hol~ers. of financially unsound units likely to .suffer loss by 
the reduction m the value of their policies, will have no say whatso
ever in the determination of such·clairns, and will not be in a position 
to contest their claims.- It wauld be desirable. to afford some relief 
to these unfortunate policy-holders, a part of whos~ savings would 
vanish for no fault of their own. We recommend that the assets of 
the companies affected should be revalued, their 'policies re-evaluated 
on that basis, and their funds treated as closed funds. To reduce 
the loss of the policy-holders, mortality rates should be taken on a 
more fav:ourable· basis than the 1925-35 Oriental ultimate basis· the , 
interest yield should be taken at a liberal rate, based on actual 
yields and not on a hypothetically determined conservative basis: 
and the expense ratio allowed should be not more than roper cent, 
as such businesses can be managed very economically as closed 
funds. 

Clause 22 (Original Clause 19): This clause provides for the for
mation by the Corporation of Zonal Boards to advise the Zonal 
Managers. We are in favour of the election of policy-holders' re-:, 
presentatives as members of the Corporation on the same ·basis as 
the life insurance companies were required to elect policy-holders'· 
directors under the Insurance Act, W38, and also of the appointment 
of policy-holders' representatives on Zonal Boards. The Govern- · 
ment mi.e:ht plead that it would be difficult to hold an election. for · 
the appointment of policy-holders' representatives as members of 
the Corporation, but they cannot argue that the appointment of 
policy-holders' representatives on the Zonitl Boards would present 
any special difficulties. It might be contended that the members of 
the Corporation and of the Zonal Boards may all be relied upon to 
safeguard policy-holders' interests, but it must be ·appreciated that 
such members would only Iiold a balance between policy-holders' 
interests and the interests of other parties, such as the members nf 
the Staff and Government and other borrowers, and would not 
advocate exclusively the cause of the policy-holders. It would be 
re-assuring for the policy-.holders to have persons charged with the 
responsibility of exclusively looking after their interests. That · 
would also enhance the confidence of policy-holders, and render 
life insurance policies more attractive. We, therefore, strongly 
recommend the appointment of policy-holders' representatives on 
Zonal Boards, and, if feasible, also as members of the Corporation~. 

Clause 25 (Original Clause 22): This Cla).lse provides fom the 
accounts and audit of the Corporation. Here we woulcl, point. out 
the omission of any provision for audit by· the Comptroller and 
Auditor General of India, which we find most objectionable from the 
point of ,riew of public accountabil~ty. ·The· entire capital of t~e Cor
poration is to be found from. public funds voted by the Parliament. 
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(Clause 25), and the policies as well as bonuses are to .b.r guaranteed 
by the Central Government (Clause 28). Since the Treasury would 
be called upon to bear the entire financial responsibility regarding 
life insurance in India, it is 'imperative upon the Parliament to se
cure the public accountability of the Corporation, which could be 
done only by subjecting the Corporation's accounts to the audit of 
the Comptroller and Auditor-General of India, the only authority 
competent to carry out audits on behalf of the Parliament. The 
majority report favours the appointment of auditors by Corporation 
with the approval of the Government, which is bad in principle 
inasmuch as the Auditor-General alone is competent to carry out , 
audits on behalf of the Parliament, which represents the interest 
of shareholders, who-are in this case the general public; and the 
Corporation and the Government-who occupy in this case a position 
analogous to that of the board of directors of a company-have no 
right whatsoever to appoint auditors. Everi the Companies Act, 1956 
(Section 619) prescribes the audit of the Auditor-General in the case 
of all Government companies. 

Moreover, the clause as adopted by the majority does not include 
,provision for the keeping of accounts on the basis ·of the Insurance 
Act, 1938, or the Indian Companies Act, nor does clause 34, as 
adopted by the majority, make the sections of. the Insurance Act, 
1938, relating to accounts compulsorily applicable to the Corpora
tion. Should the Parliament accept the majority view; it would 
exempt the Corporation from the common law of the land and also 
from accountability to the Parliament. We, therefore, strongly re-

. commend 'that the provisions regarding the keeping of accounts by 
Government companies and their audit · by the · Comptroller and . 
Auditor-General of India, as laid down in the Companies Act, 1956, 
and also the sections of the lnsur.ance Act relating to the keeping of 
accounts, should be made compulsorily applicable to the Corppra
tion to ensure its public accountability through parliamentary con-
trol. · ! 

Clause 28 (Original Clause 24): This clause provides for the appli
cation of 95 per cent. of the valuation surplus for the benefit of policy
holders, and the utilisation of the remaining 5 per cent; according to 
the direction of the Central Government. We would point out that 
this provision is unjust to the policy-holders of those companies that 
have been appropriating less than 5 per. cent. for the · benefit of 
shareholders either by a tacit understanding or under the provisions 
of their Articles of Association. How can the Government justify the 
appropriation of 5 per cent. when they are taking a smaller percen-
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tage into accc;mnt for the purpose of calculating compensation payable 
to some companies? The Government have not indicated the pur
poses for which such 'funds may be used.· Th<:O surplus would go on 
increasing every. year, and there would be no justification for appro
priating an increasing amount every year for unknown purposes. The 
only purpose for which such appropriations might be rightly used is 
the payment of dividend on the capital provided by the Government, 
and we recommend that, out of the valuation surplus, a reasonable 
dividend should be paid on the capital, and the · entire balance · 
should be utilised for the benefit of policy-holders. 

Clause 43 (Original Clause 34): This clause provides for the com
pulsory application of certain provisions o~ the Insurance A9t to the 
Corporation; the application of some other provisions with suitable 
modifications; and the application. of .any of the remaining provisions 
of the Act, with such modifications as the Government might think 
fit, only if the Government do so by· notifications. 

The Insurance Act lays down certain principles to guide the con
duct of insurance business. Such principles are as relevant to the 
Corporation as to private insurers, and the exemption. of the Cor
poration from these cannot be justified. Among the important pro
visions that have not been made directly applicable to the Corpora
tion are those regulating investments and expense ratio, requiring 
filing of return of investments; rPQuiring payment of money into 
court owing to coflicting claims for policy money, and those pro
viding for licensing of insurance agents and declaration of inter
rim bonuses. 

The basic principle guiding investment policy should Be to spread 
investments as widely as possible to ensure the safety of the funds 
invested and to secure a good yi!'ld. Section 27 of the Insurance 
Act, 1938, requires insurers to invest at least 50 per cent. of their 
controlled funds in Government and quasi-Government securities. 
After nationalisation, the Government would be naturally inclined 
to invest as large a proportion of the funds as possible in such sec

. uri ties. But as the interest on such securities is considerably lower 
than the ·dividends from industrial securities and the return on 
other investments, such as property, the average yield would tend 
to be low. Therefore, to secure a higher yield, in order to enable 
the payment of higher bonuses, there should be a maximum limit, 
say 55 per cent. on investmlent i? ·Government and quasi-Govern
ment securities, so that a substantial proportion of the funds remain 
invested in mcve remunerative investments .• We also recommend 
that the limits provided in the Insurance Act on investJnent in in
dividual companies should be made applicable to the Corporation to 
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&void concentration of investment in a few comp!inies. This would 
secure the safety of the funds so invested by spreading the risk 
over a broader base. 

Regarding the expense ratio, the Corporation has been given a 
monopoly of life business, and its policies are guaranteed by the 
Government. It is likely to get a large amount of ·business without 
any canvassing, -and it will not need to incur .expenditure on com
petitive salesmanship, which should enable it to maintain its expense 
.ratio at how level. If would therefore be j1,1stifiable not only to 
provide for the application of the provisions of Section 40B of the 
Insurance Act regarding the expense ratio, but also to provide for a 
lower ratio than that laid down for private insurers. We recom
mend that Sections 27, 27A and 40B of the Insurance Act, 1938, with. 
modific'!tions suggested above, be made compulsorily applicable to 
the Corporation, and that sections 28, 28A, 29, 30, 42, 47, 48 and 
112 be added to the list of sections given in. clause 34(2). 

The First" Schedule: This schedule lays down the basis of com
pensation payable to ·insurers. The basis of compensation involves . 
the consideration of mainly the method of valuing the surplus, -the 
relevant period of valuation and the percentage of the valuation 
surplus appropriated for the benefit of the shareholders, which are to 
be taken into account. 

As regards the period of valuation, the formula in Paragraph 1 
of the Schedule as adopted by the p:1ajority takes the average of the 
last two valuations (or a minimum period of four years) of every 
company, and adjusts the figure with the average business in force 
during the calendar years 1950 to 1955. The point to be considered 
in this respect is whether the annual earning capacity of the busi
ness taken over should be calculated on the basis of- an average 
spread over a number of years, or as on a certain date. For valuing 
the annual earning capacity of an ordinary trading business, _ the 
profits of a number of years, which are low in some years and high 
in others according to trading conditions and other factors, are 
averaged. But such a basis would be unfair in the case of life insur" 
ance business, as it is inherently of a growing nature, and the valua
tion surplus keeps on increasing _every year instead of fluctuating 
from year to year as in the case of trading businesses. Therefore, 
the earning capacity of the life business taken over would be highest
on the date on whic~ it was taken over, and its earning' capacity 
should be calculated as at 31st December, 1955 the nearest con
venient date for estimation purposes. The basis adopted in the 
majority report is the average of the surplus of the last two valua~ 
tion periods as adjusted by. the average business 1n force during the 

' 
. 
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calendar years 1950 to 1955, which shifts the date taken into consi
deration for determining the earning capacity back by as much as 
about three years or more in the case of every company. This is 
obviously unfair in the case of a business showing an ever increas
Jng valuation surplus, and steadily increasing earning capacity, the 
average annual rate of increase during recent years being about 20 
per cent. Thus, instead of taking into account the annual earning 
capacity as at the end of 1955, the majority formula will result in 
the taking into account of the earning capacity as at the end of 1952 
or an earlier date. The underestimation of compensation on ac
count of this back-dating is likely to be considerable. We think that 
the most fair arrangement would be the valuation surplus for the 
year 1955, but if that is found to be unacceptable, then we recom
mend that the basis for every company should be its last valuation 
surplus adjusted in proportion to the business in force as at the end 
of the year 1955. 

As regards the percentage of the surplus to be taken into account 
for compensation purposes, there is no reason to vary the percent
age allocation by imy company within the limits laid down by law. 
Only a few companies have allocated less than 71 per cent, the limit 
specified in the Insurance Act, and they have done so for various 
reasons, such as, to attract more business and to conform to their 
Articles of Association. As long as the percentages taken into con
sideration for calculating the compensation payable to such com
panies are the same as, or higher than, those at which the respective 
companies appropriated their valuation surpluses for the benefit of 
their respective shareholders, no injustice would be done to them if 
the percentages taken into account for calculating the compensation 
payable to other companies were the same as those at which the 
latter appropriated their valuation surpluses for the benefit of their 
respective shareholders. On the other hand, injustice would be 
definitely meted out to the latter co~panies if the percentages taken 
into consideration are less than those at which they appropriated 
their respective valuation surpluses for the benefit of their share
holders. Share values had got adjusted on the basis of the arrange
ments in regard to the division of the valuation surplus between 
policyholders and shareholders, and it would be being unfair to those 
shareholders who had purchased shares on the basis of such 
arrangements. The limit of 76 per cent laid down in the Insurance 
Act, 1938, is low compared to the limits prevailing even in advanced 
countries. In the U.K. there is no statutory limit, but the country's 
largest company namely, the Prudential, has allocated 8 to 10 per 
cent; and in Canada, a company of a size comparable to the leading 
Indian life company, namely the Oriental, would be entitled to appro
ptlate about 10 per cent fo~ the benefit of its shareholders. In India, 
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the conventional limit was 10 per cent up to the year 1950, after which 
it was reduced satutorily to 7~ per cent. The upper limit of 5 per cent 
laid down in the original Bill and endorsed by the majority, there
fore, appears to us to be arbitrary and unfair. The original Bill Jaid 
down that companies appropriating less than 3 per cent should be 
allowed 3 per cent as the basis, companies appropriating over 3 per 
cent and up to 5 per cent should be allowed the actual percentage 
appropriated as the basis, and those appropriating over 5 per cent 
should be allowed only 5 per cent as the basis. The majority report 
increased the limit of 3 per cent to 3l per cent, keeping the other 
provisions as they were in the original Bill. We think that they 
should have raised the percentage also in the case of those com
panies appropriating more than 5 per cent correspondingly, say to 
at least 6! per cent or so. However, we feel that the basis for any 
company should be the actual percentage appropriated by that parti
cular company in its last valuation . 

• 
There is another consideration which militates against the in-

terest of the shareholders of existing companies. In valuing the 
surpluses, the assumptions regarding mortality figures, interest 
yields and expense ratios taken into account had been always on a 
conservative basis, the margin for this purpose being, according to 
the representations made by life insurers, of the order of about 20 
per cent. No adjustment has been made on this account in the 
amount of compensation payable. 

We would also recommend that compensation should be made 
payable within a reasonable time, say by 31st December, 1956, and 
that the amount of compensation should bear interest at 3~ per cent 
from 19th January, 1956, the date of acquisition of the business, till 
the date of payment. 

We feel that viewing the matter from all points of view, there is 
no reason whatsoever to undercompensate shareholders of the great 
majority of insurance companies, a large proportion of whom belong 
to the middle class. After all, the total amount of compensation in
volved is not large, and payment on a fair basis would not cause the 
slightest embarrassment to governmental finances. Moreover, the 
compensation monies will ultimately come from the insurance 
funds, and not from public funds. We, , therefore, strongly recom
mend the payment of fair compensation on the basis suggested 
above. 

NEW DELHI; 

The 30th April, 1956. 

TULSIDAS KILACHAND 
G. D. SOMANI 
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IV 

Scope of clause 15 is very wide. In the original Bill the Cor
poration is empowered to apply for relief. Select Committee autho
rises in addition 'any other person interested'. I do not agree . to 
this addition. This will giye a handle to designing persons to black
mail, intimidate, or harass people by going straight to the Tribunal. 
In any bonafide case, any person may furnish-materials to tlie Cor
poration and get the remedy if any. 

.. UPENDRANATH BARMAN 
NEW DELHI; 

The 30th Apri!, 1956. 

v 
I have gone through the Report of the Select @ommittee. There 

are ·some points on which I do not agree with the Report. 

The first is the provision contained in Clause 12 (c). This provi
sion will work hardship for those employees who unwittingly fall 
within the category described therein. Once the principle of con
tinuing the service of existing employees of Insurance is accepted, 
the distinction between the employee of the lnsurer and that of its 
Chief Agent must go. I would have gone a little further and 
suggested that even the Chief Agent should be continued as. an em
ployee if he chooses to do so and exercises such option within a 
particular specified period. I could not make a concrete suggestion 
in this respect because the terms and conditions of employment of 
the Chief Agent differed with different insurers and the ability of 

· each also differed materially between one and the otherc In this con
nection, I would also mention that the provision contained in 
clause 36, with special reference to the Chief Agent, is not just. 

I very strongly object to the provision contained in clauSe 15 
which provides for reopening cases as old as five years and over
reaching the principle underlying such provisions, namely, that of 
declaring fradulent transfers void. The Presidency Insolvency Act 
and the Provincial Insolvency Act provide for such going back to 
two years and the provision of the Limitation Act also limits the 
action to two years within such act of malfeasance and misfeasance. 
Serious complications are likely to arise by making this provision of 
extending this period to five years and, when the right of such 
determination is left in the hands of the Tribunal, and exclusively 
so, justice and prudence demand that the period of two years shall 

not be exceeded. 
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I strongly· object to the provision of a penalty of one· year's im· 
prisonment provided in clause 40. What was needed was a coercive 
provision and not the provision of a deterrent punishment after all, 
the offence consists only in withholding or failing to deliver and, 
with no· restriction of any time limit, it boils down to the position of 
a recalcibant attitude on the part of an employee of an Insurer 
which may look wi]ful but may not be so. The provision ought to 
have been split into two. The retention . of property unlawfully 
could have been dealt with separately and the withholding of any 
book, doct'unent or other paper separately. In the former case, the 
punishment <Of six months may appear just, but in the latter case, a 
mere fine would have been enough. 

With these comments, I approve of the Report. 

U. M. TRIVEDI 
NEW DELHI; 

The 30th April, 1956. 

VI 

We are in complete ;greement with the general principles of the 
Bill as it has emers-ed from the S~ect Committee. When the coun
try is being obliged to seek foreign aid and resort to deficit financ
ing for the purposes. of economic development, we can·hardly afford 
to leave the control of so huge a fund as the life insurance funds to 
private "individuals to use them without any regard to national needs. 
Even apart from national needs, however, the ·way the insurance 
business is being conducted, and in particular the extent to which 
malpractices have been growing ni. and corrupting the business, is in 

_itself a complete justification for nationalisation. It is greatly to be 
regretted that nationalisation has been confined to .life insurance 
alone and that general insurance has been left untouched. All the 
arguments for nationalisation of"life insurance apply with the same 
force to general insur.ance. As a matter of fact, malpractices like 
rebating are more rampant in general insurance concerns than in 
life insurance concerns. We are of the opinion that the general busi
ness at least of all composite insurers should have been taken ove:r 
by the Corporation as otherwise most of the- composite insurers 
will be unable to 'function after being deprived of their life· business 
and will be compelled to retrench the staff engaged in_their general 
insurance business. Besides, the taking over of the general busi
ness of the composite insurers would have obviated many compli
cations in respect of the separation of their paid-up capital, the 
allocation of employees as between their life and general business 
and other matters. 

· 2. Although we are in compiete agreement · with the general 
principl~s of the Bill, still we are constrained to write· this minute 
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of dissent because we have differences, and in some cases, the stron
gest differences, with some of the provisions contained in the Bill. 
The major differences relate to the grant of compensation to insu
rers, the payment of compensation to employees on termination of 
service, provisions empowering reduction of amounts of insurance 
under contracts of life insurance, the representation of employees' 
interests in the Corporations, the provision regarding audit and 
investment of the Corporation's funds. 

Compensation 

3. In the case of insurance companies which have a .share capital 
on which dividend is payable and which have allocated the whole or 
any part of the surplus disclosed in the last actuarial investigation 
for payment of bonus to policyholders, a · method of calculating 
compensation has been laid down in Part 'A' of the First Schedule 
which proceeds on the principle that the shareholders of such com
panies must be guaranteed in perpetuity an amount of income which 
will bear some approximation to the amount that they could reason
ably expect to earn as divided in future. . 

4. We feel it our duty to express our strongest disapproval of this 
principle. We must make it clear that we are not, as is commonly 
supposed, for expropriation of those whose undertakings are to be 
nationalised in this country. On the other hand, we are for paying 
a fair compensation to every one .affected by nationalisation. What 
is fair compensation cannot, however, be determined from the point of 
view of the receiver alone and must have some relation to what is 
paid to the other classes in society in similar circumstances. Under 
the Workmen's Compensation Act, all that the worker would be enti
tled to in the case of perman·ent total disablement by injuries received 
in the course ·of his employment is about 3! times his annual earn
ings at the level of wages which is usually prevalent now. If a 
worker or a clerk is retrenched, all he can claim under the Indus
trial Disputes Act is one month's notice pay and half a month's pay 
for every year of service rendered. A person who has been retren
ched after twenty years of service can, therefore, claim only 11 months 
earnings under the law. Under clause 11 (2) of this very Bill, if 
an employee's services are terminated, he is entitied to only three 
months pay, unless the company from which he was taken over had 
provided for any gratuity or provident fund. Under these circums
tances, it appears to be preposterous to claim or to be allowed 
twenty times the earnings referred to above. . 

. 5. Eve~ apart. from considerations of social justice, from the 
pou_1t of Vlew of mvestors in insurance companies themselves, the 
bas1s does not seem to be fair. Investors in life insurance companies 
take much less risk with their money and get much greater return 
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than investors in other kinds of undertakings. From the point of 
view of returns, there is no business less exposed to risk and more 
able to earn than life insurance business. With reasonable efficiency 
in management-and that is what every investor would make sure 
before investing in any concern-a life insurance concern can nevt>•• 
come to grief. On the other hand, the amount of funds a life in
surance concern controls and the return that it earns from such 
control is out of all proportion to the capital invested in the concern. 
Surely, the community cannot be expected to guarantee to a small 
section of it such a disproportionate earning for eternity. 

6. Besides, the life insuraJ}ce concerns cannot appropriate tc 
themselves all the credit for the growth in the volume of business 
which has occurred recently. The increase in the earnings of some 
sections of the population due to increased public expenditure ana 
the income-tax reliefs granted for some time past in respect of 
premiums have contributed to no small extent to the growth in 
the volume of business. 

7. We are emphatically of the opinion that the criterion in deter
mining the fairness or otherwise of a compensation is, on the one hand, 
whether it is so excessive that it is disproportionate to what other 
classes in society can expect under similar circumstances, and, on 
the other hand, whether it is so meagre as not to afford a reason
able chance of rehabilitating himself to any person who" may have 
been wholly or mainly dependent on the income received from his 
investment for his livelihood. According to this criterion, we feel 
that 10 years' earnings, instead of twenty years', is more than 
generous and actually tends to be unconscionably high. However, 
we would be prepared even to go up to ten times the last dividend 
paid but anything beyond that would be an outrage on the consci
ence of society. 

Compensation to employees 

8. In striking and unjust contr~t to the provisions of Part 'A' of 
the First Schedule relating to compensation to insurance companies 

· is the provision of clause 11 (2) which relates to compensation pay
able to employees whose services are to be terminated by the Corpora
tion if the scheme of rationalisation of pay scales is not acceptable to 
the employee. The compensation provided in this case is only. 3 
months pay. Unless the company under which he was employed 
had provided for gratuity or provident fund, he would not be entill· 
ed to any other benefit except 3 months pay. Particularly, in the 
case of clerks and members of the subordinate staff, so meagre a 
compensation would cause great hardship. We are, therefore, 
strongly of the opinion that in the case of clerks and the members 
of the subordinate staff, the compensation payable on termination 
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should be. 6 months pay or Oni! month's pay for every year of service . 
or part thereof exceeding 6 months, whichever is more, or, if the . 
employee concerned is entitled to any gratuity, provident fund or 
other retirement benefit, the aggregate of such benefits plus three 
months pay or the amount payable under the formula mentioned 
above whichever is greater. 

Reduction of Po !icy Values 

9. We cann.ot ·too strongly. express our disagreement with and 
opposition to clause 14 empowering the Corporation to reduce the 
amount assured to policyholders in respect of policies issued by 
insurers. who may be found to be insolvent. In many. cases, the 
alleged msolvency may be partly or wholly due to under-valuation 
of assets and over-valuation of liabilities. It is not rare that autho
rities in control of insurers underValue assets m order to make illicit 
profits by buying the assets from the insurers at a nominal value or · 
in any event at much less than the proper value. Over-valuation of 
liabilities has also been not infrequent. 

10. But apart altogether from the considerations mentioned in the . 
previous paragraph, the provisions in clause .14 is disastrous. The 
psychological reaction and the apprehensions that will be caused bv 
lhe very existence of t~is c~ause. in the Bill will be a most "inauspi
cious start for the natlOnahsed msurance business. Provisions like 
this give rise to much greater alarm, panic and loss of confidence 
than is actually warranted by them. It may be contended that the 
State cannot be !!Xpected to guarantee to imprudent policyholders 
the amount payable on policies which they took out from badly 
managed ·companies without circumspection. We shall show· in the 
succeeding paragraph that the fault is not the policyholders. But. 
even if it were so, the matter should never be looked at from a 
doctrinaire point of view. In view of the very. small amount involved 
in honouring liabilities on such policies, in view of the psychological 
reaction which the refusal·to honour such liabilities would cause. and 
in view of the responsibility of the State itself as shown in the 
succeeding paragraph, an exception must. be made in this case .. 

11. Lastly, it is entirely wrong to blame the policyholders and. 
still more so to make them suffer for the mismanagement and mal" . 
practices in the companies. with w.hich they a~e insured. They have 
been all along paying therr premiUms according to their contract 
and they relied, and were fully entitled to rely, on the· vigilance 
that the Government was supposed to be keeping over the affairs. 
of all insurers• The insurers operated under a license from the Gov
ernment; . Elaborate · safeguards were provided by the insurance 
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Act, an!l, above all,. the Government' through the Controller of In
surance was·vested with extensive supervisory and controlling 
powers. If with all this the government failed to prevent mis
management, it would be a travesty of justice to blame the policy
holders for improvidence or imprudence and to rob them of their 
dues after they had fully paid their premiums. It is, therefore, our 

. emphatic opitfton that clause 14 should be deleted. 

Representation of employees' interests on the Corporation 

12. The All India Insurance Employees Association, which can 
easily· claim to be the sole spokesman of insurance employees 
throughout the country, had claimed representation of employees 
on the Corporation, on its Executive Committee and on the zonal 
advisory Boards upto not less than one fifth of their strength. The 
Association had also ciaimed at least equal representation for em
ployees on the board of trustees of any provident fund, superannua-. 

. tion fund or other like funds established for the benefit. of em
ployees. These claims are. by no means too high· and· it is a matter 
of deep regret that these claims were not provided for in the Bill. 

. . 

Audit 

..1-3. ln a. Corporation of this kind, where 15. persons will have 
control of enormous funds, strict audit. is absolutely essential. It 
has been found from the experience of bodies like the Industrial 
Finance Corporation that when its members by reasoh of transgres-
sion .of rules .- and of · their duty cause wastage of 
tho;! -~ancial . resources of the corporation, the · attempt 
of government is to shield them rather than to 
correct . them.• Under. these circumstances, audit by an 
auditor appointed by the Corporation lilnd approved by the Central 
Government is not only likely to be not too strict and exacting on 
occasions when, strictness is most needed but runs the risk of being 
tractable· and evincing a . te1;1dency . for. covering up 
or. glossing .over. ·irregularities. . Qn the other . hand, 

_ the ·audit by the Comptroller and Auditor-General has in the 
.past been instrumental. in. uncovering mapy irregul~ritie~ in many. 
government and quasi-government organisations" and by its strict
ness and independence, it has inspired public confidence. It ·is 
.essential that such an .exacting audit should ·be provided for a Cor

. poration of this kind which .will in course of time come to handle 
.thousands of. crores or public money. We are. iherefore, st~ongly of 
the· . opinion that . clause 25. should be amepd~d. · so as to 
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provide for audit by the ·Comptroller and Auditor-General or by 
some other person designated l;>y him. Such audit is provided for 
in the case of the Indian Airlii).es Corporation and the Air India 
International by the Air Corporation Act. There is no reason,why 

· ait exception should be m~de in the ·case of the Life Insurance Cor
poration. On the other hand, due to its control over infinitely 
larger funds, and due to the fact that such funds ~ld come from 
-millions of policy-holders and would have to be properly admi
nistered in their interest, the case for such audit· in respect of the 
Life Insurance Corporation is much stronger. 

Investment of Funds 

14. If we are serious about planning and particularly about 
rapid industrialisation of our country, we have to find considerable 
financial resources. In an under-developed country like ours the 
capacity of the people to bear tax burdens for financing economic 
plans is bound to be limited. We cannot" rely too much on foreign 
aid, and in any event, the amount of foreign aid that might be 
forthcoming during any particular period must remain unpredict
able and cannot be taken into account without the danger of our 
calcuktions being upset and the plan being thereby dislocated. 
Under these circumstances, we have been compelled to resort · to 
deficit financing. Deficit financing, however, has grave limitations 
and already an inflationary pressure seems to be making itself felt 
and prices seem to be going up. In this predicament the enormous 
funds at the- disposal of the Life Insurance Corporation, if properly 
channelized for the purpose of national development, W(luld be an 

· invaluable asset for the purpose of economic planning. We are, 
therefore, of the view that all the investable fund of the Corpora
tion should be invested in Government securities jn so far as they 
are not invested in loans granted to policy-holders and the Govern
ment should guarantee an interest of 3! to 4% on such investments. 
This would put the entire funds of the Corporation at the disposai 
of the country to be used for our economic development. In this 
eonn.ection, we feel constrained to express our complete disap- · 
proval of the promise given by Government that the same propor
tion. of life insurance funds will continue to be ·invested in the 
ori-vate. sector as was being invested hitherto. We are far from 
being opposed to the Corporation funds being invested in the p~ivate 
sector. But the private sector should certainly not be allowed to claim 
any proportion of the funds invested merely on the ground of its 
being the private sector. The investable funds must be distributed 
in different undertakings, whether in the public or private sector, in 
accordance with the relative priorities enjoyed by those undertakings 

. in the interest of national development. To adopt another course, 
would impose a serious fetter on the proper investment of the funds 
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of the Corporation and would deprive the country of substl!Iltial 
resources which we should legitimately expect to be used for our 
national de;velopment. 

Some other important points of disagreement 

15. Rights and Privileges of employees and field stafj . .,-We have 
already indicated· our disagreement with the provision~ .made in the 
Bill for payinent of compensation to employees on termination of 
service and our deep regret at the failure to concede the claims of 
the All India Insurance Employees Association for. representation 
of employees on different bodies. We give below some other impor
tant points in which we differ from the provisions of the Bill relat
Ing to rights and privileges of employees and field staff and . also 
indicate some important provisions which should have been made in 
the Bill in relation to the same matter. 

(i) In respect of employees absorbed by the Corporation we 
desire that sub-clause (i) of clause ll.should be amended so as to · 
specifically guarantee not only their pension and gratuity but also 

· their ·provident fund, valuation or other bonuses and all other 
monetary benefits present and future. which they were entitled to 
on the day of their absorption. We would also· desire that out nf the 
five ·percent of the surplus left in the hands of the Corporation under • 
clause 28, a portion, preferably one half, should be utilized for ·p3y
ment of bonus to the clerical and sub-ordinate staff of the Corpora
tion. 

(ii) The provision of clause 23 (2), that every employee of the 
Corporation shall be liable to 'Serve anywhere in· India will cause 
~treat. apprehension among the clerical and subordinate staff and the 
field staff. This clause should be amended to provide that employe~s 
belonging "to the clerical and subordinate staff are nrit to be ordinari
ly transferred outside their zone. except with their consent. or on 
payment of adequate compensatory allowance. It should also be 
provided that a member of the field staff will not be 
ordina~ily transferred anywhere without his consent. 

(iii) The provision in clause 11 (2) empowering the Corporation 
to reduce remuneration for the purpose of rationalising the pay 
•cales should not apply to the clerical and subordinate staff as there 
is no justification for the reduction of their remunerations. · 

(iv) We feel that all disputes between the employees and the Cor
poration and in particular all disputes relating to the rights of 
employees of existing insurance companies to be absorbed by the 
Corporation, .should. be adjudicated upon, if necessary, by a tribunal 
appointed under claus<;! 17. .Clause 11. should, therefore. be sujtably 
amended so as to ·make such a provision.·· ·· · · 
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(v) We welcome the provision of clause 12 for absorption of the 
staff of chief agents but we are of the opinion that it would be just 
aad fair to extend this .Privilege also to the staff of private actuaries 
who would otherwise go out of employment. 

16. Certain disqualifications of the members and officers of the 
Corporation.- (i) It is absolutely essential that persons who . are 
known to· have been opposed to nationalisation of life insurance 
should. not. be .appointed to be member or responsible officers of the 
Corporation. Their conviction about the undesirability of nationalis
ing life irisurance business cannot but make them psychologically 
unfit for conducting the affairs of the Corporation and may in some 
cases. even expose the Corporation to the risk ef deliberate sabotage. 
Further, any person who has to the knowledge of the Central _Gov; 
ernment misappropriated or misapplied insurance funds or mis
managed any insurance company, should -be specifically disqualifted 
from being a ·member or an officer of the Corporation. (ii) We are 
also of the· opinion that :z;on~ managers should in no case be members 
of the· Corporation as that might etnbarass the . other members in 
being sufficiently strict in exercising their control over such a zonal 
manager. · · 

-17. App1iC~tic!n of ~he l~rance Act.-: We are ·also. of the opinion 
~at sub-section <!> of section 40A, relatmg to commission to agents 

-·and ·secfiori 44 •should apply to the Corporation without any modifica-
tion.· '· · · " -- ..... ·., ....... 

18. Parliamentary cont:ol in r~spect of regulations made by the 
Corporation:-The regulatiOns which the corporation is empowered 
to make. under clause 49 may relate to important- matters affecting 
millions of policy-hold~ such ~ the forms of policies; grouping of 
policies for payment of differential bonuses and so on. It is desirable 
·that when provisions· are made regarding such important. matters 
affecting the interests -of a large section of the people, Parliament 
should have· some control and should be able to -amend, alter or · 

. annul .them. Therefore elause 40 should be suitably amended to 
make such provision .. 

19. _Extension of insurance prote~tion to low-income groups and 
to rural areas.-We feel that the Bill should. have contained direc
tive to the Corporation so as to conduct its business and to. take life · 
insurance to the rural areas and ·to low-income groups. We are, 
therefore;- of the opinion that clause 6 (1) sho~ld be suitably 
amended to incorporate such a directive. · 

Some suggestions aboitt the functioning of the corporation and its 
· · · subordinate offices. 

20: What is the best way of dividing up the functions connected 
with the working of the C:orporation must naturally be ascertained 
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from the actual experience of the working of the. Corporation .. But 
- even so, some suggestions may be made regarding the immediate 

set-up, __ As immense number of policies. will have to be taken over 
and serviced by the Corporation, al). over-centralised organisation 
is und...<>sirable. The difficulty is enhanced by the fact that not only 
have different companies different premium rates and different terms' 
and conditions for policies issued by ~hem but the same· company 
has different terms and conditions and some times different premium 
rates for policies issued at different times. Therefore, to facilitate 
quick and efficient service to all policy-holders,· the · following 
minimum measures are necessary:-
. (i) the funct-ions usually performed by the head offices of, the 

existing insurers must be entrusted not. to the zonal offices but. to 
the divisionBI offices.. · · · · 

(ii) Each divisional office must be organised jn. such. a mal).!lei; 
that a unit is created withthe busines3 handed over to the·Corpora
tion.by each existing .insurance company which has a business of 
10 crores or -above· and each such unit should be manned by· __ the 
present staff of the insurance company whose business it is entrust
ed ·to deal with~ ~Where. the business in force of any company is less 
than 10 crores, such ~;ompany ·should be grouped with other similar 
companies so. that the aggregate -of their business is 10 crores. or 
near about 10 crores, and the business of ·such a group should be 
dealt with by a unit in the divisional office which is manned by the 
staff. of _the .companies grouped together. 

(iii) The functions . of the zonal offices should be confined to 
supervision over its subordinate offices and the zonal office should 
also be .entrusted with the work of propaganda and publicity . 

. (iv) The central pffice of the Corporation should. be concerned 
with the formulation of general policy, audit, valuation,. prepara; 
tion of the report of its activities_ and other m;ttters of general 
interest and should also be in charge of investing funds if the invest~ 
ment of funds is left to the Corporation. - · 

In this connection, the valuable suggestions offered , in. their 
memorandum: by the All India Insurance Employees Association 
should be given very careful consideration. 

The desirability of competition . . ' 
21. In the course· of the debates on the motion for reference of 

this Bill to this committee as well as on the Life Ins.uran.ee. (Emer
gency Provisions} Bill, . a str:ong plea about the desU:ability.. oLpro. 
yiding· some form of competition in life . insural).ce businesa .WaS 
raised ·by ceFtain members of Parliament. It waS: stressed. · that 
competition would secure efficiency arid would 'therefore ba. bene. 
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ficial- to policy-holders. It was therefore suggested that either the 
private sector should be allowed to continue to operate along with 
the public· sector or a number of corporations should be fonned to 
compete with one another. We are entirely opposed to any com
petition ahd fully agree with the proviSions of clause 30 giving the 
corporation the monopoly of the life insurance business. 

22. Even assuming that competition has secured efficiency in the 
private sector, the same cannot be expected in the case of competi- . 
tion between a number of statutory corporations. Such corporations 
will have no particular interest to show better results than other 
similar corporations because the profits resulting therefrom will not 
be distributable among their members. Whatever ·other incentives 
there may be such as appreciation by the public and by the govern
ment can be produced in a corporation with a monopoly by suitable 
awards to efficient field staff, by bonuses to employees and by other 
means. On the other hand, a multiplicity of corporations will be 
responsible for temendous wastage by multiplying expenditure 
at all levels. 
· 23. Besides, the argument that competition secures 'efficiency is 
not borne out by our experience in this country. · Competition has 
in the past led to the evils of rebating and uneconomic rate cutting 
and by driving insurance companies anyhow to increase the volume 
of new business has been responsible for the unbelievably high lapse 
ratio in this country. It is therefore clear that there is no case 
either for allowing the private sector to operate side by side with 
the public sector or for creating a multiplicity of statutory Corpora
tions. 

24. There are also a !lumber of minor amendments which should 
be made in the Bill but we refrain from enumerating the same for 
the sake of brevity. · 

25. We recommend that the Bill be passed with amendments 
made in the light of this minute of 'dissent and with some minor 
amendments. 

NEW DELHI; 
SADHAN GUPTA 

The 30th April, 1956 .. 
K. ANANDA NAMBIAR 

• VII 

We regret th~ neeessity to append a Note of Dissent to the Life 
Insurance Corporation Bill, 1956 as amended by the Select Com
mittee ··clause 14 ·of the amended Bill provides for reduction of 
'amo~ts of insurance under contracts of lif!! insurance entered into 
b1 an insure~ before the 19th day of January, 1956 in such manner and 
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J!Ubject to such cOnditions as the Corporation ,thfnks_fit.' The. pro
viso stipulates that no reduction shall _be rnade. ·~cept in ac~rdanc:e 
witn--a schem_e prepared by the Corporation in this \lehaH and 
approved by the Central Government.' The raison. d'etre of, .thi$ 
!llaus~ is stated -to' be protection of the interests .of l;he ' ~rporati.o_n 
in regard to such insurance companie~~.whose_tinljlllces a:t theJilne of 
the taking·· over were· not satisfactory. ~ main_ objec:Uon is to the 
procedure provided for reducing the contracted amount of _life. in~ 
surance, as it will entail delay. There ·are many insured ·perSOIIS 
whose policy may have matured or may fall due owing to . death, 
during the period preceding the 19th day of January and afterwards. 
~he preparation of the scheme is likely io take time and .it· will- be 
Vecy:·h~d-on;wiif9WS" and sons or daughters of the insured to· .fi'ld 
that they must wait for many months more before they can get any 
payment in respect bf their insurance policies. . In ordinary bU$-Ine)!s, 
where two or more companies are amalgamated or merged into.~ a 
bigger one, an assurance to all creditors is invliriably given to. -the 
effect ·that at least a portion of the ·liability, be it 4 annas Qr. 8, annas 
in the rupee or even more shall be met folibwith and the balance 
shall b~ paid. after the_ asse~ and liabilities ~ave been finally assess,. 
ed. But in this case the liability of the merged insurers in .regm:d 

·to the insured persons will not hi honoured forthwith even in part 
on the coming into being of the Corporation: and policy"holders will 
have to ·wait for a period which, according to our ca~culation, may 
be, twp :year$ or ·more. We know pf cases where death .of the in
sured occurred 5 o\" 6 or 8 months before the coming into ~eing of 
the Corporation and the insurers m their case had not honoured 
their "liability till 19th Janl.l8Xy 1956. Now the Widow or the sons 

• and daughters of the deceased ~ill have to wait probably_for_another 
year or· a year and a half befol!'e the scheme is ready in regard to 
payments. We. regret very much that provision for· honouring at 
least One-fourth of the liability forthwith 'in regard to .such _life .in
surance, pending preparation of the scheme, has not _been made in 
the Bill as amended by the· Select Committee. · Consideratio~ . !)f 
humanity as well as the good name 'of the new Corporation require 
that the suggestion for an initial part-payment be accepted. · · 

. The new clause 25 which corresponds to clause 22 of the- original 
Bill provides for the appointment of auditors by the Corporation 
with -the previous approval of the Central Government. · We _hold 
that ~herever government. moneys _are invested, the right of the 
Comptroller and the Auditor General io audit the -aecounts. of 'such 
concerns cannot be taken· away by -any provision in--anY,: law -wliat:-: 
Soever. · The Auditor General under the Constitution bas a right to 
go into the accounts of any body ~r organisation which.-is financed 
from the Consolidated Fund. But the scheme of audit as envisaged 
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in the amended Bill provides for the· report of Corporation's own 
auditors to be placed before the Houses of Parliament and this pro
viSion seenis to us to be designed to serve as an audit report paral
lel to that of the Auditor General. Whereas there is nothing wrong 
.in the Corporation having its own Auditors, any attempt at encroach
ment on the rights of the Auditor General directly or indirectly 
in regard to moneys drawn from the Consolidated Fund, involves 
not only constitutional ,impropriety but also setting up of· a· conven
tion which is not desirable from the point of view of parliamentary 
control. Moreover, the auditor of the Corporation cannot question 
any transactions if they h~ve got the approval of the Corporation or 

.of the Government, on grounds of policy or financial impropriety. 
It is improper to vest the authority of appointment of auditors in the 
very organisation. whose accounts are to be audited. For effective 
parliamentary control -it is desirable that the advice of the Comp
troller and Auditor General on even policy matters of the Cotpora
tion should be available to· the sovereign Legislature of the country. 
Moreover, the Auditor General, is already auditing postal life in-· 
surance and in the circumstances any attempt to by-pass his autho
rity in the matter of this Cor-Poration's transactions does not appear 
to be consistent. · 

. 
Our third objection is in regard to sub-clauses (a) &(b) of para

graph 3 of Part B o'f the First Schedule, (page 26). In any scheme 
of compensation to accept market value as the only criterion will be 
setting up an undesirable precedent. As this bilf is one of first few 
measures of nationalisation of business, it is important that right 
conventions should be established from the very beginning. There 
was no meaning in amending Article 31 of the Constitution if it was 
intended to pay compensation according to market value only when 
a concern is tai<en over by the State. The deletiori of the words "or 
the ·purchase price" from sub-clause (b) of paragraph 3 is in our 
opinion, giving undue importance to market value in the matter of 
granting compensation for properties taken over by the State. We 
feel that when the Corporation is going to disown or reduce its liabi
lity in regard to the policy-holders under clause 14 of the amended 
Bill, it would be unfair to provide for appreciated evaluation of the 
assets of an insurer according to market value. The Corporation's 
primary duty is towards policy-holders. That these persons sho.uld 
get a worse treatment than the very limited number of shareholders, 
is in our opinion, inconsistent with the spirit of this measure. We 
a;(), therefore, of the· view that the words "or purchase price" and 
"whichever is less" in the original sub-clause (b) of Paragraph 3 
should be retained and these words should also be ·added to sub· 
clause (a) of Paragraph 3. 
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· We would also like it to be made clear in the Bill itself that 
service and work Under the Corporation will amount to .adisability 
disqualifying from membership of Parliament. __ 

NEW DELHI; 
The. 30th April, 1956. 

VIII 

FEROZE GANDHI, 
T •. N. SINGH 

The taking over of the Life Insurance business which had been 
in the hands of private. enterprise was a historic act of the Govern
ment of India as it gave for the first time a shake in the mind . of 
a section of the community which believed· in private enterprise . 
and which held an influential position in the economic pattern fol
lowed by the Government of India. . While welcoming this act of 
the Government, I. have ·to make certain observations as the taking 
over of the life insurance is proclaimed as part of the larger economic 
policy of the Government of India. . -

I am one of those who did not fully agree with the economic 
policy of the Government of India as it has left a lot of uncertainty 
about the future set-up though it claims that the socialistic pattern 
is the line along which the economic policy is basically moulded. 
Neither in the Second Five Year Plan nor even in the First, there 
'was any ~finiteness' about this, and this indetinite attitude is 
cleverly interpreted as a fluid economic approach or democratic 
way of socialistic economic moulding. To an economist or to a 
clear thinki,ng citizen, this position of confusion leads to· decide 
that there is an inherent conflict in the economic policy of the 
Government of India. The same vagueness was apparently seen 
in the. pronouncement made by the Government at the time the 
Life Insurance was taken up. 

· Nationalisation of. the economic means of a country is inevikble 
·in ·the socialistic economy but the same can be done by a State which 
has not strictly followed the doctrinaive approach to socialism. To 
make it more clear, a Government which is in power can take in its 
control many economic enterprises, even if it is not following the 
socialistic pattern. The Indian Government's claim to adopt socialism 
is based on the Fabian socialists of Great· Britain or 1 of Western 
. Europe and it has not taken in itself the correct' idea of Marx or 
Engels. In .Britain or in Western Europe, where there is a highly 
developed economy built on modern methods of industrialisation, it 
may be good or it might have even done greater good too to the peo
ple. But, in India ·with a backward economy and a backward indus
trial standard this pattern of western socialism is not only a misfit 
but will spell danger too . 

. My own feeling is that the economic policy based on the present 
activities of the Government is only helping the Government to 



xxxiv 

concentl·ate its power more and more over the economic. forces of 
the country with result that i11stead of becoming a· 'director' of the 
economy of the country, it will have to assume the -tole of a 'dictator• 
This is the danger which I visualise in the economic policy of the 
Government of . India. A socialistic economic measure or policy 
will have to take its beginning not from the top· but· from the 
bottom, and this alone will pave the way for Democratic Socialism 
in the country. In this to reject Marx or Engels is a negation of 
socialism and it is needless to say that the Government of India 
)las never accepted. either Marx or Engels in their approach to the 
socialistic social order. . . . . • . . . . . . 

The nationalisation of life insurance is strictly speaking an act 
of state ownership and it has no intrinsic valtie as far as socialism 
is concerned. But there is an indirect •effect of the state ownership 
brought by the Government on the life insurance. It has weakened 
to a great extent the dream of the private sector to build up its 
own 'Empire' within the State. It has resulted in demoralising 
their mental attitude both towards the Government as well as to 
its economic policy. 

The Bill after prolonged discussion in the Select Committee has 
.ii.n.dergone considerable changes both in its form and in its content. 

. The ~st thing, fo be mentioned here is the compensation. I am 
one who feels that compensation in a just form should be given to 
the insurers. It is very bad to condemn those who built an industry 
and then takle over the same for the use of the Government itself. 
I, therefore, give full credit to the people who have built up a 
mighty industry covering perhaps a greater part of the economic life 
of the _country. When I extend my praise to the insurers, I 
include all those who have had a share in the building up of the 
industry. 
· · Life in;urance was till yest~rday an Industry, but it will not 

be so after it is taken over by the Government. Its role tomorrow 
is to build up· social security based on State's responsibility in 
rendering social security to those who deserve it in all stages of 
life. Therefore the spirit of competition will be replaced by the 
spirit of social welfare and I am sure that the life insurance would 
emerge as one of the biggest Social Welfare Schemes ·in' the 
country. 

Compensation is paid to the Insurer, the Chief Agents ancl the 
Special Agents who had any role in building up_ the industry; I 
am sure that there will be no complaint from any sector as far as 
compensation is concerned. . 

The workers of Life Insurance were having a. painful feeling 
about their future whe!l Insurance·wal!taken !)Yerby the Govern
ment. . But it is my view that not a, single worker in tJ:Ie·insur'~nce 
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·taken over by the Government should suffer either retrenchment llr 
·removal for any normal cause whatsoever. On the other hand,. 
a Board must be set up to revise the pay scales of the lower paid staff 
who had done yeoman service in the insurance field. Their pay 
should be given to the policy-holders, the field workers as well 
should be definitely increased. In fact, those who are paid up to 
Rs. 800/- may be given better salary, and an All India Service Cadre 
of Insurance Employees .should be created on the basis of the work 
each category was. doing in the past. We will have to get more 
workers in the insurance field as the functions of the Corporation 
will increase in a considerable measure. 

The insurance organisation should have to evolve a new pattern 
of ow:p.ership or management. It is my view that representation 
should be given to the policy holders, the field workers as well 
as 'to the Government on the Insurance Corporation; In fact, 
Government control should be limited to a great extent and tlie 
Corporation should be given the largest measure of democratic 
functioning . 

. So far as the auditing of the Corporation is concerned, it must 
be. done by the Auditor General of India and the report should be 
presented before the Parliament for approval. 

With regard to foreign inSurance, it should be handed over to the 
same composite insurance companies doing there general business 
at present. In no case, a cartal should be created in the line of 
foreign insurance left over. 

Insur'lll~e has got a great scope in India and life ~urance will. 
have more changes of development. The amount locked out of 
Insurance should be made use of for social welfare measures by 
the Government taking ovet. after pay1ng due intere§t to the Cor· 
poration. 

I feel that the venture is a great •>ne and I hope it would be- a 
great success. 

R. VELAYUDHAN 
NEW DELHI; 

The 30th April, 1956. 



Bill No. 9-A of I!JS~ 

THE LIFE INSURANCE CORPORATION .BILL, 1956 

(As; AMENDED BY THE SELEC~- CoMMXTi'EE)-

( Words side-lined or underlined indicate the amendments ·suggested 
by the• Committee; asterisks indicate omissions.) 

A 

BILL 

to provide for the· nationalisation of life insurance business in India 
btl tmn.~ferring all such business to a Corporation established 
for the purpose and to provide for the regulation and control 
of the business of the Corporation and }or matters connectetL 
therewith or incidental thereto. 

BE it enacted by Parlia-ment in the Seventh Year of the Republic 
of India as follows:-

CHAPTER I 

PRELIMINARY 

S 1. f1) This Act may be 'c!llled the Life 
Act, 1956. . . 

Insurance Corporation Short tit! e . 

10 

IS 

. and aun ... 
meaement. 

(2) It shall come into force on such date as the 
Government may, by notificatibn in the Official 

Central· · 

appoint. , . 
Gazette, 

z. In this Act, unles~ the con text otherwise require~.~ -
. .. . Definitions 

(1) "appointed day" means the date. on "which the Corpora- • 
tion is established under section 3; · 

(2) "composite insureP" means an. insurer -carrying on in 
addition to controlled business any. other kind of insurance 
business; 



(3) "controlled business" means-

(i) in the case of any insurer specified in sub-clause 
(a) (ii) or sub-clause (b) of clause (9). of section 2 of the 
Insurance Act and carrying on life insurance business-

(a) all his business, if he carries on no other class 5 
of irisurance business; · 

(b) all the business appertaining to his life insur
ance business~ if he carries on any other class of insur
ance business also; 

(c) all his business, if. his certificate of registration 10 
under the Insurance Act in respect of general iitsurance 
business stands. wholly cancelled for a period of more 

. than six months on. the 19th day of January, 19~6; 

( ii) in the mise of any other insurer specified in clause 
(9) of section 2_ of the Insurance Act _and carrying on life 15 
insurance business- · · 

(a) all his busiitess in India, if he carries on no 
other class of insurance business in India; • . · 

(b) all the business appertaining to -his life insur
ance business in India, if he carries on any other class 
of insurance business. also in India; 20-

( c) all his business in India, if his certificate of · 
registration unde~ the :nsurat_~ce Act. iq respect of gene
ral insurance busmess m lnd1a stands wholly cancelled 
for a period of more than six months on the 19th day of 

25 January, 1956; . 

Explanation.-An insurer ill. sai~ to carry on no class of 
insurance business other tha~ life msuran.ce business, if, in · 

dd'tion to life insurance busmess he carr1es on only capital 
a 1 

· 't t · b · h d ption business or annm Y cer am usmess or bot ; 30 
re de7h expression "business appertaining to his life insu-
an be m· ess" in sub-clauses (i) and (ii) shall be construed ranee us 
accordingly; • 

("') in the case .of a provident society, as defined in 
sectio:' G5 of the Insurance Act, ·all its business; . .. . . 35 

(iv) in ihe case of t!te Central. Government or a State 

G rnment all life insurance busmess carried on by it 
obv_eect to the exceptions specified in section 44;·;, ':; •: 

SUJ . ' -



4 of 1938.-

s 
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( 4) "Corporation" means the Life Insuran~:e Corporation ol 
India established under section 3; 

( 5) - "Ipsurance Act" means the Insurance Act, 1938; . 

( 6) "insurer" means an insurer as· defined in the Insurance 
Act who carries on life insurance business in India and includes 
the Government and a provident society as defined in section 65 
of the Insurance Act; · 

(7) "member" means a member- of the Corporation; 

(8) "prescribed" means prescribed by rules made under this 
10 Act; 

(9) "Tribunal" meap.s a Tribunal constituted under section 
17 and having jurisdiction iil:respect of any matter under the , 
rules made. under this Act; 

(10) all other words and expressions used herein but not 
1 s defined and defined in the Insurance Act shall have the meanings 

respectively assigned to . them in that Act. 

CHAPTER II_ 

EsTABLISHMENT oF LIFE INsuRANCE CoRPORATION oF lNoiA 

3. (1) With effect from such date as the Central Government may, Establish-
2:) by notification in the Official Gazette, appoint, there shall be estab- ment and in. 

lished a Corporation called the Life Insurance Corporation of India. ~~~-Life 
·. · . Insurance 

(2) The Corporation· shall be a body corporate' having perpetual ~~tion 
successiop and a common seal with power, subject to the provisions d•a. 
of this .Act,. to acquire, hold and dispose of property, and may by its 

2S name sue and be sued. 

4. (1) The Corporation shall consist of such number of persons Cons. t'tu . 
· 1 hon not exceeding fifteen as the Central Government may think fit to of the 

appoint thereto and one of them shall. be appointed by the Central Corporation, 
Government to be the Chairman thereof. 

30 (2) Before appointing a person to be a. member, the Central Gov-
ernment shall satisfy itself that that person will have n() such finan
cial or other interest as is likely to affect prejudicially the exercise or 
performance by him of his functions as a member, and the ·Central 
Government shall also satisfy .. itself from time to time 'with' respect 

3s to every member that he has no such interest; and any person who 
is, or whom the· Central Government proposes to appoint and who 
has consented to 'be, a member shall, . whenever required . by the 
Centra~ Gbvernment so to .do, furnish to it such information as thP. 
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Central :Government -considersT necessa~y_lor; the performance of 1ts 
duties under this sub-section. · : -' 

• 
(3) A member who is in any wa:y ·dkectly o~ mdkectly inte~ested 

in .a. contract .made .or proposed .to be made .by the Co~.oration shall, 
as soon.as possible after the relevant ckcumstances have .came to. his ~ 
knowledge, .disclase the nature of his interest ta the· Corporation; 
and the member shall not take part in any .deliberation or discussion 
of the Corporation with respect to that contract. 

Capital of !i ... (1) The original capital.of the Corporation shall be five crores 
t~e CotpOta• of rupees provided by the Central Government after due appropria- I~ 
liOn. tion made by Parliament by law for the purpose, and the terms ·and ' · 

Functions] 
ot 1he 
Cnrpc..,'"'8tion 

conditions relating to .the. provision of such •Capital shall he such as 
may he determined bY the Central Government. 

(2) The Central Government may, on the recommendation of 
the Corporation, reduce the capital of the Co~oration to such extent 1.5 
and iii such mariner as the Central Government may determine. 

CHAPTER ill 

FUNCTIONS mi• 'THE CORPORATION 

6. (1) Subject to the rules, if any, made by the Central Govern- · 
m.ent in this behalf, .it ·shall be the general .duty of the Co~oratiou to '20 

Clll'l"Y .on life insurance busines_s, ~hether in or outside India, .and 
the .Corporation .shall so exerCise Its powers. under this Act as to 
secure that life insurance business .is developed to the best advan-
tage ut the .community. . · 

(2) Without prej.udic.e to the ~enerality of the provisions .con- 25 
tained in sub-section (1) but subJect to the other provisions .con~ 
tained in this Act, the Corporation shall have power-

. (a). to carry .~n capital red~mpti?n busi~ess, _annUity cer
tain business or remsurance busmess m .so far as .such reinsur-
ance business appertains to. life insurance business; 30 

(b~ sub3ect :tio the rule~, if any, made by the Central Gov
ernment in this behalf, to mvest the funds of the Co~oration 
in -l!liCh manner as the Co~oration may think fit and to take all 
'8Ucla steps ,as may be . necessary ·O~ -expe?ient for the protection 
or realisatien ·of any m111estment; meludmg the taking over of 3S 

. and administering any property offered as security for th 
investment until a suitable opportunity arises for its disposal; e · 

(c) to acquire, hold and dispose of any property , for the 
pu~ose of its business; · . · 
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· · (w) ta 'transfer the whole ar any p!l!l't .of the life .insurance 

•business carried on outside India to any other person or persons, 
. if in :the interests .of. the Corporation it is expedient so to do; 

(e) · to advance or lend money upon the security af any 
S · movable or immovable property; 

(f). to bor.row ar raise any mon~ in such manner and upon 
such ,security as the Corporation may think fit; 

(g). to .carry on any other business in any case where such. 
other business was being carried on by a subsidiary of an in-· 

10 surer whose •controlled .business has beel'l 'transferred to and 
vested ·in the ·Corporation under this Act; · 

.(h) to carry on any other business which may seem to the 
Corporation to be capable of being conveniently carried on in 
.connection with its business and ~alculated directiy or indirectly 

15 to .render .PI!>fitable the * * business of the Corporation;. 

20 

(i) ta .do all such things as may be incidental ar conducive 
to the proper ·exercise of any of the powers of the Corporation. 

,(3,) · In the .discharge of any of its functions the Corporation shall 
-act so .far as may 'be on business principles. 

CHAPTER IV 

TRANsFER OF EXISTING LIFE INsURANCE BusiNESS TO THE CoRPORATION . 

7. (1) On fue appointed day there ~hall be transferred ta ·and Transr. · 
·vested in fue Cor-poration all the assets and liabilities appertaining to a~ts ":no,{ 
the .controlled business of all insurers. · ex11•!:nt'l.itiea of 

IS tng in-
2$ (2) 'l'he assets appertaining to the controlled business of an in- i~ carry-

surer shall !be deemed to include all rights and pawers, and all pro- b"trolled on 
perty, whether movable C)r immovable, appertaining to his controlled usmess. 

business, including, in particular, cash balances, reserve funds, in-. 
~Vestments, deposits and all other interests and rights ·in or arising out 

3o of .such property as ml\y be· in the possession of fue insurer and 
all books of account or documents relating to the controlled business 
of the insurer; and liabilities shall be deemed to include all debts 
liabilities and obligations of whatever kind then existing and 
appertaining to the controlled business of the insurer. 

' ' ' 

35. E:cplanation.~The expression "assets appertaining to. the. con-
tr&l~ed business of an insurer"-. · 

(a) in relation to a composite insurer, includes that part of 
the paid-up capital of the insurer or assets representing · sucli 
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part which has or have_ been allocated to the controlled business _ 
of the insurer in accordance with the rules made in this behalf· ' - - t 

(b) in relation to a Government, means the amount lying to 
the credit of that business on the appointed day. . 

(3) Where any such assets are subject to any trust referred to in 5 
sub-section ( 6) of section 27 of the Insurance Act or to any other 
trust for the benefit 'of policy-holders, the assets shall be deemed to 
have vested in the Corporation free from any such trust. 

Provident, · 8. (1) Where an insurer whose controlled business is to be trans-" 
:J'~:'d· ferred to and vested in the Corporation under section 7, has establish- 10 
other like- ed a provident or superannuation fund or any other like fund for 
funds. the benefit o;f his employees and constituted a trust in respect thereof 

General 
effect of 
vesting of 
controlled 
business. 

(hereinafter in this section referred to as an existing trust), the _ 
moneys. standing to the credit' of any' such fund on the appointed· 
day, together with. ~ny other asset~ belonging to such fund, shall, IS 
subject to the proVISIOnS of sub-sectiOn (2), stand transferred. to and 
vest in the Corporation on the appointed day free from any such trust. 

_ (2) Where all the employees of any such insurer do not becom 
employees of the Corporation under section 11, the moneys and oth e 

. ----· er 
assets belonging to any such fund as is referred to in' sub-section 20 
(1), shall be apportioned ~etween the truste~s of the fund and the 
Corporation in the pr~scrrbed manner;_ ~nd m case of any dispute 
regarding such apportwnrnent, the deciSion of the Central Govern
ment thereon shall be final. 

. (3) The Corporation shall, as soon as may be after the appointed 25 
day, constitute in respect ?f :he money~ and ?ther assets which are 
transferred to and vested m 1t under this sectwn, one or more trust . 
having objects as similar to the objects of the existing trusts as in th: 
circumstances· may be practicable. 

( 4) Where all the moneys and other assets belonging t~ an exist~ 30 
ing trust are transferred to and vested in the Corporation under thl: 
section, the trustees of ·such trust, shall as from the appointed day. 
be discharged from the trust, except as respects things done or . 
omitted to be done before the appointed day. 

9. (1) Unless otherwise express!~ provided by or under this Act, 3S 
allcontracts, agreements and other_ mstruments of whatever nature'. 
subsisting or having effect immediately before the appointed d. 

and to which an insurer whose controlled business has been t ay 
C 

t' . rans-. 
ferred to and vested in the orpora lon IS a party or which are • . . m 
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favour of• such insurer shall.in so far as they relate to the controlled 
business of the insurer- be of as full. for~e and effect against or in 
favour of the Corporation, as the case may· be, and may be enforced 
or acted upon as fully and effectually as if, instead of the insurer, 

· S the Corporation had been a party thereto or as if they bad been 
entered into or issued in favour of the Corporation. 

(2) , If . o~ the appointed day s:r,y suit, appeal or other legal pro
ceeding of whatever nature is pending by or against an insurer, 
then, in so far as it relates to his controlled business, it. shall not 

IO abate, be discontinued or be in any way prejudicially affect~d by 
. reason of the transfer to the Corporation of the business of the in

surer or of anything done under this Act, but the suit, appeal or 
other proceeding. may be continued, prosecuted and enforced by- or 
against the Corporation. · 

IS . • • • • • • 
. ·. · 10. (1) For the removal of doubts it is hereby declared that in any Provision as 

__ ·· · to co · 
case where an insurer whose controlled business has been transferr- insur:~Slte 
ed to and vested in the Corporation under this Act is a composite 
insurer, the provisions of the preceding sections shall only apply_ to 

20 the extent to which any property appertains to his controlled 
business and .. to rights and powers acquired, and to debts, liabilities 
and obligations .incurred, and to contracts, agreements and other 
instruments made by the insurer for the purposes of his controlled: 
:business and to legal proceedings relating to those purposes, ·and the 

25 provisions of those sections shall be construed· accordingly: 

(2) The Central Government may, by rules made in this behalf, 
provide--

(a.) for the determination of the question whether any prO:. 
. ·. · · perty .appertains to his controlled business or whether any 

30 . -:·rights, powers, debts, liabilities or obligations were acquired oi
incurred or any contract, agreement or other instrument was 
made by the insurer for the purposes of his controlled business 
or whether any documents relate to those purposes. 

. 35 .. 
(b) for the allocation of the paid-up capital or assets repre

senting such paid-up capital, as the case may be, 'betw!!en. the 
controlled business of the insurer and any other business; 

.. (c) for substituting' for any agreements entered into by any 
insurer partly for the purposes of his controlled business. and· 
partly for other purposes separate agreements in the requisite 

40 . terms and for any apportionments and indemnities consequent 
·thereon; 

(d) for the severance of leases compnsmg property of 
. ;which part only is transferred t.o and vested in the Corporation 
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by virtue of this Act and. for apportionments consequent. omr s11ch. 
severance; 

(e). for'the 'apportionment and the making of financial 
adjustments with respect to any debts, liabilities or obligations 
incurred by any such insurer partly for the purposes- of 'J:1i's : S 
controlled business and partly for other purposes and for any 

· necessary variation of mortgages. and encumbrances relating to 
such debts, liabilities or obligations; 

(f) for the ~pportionment of the moneys and other assets 
belOngif)gto any provident or superanilUatiOn fund or any other IO 

like fuqd to which the provisions of section 8 do· not apply 
li'et\Veeli.Persons employed in connection with the controlled. 
business of an insurer and other persons; 

(g) for any other. matters supplementary to - or con~e- . 
quential on the matters aforesaid for which provision appears IS 
to be necessary or expedient. 

~3) All rules made under this Act shall be laid for not l'ess than 
thirty days before both Houses of Parliament as soon as possible 
after they are made, and shall be subject to such modifications- as 
.Parliament may make during the session in· which they are so' laid 20 

or the session immediately following. 
(4) Where at any time ·before the .expiration. of ·six months from 

the appointed day a _question has arisen under this sectio? or under_, 
any rules made thereunder as to whether any property IS or · was · 
held or used by the insurer for the purposes of his controlled busi- 2s 
ness, the question shall be referred to the Tribunal for decision. 

Transfer of 
service of 11. (1) Every whole-time employee of an insurer whose con-
:;~~:~ of trolled business has been transferred to and :vested in the Corpora
insurers to tion and who was employed by the insurer wholly or mainly in· con
~~:n~- nection with his controlled business imm~diately be!ore the ap- 30 

pointed• day shall, on and from the appomted day, become an 
employee of the Corporation, and shall hold his office therein by the 
same tenure, at the same remuneration and upon· the same terms 
and conditions and with the same rights and privileges as to pension 
and gratuity and other matters as he would have held the same -
on the appointed day if this Act had not been passed, and shall con- 35 

tinue to do so unless and until his employment in the Corporation 
is terminated or until his remuneration, terms and conditions are 
duly altered by the Corporation: 

Provided that nothing contained in this sub-section. shall apply 
to any * * * * such employee who has, by notice in writing given 40 
to the Central Government prior to the appointed day, intimated his 
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intentiollc of not 'becoming ali. emplOyee of the Corporation. 

· (~Y Notwithstanding anythU,:g contaitled in St!,bcsection (1) or in· 
any contract of ser~ce, the Central Government may, for the pur
pose of rationalising the pay scales of employees of insurers whose 

S controlled business has been transferred to and vested ·in it or for· 
the purpose of reducing the remuneration payable to employees in 
cases where in the interest of the Corporation and its policy-holders 
a reduction is called for, alter the terms of service of the 
employees as to their remuneration in such manner as. it thinks fit;· 

IO and if the alteration is not acceptable to any employee the Corpora
tion may terminate his employment on giving him compensation 
equivalent to three months'· remuneration unless the contract of 
service with such ·employee provides for a ·shorter notice ()f termina
tion . 

. 15 Explanation.-The •compensation l?ayable to an employee. under 
1 this ~ub-section shall be in addition to and shall not affectany 

pension, gratuity, provident. fund m~ney or any other benefit to which 
the· employee may be entitled tinder his contract of service. 

14 of 1947; 

{3) If any question arises ~s to whether any person was a whole-
20 time employee of an .insurer or as. to whether aily .employee was 

employed wholly or mainly .in connection with the controlled busi
ness of ari insurer immediately before the .appointed day the ques~ 
tion shall be referred to" the Central Government whose decision 
shall be final. 

25 · ( 4) N ohvithstanding anything contained in the Industrial Di!!
putes Act,.1947, or in any other law for the time being in force, the· 
transfer of the services of any employee of im insurer to the Cor
poration shall not entitle any such employee to any compensation 
under that Act; and no such claim shall be entertained by any court, 

30 tribunal or other authority. 1 

12. Subject to such rules as the Cent~al Government may make 
in this behalf, every whole-time salaried employee of a chief agent 
of an insurer whose controlled business has been transferred to and 
vested in the Corporation and,-

35 (a) who was employed by the chief agent wholly or mainly 
in connection with. the controlled business of 'the insurer; 

(b) whose sallliY on the appointed day did not exceed five 
hundred rupees per mensem; and 

(c) who was in the employment of the chief agent for a 
40 continuous period of not less than three years immediately 

before the appointed day; 

Tr.u;tsfer. of 
se~~ of 
extstmg 
ell!ployees of 
c~ef agents 
of msuren to 
the Corpora
tion in 
certain CRSe!., 
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deliver 
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of property 
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shall, on. and from the appointed· day, become an employee of the\ 
Corpor~t10n ~d the provisions of section 11 shall, so far as may be, 
apply ~ relation to such employee as they apply in relation to a 
whole-tune employee of the insurer: 

I 

Pro~ided that this section shall not apply except in cases whe':e\ 5 
the chief ~gent of_ the insurer was required under the_ terms of_his 
contract With the msurer to render the prescribed serv1ces to policy-
holders of tb.e insurer. . · 

13 .. (1) Where any property appertaining to the controlled busi
ness of an insurer has been transferred· to and vested in the Cor- 10 

poration under this Act then-
' ' 

(a) every person, in whose possession, custody or control 
any such property may be, shall deliver the property to the Cor
poration forthwith; 

_(b) any person who, on the appointed day, has in his pos- 15 
sesston, custody or control any books documents or other papers 
relating to such controlled business' shall be liable to account 
for the ~id books, documents and papers to the Corporation, .and 
·shall deliver them to the c'orporation or to such person as the 
Corporation may direct. · 

(2) In particular, all the assets of an insurer appertalnii;:g t~ 'me · 
insurance business held in deposit by the Reserve Bank of India 
under the Insurance Act or by trustees in trust shall be delivered to 
the Corporation. 

20 

(3) Without prejudice to the other provisions contained in this 25 
section, it shall be lawful for the Corporation to take all necessary 
steps for securing possession of all properties which have been 
transferred to and vested in it under this Act. 

Power of 14. The Corporation may, having regard to the financial condition 
Corporatton on the appointed day of any insurer wliose controlled business has 30 
:,~:~of been transferred to and vested in the Corporation, reduce the 
Jf· d"t i~ e.:.,~~."'~ce amounts of insurance under contracts of' life insurance entere m 0 

cases. m by such insurer before the 19th day of January, 1956, in such manner 

and subject to such conditions as it thinks fit: 

Provided that no such reduction shall be made except in accor- 35 
dance with a scheme prepared by the Corporation in. this behalf and 
approved by the Central Government. · · · 
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15. (1) _Where an insurer whose_ controlled business has been ~~~~~ion 
transferred to and vested in the Corporation under this Act has, t!" ·~ re
at any time within jive years before the 19th day of January, 1956,- ~~pect 

--- ~tio~ 

(a) made any payment to any person without eonsideration; !'f the 
- =· 

5 · (b) sold or disposed of any property of the insurer without 

10 

consideration or for an inadequate consideration; 

- (c) acquired any property or rights for an excessive consi~ 
- I 

- deration; 

(d) entered into or varied any agreement so as to reqtrlre.an 
excessive consideration to be paid or given by the insurer; 

(e) entered into any other transaction of such an onerous 
nature as to cause a loss to, or impose a liability on, the insurer 
exceeding any benefit accruing to the insurer; -

15 . 
(f) if a composite insurer, transferred any property from 

his life department to his general department without consi-
deration or for an inadequate consideration; ' 

and the payment, sale, disposal, acquisition, agreeme~t or variation 
thereof or other transaction .or transfer was not reasonably neces

. sary for the purpose of the controlled business of the insurer or was 
20 made with an' unreasonable lack of prudence on the part of the 

insurer, regard being had in either case to the circumstances at the 
time, the Corporation or any other person 'interested, may apply for 
relief to the Tribunal in respect of such transaction, ·and all parties 
to the transaction shall, unless the Tribunal otherwise directs, be 

25 made parties to the application. 

(2) The Tribunal may make such order against any of the parties 
- to the application as it thinks just having regard to the extent to 
which those parties were respectively responsible for the transaction 
or benefited from it and all the· circumstances of the case. 

30 (3) Where an application is made to the Tribunal' under this sec-
tion in respect of any transaction and the application is granted 

· wholly or in part***, the Tribunal shall have exclusive- jurisdiCtion 
to determine any claims outstanding in respect of the transaction. 

16. (1) Where the controlled business of an insurer . has been c;.c>mlJeDIIa_ 

35 transferred to and vested in the Corporation under this Act, compen- ~~':.[~~" 
sation shall be given by the Corporation to that insurer in accord- gr ~ntrol~d 
ance with the principles contained in the First Schedule. usmess. 
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(2) The amount of the compensation to be given in accordance 
with the aforesaid principles shall be determined by the Corporation 
in the first instance, and if the amount so determined is approved 
by the Central Government it shall be offered to the insurer in full 
satisfaction of the compensation payable to him under this Act, S 
and if, on the other hand, the amount so offered is not acceptable 
to the insurer he may within such time as may be prescribed for "the 
purpose have the matter referred to the Tribunal for decision. 

Conuitutioo 17. (l) The Central Government may for the pu\'poses of this Act 
of 

Tribunals. constitute one or more Tribunals and each of the Tribunals shall 10 

Offices, 
branches 
and 
agencies, 

consist of three -members appointedby the Central Government one 
of whom shall be a person who is, or has been, a Judge of a High 
Court or has been a Judge of the Supreme Court, and he shall be 
the Chairman thereof. 

(2) A Tribunal may choose one or more persons possessing IS 

special knowledge of any matter relating to any case under inquiry 
to assist the Tribunal in determining any question which has to be 
decided by it under this Act. 

(3) Every Tribunal shall have the powers of a civil court while 
trying &suit · under the Code of Civil Procedure, 1908, in respect of 20 f .. . . so 190 ... 
the followmg matters:-

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

(b) requiring the discovery and production of documents; 
(c) receiving evidence on affidavits; 25 

{d) issuing commissions for the examination · of witnesses or 
documents. 

{4) Every Tribunal shall have power to regulate its own pro=-· 
cedure and -decide all matters within its competence, and may re· 
view any of its decisions in the event of there being a mistake on the 30 
face of the rec~rd or correct tny arithmetical or clerical error there-
in. 

CHAPTER V 

MANAGEMENT 

18. (1) The central office of the Corporation shall be at such place 3.5 
as the Central Government may, by notification in the Official 
Gazette, specify. 

(2) The Corporation shall ~stablish a zonal office at each of ' the 
following places, namely, Bombay, Calcutta, Delhi, Kanpur and 
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Madras, and, subject to the previous approval of the Central Govern
ment, may establish such other zonal offices as it thinks fiL 

(3) The territorial limits of each zone shall be such as may be 
specified by the Corporation. 

5 (4) There may be established as many divisional offices and 
branches in each zone ~s the Zonal Manager thinks fit. 

19. (1) The Corporation may entrust the general superintendence 
and direction of its affairs and business to an Executive Com'mittee 
consisting of not more than five of its members and the Executive 

IO Committee may exercise all powers and do all such acts and things 
as may be delegated to it by the Corporation. 

{2) The Corporation may also constitute an Investment Com
mittee for the purpose of advising it in matters relating to the invest
ment of its funds, and the Investment Committee shall consist of not 

15 more than seven members of whom not less than three shall be mem·
bers of the Corporation and the remaining members shall be persons 
{whether members of the Corporation or not) who have special 
knowledge and experience in financial matters, particularly, matters 
relating to investment of funds. 

20 {3) The Corporation may constitute such other Committees as it 
may think fit for the purpose of discharging such of its functions as 
may be delegated to them. 

Committees 
of the 
Co!J>Oration, 

20. The Corporation may appoint one or more persons to be the ManAginr 

Managing Director or Directors of the Corporation, and every Directors. 

25 Managing Director shall be a whole-time officer of the Corporation, 
and shall exercise such powers and perform such duties as may be 
entrusted or delegated to him by the Executive Committee or the 
Corporation. 

. 21. In the discharge of its functions under this Act, the Corpora- Corpora!ion 

30 tion shall be guided by such directions in matters of policy involv- ~0y be ~~ded 
ing public interest as the Central Government may give to it in dr•rectc 1001

1 o entra 
writing; and if any question arises whether a direction relates toa Government. 

matter of policy involving public interest the decision of the Central 
Government thereon shall be final. 

35 22. (1) The Corporation may entrust the superintendence and 
d~ection of the affairs and business of a zonal office to a person, 
whether a member or not, who shall be known as the Zonal Mana
ger and the Zonal Manager shall perform all such functions of the 
Corporation as may be delegated to him with respect to the area 

40 within the jurisdiction of the zonal office. 

Zonal 
Manaaera. 
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Corporation. 
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(2) The Corporation may constitute for each zone a Board con

sisting of such number of persons as it thinks fit to appoint thereto 
for the purpose of advising the Zonal Manager in respect of such 
matters as are referred to it under the regulations made by the 

· Corporation. 5 

(3) The Corporation shall constitute in the prescribed manner for 
. each zonal office an Employees and Agents Relations Committee con

sisting of such number of persons as it thinks fit and every such 
Committee shall consist of representatives of the Corporation and 
of its employees and agents, so however, that the number of repre- Io 
sentatives of the employees and agents on the Committee shall not 
be less than the number of representatives of the Corporation and it 
shall be the duty of the Committee to advise the Zonal Manager on 
matters which relate to the welfare of the employees and agents of 
the Corporation or which are likely to promote and secure amity and I 5 
good relations between them and the Corporation. 

23. (l) For the purpose of enabling it to discharge its functions 
under this Act, the Corporation may employ such number of per-
sons as it thinks fit. -

(2) Every person employed by the Corporation or whose services 20 

have been transferred to the- Corporation under this Act, shall be 
liable to serve anywhere in India. 

CHAPTER VI 

FINANCE, AccoUNTS AND AUDIT 

Pundt of. the 24. The Corporation shall have its own fund and all receipts of 25 Corporauou - -
· the Corporation shall be credited thereto and all payments of the 

Corporation shall be made therefrom. 

Audit. 25. (l) The accounts of the Corporation shall be audited by 
auditors duly qualified to act as auditors of companies under the law 
for the time being in force relating to companies, and the auditors 3, 
shall be appointed by the Corporation with the previous approval of 

.the Central Government and shall receive such remuneration from 
the Corporation as the Central Government may fix. 

(2) Every auditor in the performance of his duties shall have at 
all reasonable times access to the books, accounts and other docu- 35 
ments of the Corporation. . . . 

(3) The auditors shall submit their report to the Corporation and 
shall also forward a copy of their report to the Central Government. 
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26. The Corporation shall, once at least in every two years, cause Actuarial 

an investigation to be made by actuaries into the financial condition valuations. 

of the business of the Corporation, including a valuation of the liabi-
lities of the Corporation, and submit the report of the actuaries to 

s the Central Government. 
27. The Corporation shall, as soon as may be, after the end of Annual re-

-.--..----;---;---------.--- - . - pon or actl-
each financial year, prepare and submit to the Central Government vitlesorCor-

ln such form- as may be prescribed a report giving an account ofltS poratlon. 

activities during the previous financial year, and the report shallalso 
10 glvc an account of the activities;-if any, whlcharelllrely to be under

taken by the Corporation in the next financial year. 

28. If as a result of any investigation undertaken by the Corpora- Surplus how 
-- to be uti· 

tion under section 26 any surplus emerges, not less than 95 per cent. Used. 

of such surplus shall be allocated to or reserved for the policy-hold-
IS ers of the Corporation and the remainder may be utilised for such 

purposes and in such manner as the Central Government may deter· 
mine. 

29_ The Central Government shall cause the report of the auditors Rcporta to be 

undersection 25-;-ihereportof -the -actuariesunder section-26 and the ~!':uam~~~: e 

20 report giving an account of the activities of the Corporationunder 
sect1oli27to-be laid before both Houses o! Parliament as soon as may 
be after each such report is received by the Central Government. 

CHAPTER VII 
MISCELLANEOUS 

25 30. Except to the extent otherwise expressly provided in this Act. Corporation 

on and from the appointed day the Corporation shall have the ex- to 
1
have the 

eJlC USJVe 
elusive privilege of carrying on life insurance business in India; and priv1lrge 
on and from the said day any certificate of registration under the or ca1rryina on life m-
Insurance Act held by any insurer immediately before the said day aurance 

30 shall cease to have effect in so far as it authorises him lo carry on buainm. 

life insurance business in India. 
31. (1) Notwithstanding anything contained in section 30 or jn Exception In 

the Insurance Act, the Central Government may, by order, permit~~~ ... ~~ of 

any person who has made an application inth.atbeh~~·_to ~~ OJ' ~~~:."orin 
35 life insurance business in India in respect of the lives of persons ~r~ooa rc:

ordinarily residentoUWdeindia, subject · tosucllreStrictions a nil :i~~nfnd~:~· 
conditions as may be specified in t1ieOI=cieraild any such order shall 
be deemed to have effect as if it were a certificate of registration 
issued by the Controller to such person under sectfor\3orthe-Irisui-

40 ance Act in respect of that class of business. 
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(2) Nothing in sub-section (1) shall authorise any person pennlt
ted to carry on life insurance business of the nature referred to in. 
that sub-section, _to insure· the life of any person ordinarily resi
dent outside India, during any period of his temporary residence in 
India. S 

PCoower of 32. Tiie Corporation .may have for use in c any zonal offic~, divi: 
rporauon . . 

to have offi- sional office or in any office outside India an official seal which shall 
. cial seal in . . · · 
certain cases. be a .faestmt!e _of the common seal- of the Corporation, ,with~ 

adcffiiOOon its face of the name of the zonal office, divisional officP._ 
or other office where it is to be used, and any such official seal may io 
be affixed to any deed or document to which the Corporation is a 
party. . - . . . . . . ----- · --

Requirement 
of foreign 
laws to be 
complied 
with in cer
tain cases. 

33. Where any property or rights appertaining to the_ controlled' 
bus'iiWss of an insurer are transferred to and vested in the Corpora-- . 
tion under this Act or. would be so transferred .and vested but for iS 
the fact that such transfer and vesting are governed otherwise than 
by the law of India, the insurer shall comply with such directions as 
may be given' to him by the Corporation for the purpose of securing 
that the ownership of the property or, as the case niay be, that the 

. right is effectively transferred to the Corporation. 20 

Revesting of 34. Notwithstanding anything contained in the Insurance Act; !Ul 
certain shares which have vested in -the· Administrator General of any State-
in~ v"'lt under sub-section (8) of section 6A of that Act and which have not 
minisnator been disposed of in accordance with the provisions of that sub-sec-
General. tion before the appointed day, shall, on payment of the amount of 25-

expenditure, ·if· any, incurred by the Administrator General in rela
tion to such shares by the persons who- would have been entitled to 
those. shares if the-· said sub-section had not been en.acted, revest in 
such persons. · . 

Repatriation 3S. (1) Any insurer incorporated outsjde India· may, before the 30 
s:~~ an: appointed day, make an application to the Central Government stat-
the case of ing that among the assets appertaining to the controlled business of 
foreign the insurer there are assets brought into India by the insurer for the· 
:;,~:. purpose of building up his life insurance business in India which, 

notwithstanding anything contained in section 7, should not be 35 
transferred to and vested in the Corporation_. 

(2) On receipt of an application under sub-section (1), the Central 
Government shall determine the value of the assets· of the insurer 
appertaining to his controlled business in existence on the 31st day 
of tlecember, 1955, computed· as at that"date in accordance with the 40 
provisions contained in paragraph 3 of- Part B of the First Schedule, 
and deduct therefrom the total amount of the .. liabilities of the 
insurer appertaining to his controlled business in- existence on the 
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31st day of December, 1955, computed as at that date in accordance 
· with the provisions contained in the Second Schedule; and if there 
is any excess, the Central Government may, by order, direct that 
such assets equivalent in value to the excess as may be specified 

S in the order shall not be transferred to or vested in the Corporation, 
or where the order is made after the appointed day, that the 
Corporation shall be divested of the said assets . 

. (3) In the case of any insurer incorporated outside India, the 
'Central Government may also, by order. tiirect that any such 

IC liabilities in respect of life insurance policies expressed in any 
foreign currency issued on the lives of persons who are not citizens 
of India as are specified in the order together with any such assets 
necessary to meet the liabilities, as may be so specified, shall not 
be transferred to or vested in the Corporation or, if the order is 

IS made after the appointed day, that the Corporation shall be divest
ed of such liabilities and assets as aforesaid. 

(4) The amount of liabilities in respect of, the policies referred 
to in an order made under sub-section (3) shall be computed as atl 
the 31st day of December, 1955.- • 

20 - (a) in any case where in respect of the insurer concerned 
an order has been made under s.ub-section (2), in accordance 
with the provisions contained in clause (b) of the Second 
Schedule; and 

(b) in any other case, in accordance with Method A speci-
25 fled in the Second Schedule. 

Explanation.-In computing the amount of liabilities in respect 
of the policies referred to in this sub·sE'ction, allowance shall be 
made for receipts and payments in respect of such policies from the 
31st day of December, 1955, upto the date of the order. 

30 (5) Every order made by the Central Government under this 
section shall be carried out by the Corporation in such manner as 
the Central Government may direct. 

36 .. Notwithstanding anything contained in the Insurance Act orl Contra.,. 
in ariy other law for the time being in force, every contract· apper- ch~ef ag~~! 

35 taining to controlled business subsisting immediately before the :ent:f•<ial 
appointed day,- · t•rntina~e. 

(a) between an insurer and his chief agent or between an 
insurer and a special agent; or 

(b) between the chief agent of an insurer and a special 
40 .agent; 

shall, as from the appointed day, cease to have effect .and all rights 
accruing tO' the chief agent or the special agent under any such 
col! tract shall terminate on that day : 

Provided that in every such case compensation shall be given 
45 by the Corporation to the chief agent Qr the special agent, as tht: 



contained in the . 
(2) of section 16 

\

case may be, in accordance with ·the principles 
Third Schedule, and the- provisions of sub-section 
shall, so far as may be, apply in every such case. 

37. The sums assured by all policies issued by the Corporation . S 
including any bonuses declared in respect thereof and, subject to 

Policies to 
be guaran
teed by 
Central 
c iaverntnent. 

L~quidation 
of CoiPOra
tion. 

Special 
provisions 
for winding 
up of certain 
insurers. 

the provisions contained in section 14 the amounts assured by all 
policies issued by any insurer the liabilities under which have vest~d · 
in the Corporation under this Act, and all bonuses declared m 
respect thereof, whether before or after the appointed day, shall be 
guaranteed as to payment in cash by the Central Government. 10 

38. No provision of law relating to the winding up of companies 
or corporations shall apply to the Corporation established under this 
Act, and the Corporation shall not be placed in liquidation save by 
order of the Central Government and in such manner as that Gov-
ernment may direct. IS 

39. Where any insurer being a company (other than a composite 
insurer) whose con tmlled business has been transferred to and 
vested in the Corporation under this Act has in accordance with the 
provisions of this Act collected and distributed any moneys paid to 
him by the Corporation by way of compensation or otherwise and 2° 
has also complied with any direction given to him by the Corpora- · 
tion for the purpose of securing that the ownership of any property 
or any right is effectively ~ra~sferred to the Corporation, the Central 
Government may on applicatiOn being made to it in this behalf by 
such insurer grant a certificate to the insurer that there is no reason 25 
for the c~ntinued existence of the insurer and. where such a certi
ficate has been granted shall cause the certificate to be published in 
the Official Gazette and upon the publication thereof the insurer 
shall be dissolved. 

Penalty for 
Withholding 
Drooerty, etc. 

40. If any person wilfully withholds or fails to deliver to the Cor- 30 
poration a§. required by section 13, any property or any books, docu
ments or 0ther papers which may be in his possession or unlawfully 
retains possession of any property of an insurer which has been 
transferred to and vested in the Corporation under this Act or· wil
fully applies any such pro~erty to purposes other than those express- 35 
ed in or authorised by this Act, he shall, on the complaint of the 
Corporation, be punishable ~ith imprisonment which may extend 

Tribunal 
to have 
exclusive 
jurisdiction 
iu certain 
matters. 

to one year, or with fine which may extend to one thousand rupees, 

or with both. 
41. N 0 civil court shall have jurisdiction to entertain or adjudi- 40 

cateupC'n any matter which~ Tribunal is empowered to decide or 
determine under this Act. · · 
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42, Any decision of a Tribunal may be enforced in any civil 
court within the local limits of whose jurisdiction the person against 
whom the decision is to be enforced actually and voluntarily resides 
or ca=ies on business or personally works for gain or owns any 

s property, as if it were a decree ~assed by that court. 

43. (1) The following sections of the Insurance Act shall, so far 
as may be, apply to the Corporation as they apply to any other 
insurer, namely:-

Sections 2, 2B, 3, 18, 26, 33, 38, 39, 41, 45, 46, 47A, 50, 51, 52, 
10 110A, HOB, 110C, 119, 121, 122 and 123. 

(2) -The Central Government shall as soon as may be after the 
commencement of this Act, by notification in the Official Gazette, 
direct that the following sections of the Insurance Act shall apply to 
the Corporation subject to such conditions and-modifications as may 

15 be specified in the notification, namely:-

Sections 2D, 10, 11, 13, 14, 15, 20, 21, 22, 23, 25, 35, 36, 37, 
40, 40A, 43,-44, 102 to 106, 107 to 110, 111, 113, 114 and -116A. 

(3) The Central Government may, by notification in the Official 
Gazette, direct that all or any of the provisions of the Insurance Act 

20 other than those specified in sub-section (1) or sub-section (2), shall 
apply to the Corporation subject to such conditions or modifications 
·as may he specified in the notification. 

(4) Every notification issued under sub-section (2) or sub-section 
(3) shall be l~d for not less than thirty days before both Houses of 

25 Parliament as soon as possible after it is issued, and shall be subject 
to such modifications as Parliament may make· during. the session in 

· which it is so laid or the session immediately following. . . 
(5) Save as provided in this section, nothing contained in the 

Insurance Act shall apply- to the Corporation. 

Enforcement 
of dicisions 
of Tribunals. 

Application 
of the· 
Insurance 
Act. 

· 44. Nothing contau;ed in this Act shall apply in relation to- Act not 
3° ,- apply !<> 

35 

(a) any insurer whose business is being voluntarily wound certain case~ 
up or is being wound up under the orders of the cou:r;t; ' · 

(b) any insuter to whom the Insurance Act doe&.not apply 
by · reason of the provisions contained in section 2E thereof; 

(c) any composite insurer in respect of the management of 
whose affairSiiilAdministrator has been appointed under section 
52A of the Insurance Act; 



Special • 
provisions 
regarding 
certain com
posite 
insurer: 

20 

·(d) the scheme run by the Central Government known as the 
Post Office Life Insurance Fund; 

(e) any approved superannuation fund as defined in clause 
(a) Ofsection 58N of the Indian Income Tax Act; 1922, which is 
in existence on the appointed day; 

· (f) any scheme in existence ori the appointed day or any 
scheme framed after the appointed day with the approval of 
the Central Government whereby, in consideration of certain 
compulsory deductions made by Government from the salaries 

5 

of its employees as part of the conditions of service, the pay- 10 

ment of money is assured by Government on the death of the 
employee concerned or on the happening of any contingency 
dependent on his life. 

45. Notwithstandirig anything contained in clause· (c) of section 
44, the Administrator appointed to manage the affairs of a composite 15 
insurer under the Insurance Act shall, as soon as may be practicable 
after the commencement of this Act, take steps in the prescribed 
manner,-

(a) to transfer the assets and liabilities appertaining to the 

II of 1922. 

controlled business of the \nsurer, to the Corporation; and 20 

(b) to vest the management of the. affairs of the insurer in 
respect of any other kind of business, in the person entitled 
thereto. 

Defects . in 46. N 0 act or proceeding, of the Corporation or of any Committee 
constttut!On - h 11 b lled · t• h d of Corpora- of the Corporation s a e ca m ques IOn on t e groun merely 25 
1Commi100 

, or of the existence of any vacancy or defect in the constitution of the 
ttees . C 'tt th b . not to in- Corporation or· omm1 ee, as e case may e. 

validate acts · · 
?r Proceed-
lDgs, 

Protect; 
of ~on 47. No suit, prosecution or other legal proc"leding shall lie against 
~~-n l111der any member or employee of the Corporation for anything which is 

in good faith done or intended to be. done under this Act. 
Power to 
make rules. 48. (1) The Central Government may, :by notification fu the Offi-

cialGazette, make rules to carry out the purposes of this Act. 

(2). In particular, and without prejudice to the generality of the 
foregoing power, such rules may provide for all or any of the follow·· 
ing matters, namely:~ . .. . · 35 

(a) the term of office and the conditions of service of mem
bers; 



21 

(b) the manner m which the moneys and other, assets 
belonging to· any such fund as is referred to in section 8 shall be 
apportioned between the trustees of the fund· and the Corpora-
tion; -

(c) the services which the chief agent should.have rendered' 
for the purpose of the proviso to section .12; . . . . 

(d) the jurisdiction of the Tribunals: constituted under; 

5 

section 17; ' · - · 

IO 

(e) the manner in whiCh, and the persons to whom,· any 
compensation under this Act may be paid; 

(f) the time within which any matter which may be refer
red to a Tribunal for decision under this Act may be ,so referred; 

(g) the manner in which and the conditions ·subject to 

which investments may be made by the Corporation;_ · · I 
-(h) the manner in which an Employees and Agents Relations_ 

Committee may be constituted for each zonal office; - I 
, (i) the form in which the report giving an account of the; 
activities of the Corporation shall be prepared; ; 

15 

20 

(:i) the conditions subject to which the ~orporation may - . -
·appoint employees; 

' (k) the fees payable under this Act and the manner in 
which thli!Y are to be collected; 

(l) any other matter which has to be or may be prescribed. 

(3) All rules made under this Act shall be laid for not.Iess than 
25 thirty days before both Houses of Parliament as soon as possible 

after they are made, and shall be subject to such modifications as 
Parliament may make during the session in which they are so laid 
or the session inunediately following. 

49. (1) The Corporation may, with the previous·approv~ of the 
30 Central Government, by notification in the Gazette of India, make 

regulations not ·inconsistent with this 4ct and the ruies made there
under to provide for all matters for which provision is expedient 
for the purpose of giving effect to the provisions of this Act. · 

(.2) In particular, and without prejudice to the generality of the 
35 foregoing power, such regulations may provide for-

(a) the powers and functions of the Corporation which may 
be delegated to the Zonal Managers; · ' 

(b) the method of recruitment of employees and agents of 
the Corporation and the terms and conditions of service of such 

40 employees or agents; 

Power to 
make ftl!u 
lations. -
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.· ... (c) the 'number; term of office and conditions Of service of 

members of Boards constituted under section 22; 

(d) the territorial liniits of each zone established under this 
. Act and the business t~ be transacted in each zci~e; · 

(e) the manner in which the Fund of the Corporation shall 5, 
be Jilaintained; 

(f) the maintenance of separate funds and accounts at each 
of the zonal offices; 

(g) the jurisdiction of each divisional office and the estab-
. lishment of Councils representative of policy-holders in each 10 
area served by a divisional office for the purpose of advising 
. the divisional office in respect of any matter which may be refer-
red to it; . . 

: (h) the conduct of business at meetings of the Corporation;-

. (i) the formation of Committees of the Corporation and the 15 
: delegation of powers and· functions of the Corporation to such 

Committees, and the conduct of business at meetings . of ~uch 
·Committees; 

(j) the form and manner in which policies may be issued 
and contracts binding on the Corporation may be executed; 20 

(k) the classification of policies, whether issued by the Cor
.. -poratioli 11r. by any insurer whose controlled business has been 
... transferred .to and vested in the Corporation, for the purpose 
· of declaring differential bc;muses, wherever necessary; 

(l) the manner in which and th~ intervals within which the 25 
accounts of the various zonal offices, divisional offices and branch 
offices may be inspected and their accounts audited; 

. (m) the conditions subject to 'll>'hich any payment may be 
made_ by the Corpor~tion. 



THE FIRST SCHEDULE 

(See section 16) 

PRINCIPLES FOR DETERMINING CoMPENSATION 
•' 

PART A 

s The compensation to be given by the Corporation to .an .uisurer 
.having a share capital on which dividend or bonus is payable, who 
·has allocated as bonus to policy-holders the whole .or any part of 
the surplus as disclosed .in the abstracts prepared in accordance. with 
Part II of the Fourth Schedule to the Insurance Act in respect of 

IO the last actuarial investigation relating to his controlled bJisiness as . 
at a date earlier than the 1st day of January, 1955, shall be 

.!computed in accordance with the provisions contained in paragraph 
1 or paragraph 2,. whichever is more advantageous to the insurer:.·· 

Paragraph 1.-Twenty .times the-annual average of th~- ~~~e of 
IS the ··surphis allocated to share-holders .as disclosed in the: abstracts 

aforesaid in respect of the relevant 'actuarial ·investigations multi-
. plied by a figure which represents the proportion .that the average· 

business in force during the calendar years 1950 to 1955. bears to 
th.e average business . in force during the calendar yeai-s comprised 

20 in the period between the date as et which. the actuarial investiga
tion immediately preceding· the earliest of the relevant. :~ctuarial 

. im·estigations was made end the iiate as .at which the last ·of such 
investigations was made. · · ·. 

Paragraph· 2;..:....Half the .amount payable_ ·under par:~graph i plus 
zs the! paid-up. capital or assets eqtiivalimt thereto, or, ill the case of ll 

composite insurer, that part of the ·paid-tip c:~pital or ·a5sets equiv:~
lent thereto which h:~s or h:~ve ·been tr:~nsferred .to· lind vested in 
the Corporation under this Act less the amount, if any,..of expenses 
or losses or :both capitalised by the insurer for :the purposes of Form 

30 A in· the First Schedule to. the. Insurance Act . 

.. 

3S 

. E;.planati~n 1.-For .the purposes of p~agraph'l, 

(a) "relevant actuarial •. investigations'; meahs such mini
mum .number .ot latest. actuar1111 , inve•tlglltlona .as at dates 

. earlier than the 1st day of January, 1955 (not being less than 
· two in s·ny c11se), 11s would leave .the period intervening be,. 
tween the date as at which the actuarial investigation im
mediately preceding the first of such .investigations ·was made 

2j". 
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·and the dat~ as at which the last of such investigations was made, 

to be not less than four years; . 

. (b) "average business in force" means the average of total 
sums assured by the instirer {including any bonus) in respect 
of his controlled business as on the 31st day of December of. S 
each of the relevant calendar years. 

Explanation 2.-For the purposes of paragraph 1, where an 
insurer . has allocated to share-holders more· than 5 per cent. 
of any such surplus as is referred to therein the insurer shall be 
deemed 'to have allocated only. ·5 per· cent. of the sui-plus and where xo 
an insurer has not allocated any such surplus to share-holders or 
has allocated to share-holders less than 3! per cent. of any 
such surplus, the insuter shall be deemed to have allocated 3! oer cent. 
of the su;plus. . . ,_ 

Explanation 3.-In the ca;e of any insurer incoq,orated outside I5 
India, the annual average of the share of the surplus allocated to 
share-holders for the purposes of paragraph 1 shall be deemed to be 
the annual. average of the surplus as disclosed in the abstracts 
J:rPpared in accordance with Part II of the Fourth Schedule to the 
Insurance Act in respect of the· relevant actuarial investigations :.1° 
multiplied by a figure which is the average of the two figures men-
tioned below:- · 

(i) a figure representing the proportion which the sharP. 
'allocated to share-holders out of the surplus in respect of the 
world business of the · insurer (such share being computed 2 S 
S\lbject to the provisions of Explanation 2) bears to the whole 

. of such .surplus as ascertained with reference to the la~t actu-
arial investigation relating to such business as at ~ date earlier 
than the 1st day of January, 1955; and 

·· (ii) a figure representing the proportion which the share 30 
allocated to share-holders out of the surplus in re?pect of the 

· world. business of the insurer (such share being computed sub
ject to the provisions of ·Explanation 2) bears to the whole _of 
such surplus as ascertained with reference to the. a~tuanal 
investigation relating to such business immediately precedmg the 3S 
actuarial. investig'ation refened to in ~lause (i): 

· · Provided th~t in the case of any such insurer in respect of whom 
ah" order has. been. made under section 35 the amount computed as 
follows shall be deemed to be the annual average. of the surplus:-
~- .. , . . . . ~ 

·· ' (a) there· shall be· deducted from the annual average of the 
surplus, interest at 3! per cent. per annum for one Y"ar calcu-
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35 

25 
' Iated on the assests specified in. any 6rder made under sub-

section (2) of section 35; ! -- • .. 

·· . (b) with respect to the balance airi~ed at ll'llder ciause (a), 
· there shaU ··be 'computed ·an .amount that~ bears·; the .~ame pro
portion to the said balance as.·· the·: liability :on : policies ap
pertaining to the controlled business of the insurer, other than 
those expressed in· any foreign .c1ll'rency issued on the lives of 
persons who are not citizens of India, .. bears to the liability in 
respect. of all ·policies appertairiing to such business, the · lia
bilities on policies. being computed as at· the 31st day d De
cember, 1955, in accordance with •theC·prbVlsions contained in 
clause· (b~ of' the .Second Schedule:.·· ' · 

Piovidecf fUrther tha f.:,. ·, 

ral in anY.· case. i.vbere the order m~de Under 'section::'35' is 
wi~h .reference; to ~)lb-section (2) only, the preceqi'ilg·.·p~o~ro 

. shall have effect as if ~lause (b) had been omitted ,the:r;e;fr~ni; 
''atid ' 

I, .. -- . 
(b) iri any case where the ordet' made ·under section 35 is 

. with reference to sub-section (3) only, . the ni'ecedin~r nrbviso 
shall have effect as if--: · · 

.. 
'(i) clause '(a) had been omitted; ' . . . 

'(ii) in clause (b), the ~ords, b~ackets and letter ;,~th 
respect to the · balance arrived at under ·clause ·(a)!' 
had been omitted; for, the ' words. "the said balance" 

-the words,. "annuai · average of · the surjllus" · had been 
substituted; and for. the words,. brackets arid letter' "with 
the. provisions .contained in clause-- (b) of'', the words .. and 

-·letter "with method A specified in" had. been substituted. 
' ·'-~ -~ ..• _.-! 

Explanation 4.-Where an insurer is an insurer incorporated 
'outside india whose paid-up ·capital· is outsidi! India-· 

~. ·~ .. : ,; .. ~-: _!:'f.: • • .. t~ .. -- ---.; 

'(a) the provisions contl14te9)I?t- . .P~ril~fl.P.~. "~- S~!\ll have 
effect as if ·the words ~'less a sum equal. to. thaf part of tlie 

· · paid-up capital of the irisurl!r· ·ali rimy 'be 'determinea by the 
Central Government to be allocable .to"the-'control!Ied:businelis 
of the insur~r" W.!lr~.J!l~erted at the end .of .that paragraph; and 

. ~ I 

'(b) the provisions contained in para!tl"aph · 2 :!!half, haYe 
effect.as.,~,.,...., ..... ~··. . . . . , .. , _ ., ,_ 

: ., : "{tf th~ ·w~~d~ "with~ut ~ak!ng the' d~duction referred 
to in clause '(a) ·of Explanation 4"· had been inserted after 
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J.lobllltles. 
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-the words "hall the amount payable under paragraph ~"; 
and 

(ii) • the words begiiming with "plus the •paid-up capi
tal" and ending with "in the First Schedult!r· to the• Insur-
ance Act" had 'been omitted. 5 

• PART B 
' . 

. The compensation to be given by the Corporation to an insurer · 
having· a share capital on which dividend or bonus is payable who 
has not made any such allocation as is referred to in' Part A in res
pect of the last actuarial investigation as at a· date earlier than the IO 

1st day of January,.1955; shall be·an amount equal to the value of 
the assets of the insurer appertaining to his· controlled business in 
existence, on the 19th day of ..January, 1956, computed as at. that date 
m- accordance with the provisions of paragraph 3less the amount of. 
liabilities of tlie insurer· appertaining to such business in existence on 15 
the 19th day of. January, 1956, computed as at that date in accordance 
with the provisions of paragraph. 4. 

Paragraph 3.-(a) The market value. of ahy land. ot; puildings. 

(b) The market value * * • of any shares, securities or 
other investments held by the insurer. · · 20 

(c) The total amount of the premiums paid by the insurer in 
respect of all leasehold properties reduced in the· case of each such 
premium by anc amount which· bears to such premium· the same 
proportion' as the .. expired 'term. of the lease in respect of. which such 
premium shall have been 'pitid bears to the total' term· of the lease. 25 

(d) The amount of debts due to the insurer, whether secured or 
unsecured, to the extent to which they are reasonably- considered 
to be recoverable. 

(e) the amount of premiums which have fallen due to: the insurer 
on policies of life insurance but have not been paid and the days of 30 

gr.ace for payment of which have not expired. 

(f) The amount of cash held by the insurer• whether· in· deposit 
wifua bank or otherwise. 

' . . . 
(g)' The value of all tangible assets other than those falling within 

any of the preceding clauses. 35 

Paragraph 4.-(a) The total amount of liabilities of' the insurer 
to holders of policies in respe.ct of his controlled business on account 
of matured claims on which payment has to be made. 



(b) The total amount of liabilities of the insurer to ·holders of 
policies in respect of his controlled business which have not ma
tured for payment, the liabilities in respect thereof being calculat
ed on th~ following actuarial b11ses: ~ 

IO 

· (i) in respect of whole-)ife assura'nces and endowment as
surances, the mortality table to be used- shall be the Oriental 
(25735) ultimate mortali~ tabie, and an ~terest :rate of 3! per 
cent .. per annum shall be IJ.S~u~ed I!Ild for expenses 20 per cent .. 
of office premiums in the case of with-profit policies and 15 
per ce11t.. of office prelJliums in the ~a~e 9~ noJil;P:rof!t. poli,cies 
-~!;all be reserved; · · . · · · · · . . . 

(ii) .~n respect of other policies su~h actuarial pases 4et~
mined by the actuary making the valuati?n as . may be con
sistent with the basis specified in clause (i); and 

IS (iii) ·in determining the liabilities of insurers under clause 
(b) ·the actual:-y shall make all the usual provisions and re
~erves as are ordinarily done in ·such cases .. 

(c) Tb,e ~ot.a1 !l,II!QJJnt. of .all other liabilities of. the .. insu.rE)l" ... 
(d): Where, as a .. result of the ·actuarial valuation of policy 

20 liabilities.made.unqer.clause (b), the life insurance fund•is shown· to 
be in surplus, a sum. equal to 96 per cerit. of such surplus shall be 
deemed. to be a liability under this paragraph. · 

Explanation..-For the .purposes of this Part, in the case of an 
insurer incorporated outside India in respect of who~ an order under 

· 25 section 35 has peen made, the assets or the assets and liabilities, 
as the case may be, specified in 'the order shall be excluded.. 

PART C 

The eompensation to be given· by the Corporation to an insurer-'-
. . . . ' 

~a). P.aVin~ no share capital; OJi 

3.0 • (bt). havinblg ·a shar-e ~IJ.pital .. on which _a .dividend or POilU! 
IS no paya e; 

shaV, be_ in .t}Ie ~Orl)l Of ali adgition at the J;"ate Ofi. rupee one pel 
thousand in respect of the sum assured (excluding bonuses) unde1 
each. with-p:r;_ofit policy, I!Ild in the case of an his~rer ~ailing undeJ 

35 cl;mse· (b), such compensation shall also ~elude, a sum equivalenl 
to the paid cup capit!ll of the insurer to be paid to him: _. · 



tm: sE:co:Nn sciD:ourJ: 
\ . 

(See section 35) 

. PRINCIPLES FOR DETERMINlNG THE VALUE OF LlAlllLJ:TIES IN ... 

CERTAIN CASES 
/ 

· The total amount of the liabilities of an insurer incorporat;d S 
outside India for the purposes of sub-section (2) of section 35 shhll 
be the sum of the amounts computed in accordance· with the 
f?llo~ing provisions;....,- , · · · 

' (a): the iotai amount of liabilities of the insurer to holders 
of policies in· respeet of hiS controlled b~siness on account of IO 
matured claims on' which payment has to be' 'made; 

(b) the total aniD~i .ofl~abilitie~· of th~· ins~er ~o ho\ders 
of polici.Eis j,n respect of his· controlled business which have not 

. · matured ·for payment, tlie liabilities in respect thereof being . 
'the liabilities calculated'"in accordance with mellio"ci B below or IS 
the mean of the liabilities calculated i.J:; accordance with method 
A and method B below,, w:hichever is greater,. 

. ' •· • I• • , • lo.•·- • • • • . . 

Methoa · A.~Aetuarial·liabmty calcUlated •on the' ·'"safutl· base~· as 
~opted by· .the insurer- at the ·last actuarial· investigation as at• a 
date earlier than the 1st day of January, 1955. , . :z,o 

r Method B,-Actuarial ~ability calcUlated on the method known 
as the modified net premn~m method of valuation, the mortality 
table to be used being the Oriental· (25-35) 'ultimate mortality table " 
1m interest rate of 21 per cent. J:ler IIIU\'Ull). being assumed .and th~ 
allowance for first year expenses being Rs. 40 per thou~and rupees 2 •. 
of the sUm' assured by the policy. . '' ' . . " ' :>. 

Exp1anation t.~ll~fore ascert11i.ning the liability Wlder method A 
and method B, there .. shall be added to each with~ profit policy in 
force on .the 31st day: of December, 1955, (unless such addition has 
already beeii made) _bo~us a.t the Silme rate as declared at the said 3o· 

~ast actuarilll investigatiOn m resp~t of each year or part of a· 
year the policy had bee?- ~ force smce the date as at which ,the 
said last actuarial inyestigatlOn was .made, 
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ltxptanatiolt 2.-ln calculating the. liabilities in accordance with 
method A or method B,- ' 

(i) in respect of policies other than whole-life assurance 
and endowment assurance, such actuarial basis determined by 

S the actuary making the valuation as may be consist!)nt with the 
basis specified in the ll).ethod shall be !!mployed; and 

. (ii) the actuary shall make all· the usual provisions and 
reserves. as are ordinarily done in such cases. · 

-(c)' the total amount o{all other liabilities of the insurer. . . 



~HE THIR6SCHEDUL~ 

. {$ee ~1!40!1 3!i) 
0 •,· I • , • < 

PRINCIPLES FOR w;:TJ;;RMINING· COMl'ENSATION PAYABLE TO CHIEF AGENTS 

The. eompensation payable to a chief agent shall consist of 
seventy-five per cent. o( the overriding-:cominission specified in the S 
contract relating to , chie~ agency wit~ t~. ~1.\l'~r . on the . renewal 
premiums received by the Corporation during a period of ten years 
from the appointed day in respect of the business.procured by the· 
chief agent before the appointed day; and such compensation shall 
be determined and paid annually for the said period. · 10 

PRINCIPLES FOR_ DETERMINING COMPENSATION PAYABLE TO SPECIAL AGENTS 

The compensation payable -to a special agent shall consist of one
eighth of his annual average earnings during the p_eriod beginning on 
the 1st day of January, 1952, and ending on the 31st day of 
December, 1955, iri the form of everriding commissions in respect IS 
of business procured by ·him through insurance agents. 
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APPENDIX I 

(Vide para 2 of the Report) 

Motion in the Lok Sabha 

"That the Bill to provide for the nationalisation of life insurance 
business in India by transferring all such business to a Corporation 
established for the purpose and to provide for the regulation and 
control of the business of the Corporation and for matters connected 
therewith or incidental thereto, be referred to a Select Committee 
consisting of-

1. Shri B. G. Mehta 
2. Shri Syamnandan Sahaya 
3. Shri Anirudha Sinha 
4. Shri S. K. Patil 
S. Shri Shriman Narayan 
6. Shri C. P. Matthen 
7. Shri Feroze Gandhi 
8. Shri Radhelal Vyas 
9. Shri Raichand Bhai N. Shah 

10. Shti Upendra Nath Barman-
11. Shrl Bimalaprosad Chaliha 
12. Shri S. R. Telkikar 
13. Shri R. Venkataraman 
14. Shri Tek Chand 
15. Shri T. N. Singh 
16. Shri Tekur Subrahmanyam 
17. Pandit Krishna Chandra Sharrria 

'18. Shri R. R.- Morarka 
19. Shrl G. L. Bansal 
20. Shri M. D. Joshi 
21. Shrimati Sushama Sen 
22. Shri S. R. Rane 
23. Shri V. B. Gandhi 
24. Shri B. R. Bhagat 

25. Shri Sadhan Chandra Gupta 

31. 
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26. Shri K. Ananda Nambiar 
2:1. Shri Tushar Chatterjea 
28. Shri K. M: V,allatharas 

29. Shri M. S. Gurupadaswamy 

30. Shri K. S. Raghavachari 
31. Shri Tulsidas Kilachand 

32. SJITi U. M. Trivedi 
33. Shri G. D. Somani 
34. Shri R. V elayudhan 

35. Shri C. D. Deshmukh 

with instructions to report by the 16th April, 1956." 



: .. APPENDIX II 

(Vide parils of the Report) 

List of Associations who tendered their llfJidence before the Select Committee 

s. 
No. Name of the Association 

. Date em 
which the 
evidence was 

taken. 

I The Hindusthan CoMoperative Insurance Field-Workers' Association, 
Calcutta • • • . • • . • _. • 2-4-1956 

2 The Insurance Underwriters' Association of India, Calcutta _ 2.-4-1956 

3 

4 

The Bombay Life Underwriters'. Association, Bombay 2-4-1956 

The Federation of Indian Chambers of Commerce and Industry, 
New Delhi · 3-4-1956 

5 The All India Federation of Life Insurance Officers' Association. 
New Delhi 3-4-1956 

6 

7 

8 

The All India Insurance Employees' Association, Calcutta 3-4-1956 

The Insurance Club, Patna 3-4-1956 

The Overseas and Inland Insurers' Employeea Association, Calcutta • 4-4-1956 

9 The Indian Insurance Companies Association, Bombay . 

16 The Indian Insurance Companies Association, Calcutta 

II The All India Chief Agents' Association, New Delhi 

12 The·All India (Life) Chief Agents Associatinn, Bombay . 

13 The Life Insurance Special Agents Association, New Delhi 

14 The Bombay Shareholders Association, Bombay 

15 The All India Life Insurance Employees Ass9ciation, Bombay 

16 The Kanpur Insurance InstitUte, Kanpur 
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. 4-4-1956 

5-4-1956 

5-4-1956 
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5-4-1956 
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APPENDIX m 
I 

First Sitting 

The Committee met from 10 A.M. to 10-45 A.M. on Thursday, the 
22nd March, 1956. 

PRESENT 

Shri Balvantray ~opaljee Mehta-Chairman. 

MEMBERS. 

2. Shri Anirudha Sinha. 
3. Shri C. P. Matthen 
4. Shri Raichand Bhai N. Shah 
5; Shri T. N. Singh . 

· 6. Shri Tekur Subrahmanyam 
7. Pandit Krishna Chandra Sharnia 
8. Shri R. R. Morarka 
9. Shri M. D. Joshi . 

10. Shrimati Sushama Sen 
11. Shri V. B. Gandhi 
12. Shri B. R. Bhagat 
13. Shri Sadhan Chandra Gupta 
14. Shri Tushar Chatterjea 
15. Shri K. M. Vallatharas 
·16. Shri M. s. Gurupadaswamy 
.17. Shri K. S. Raghawchari 
18. Shri Tulsidas. Kilachand 
19. Shri U. M. Trivedi 
20. Shri G. D. Somani 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. , 

DRAFTSMAN 

Shri G. R. Ra~agopaul, Additional $ecretary & Chief Drafts
man; MintBtry of Law. 
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REPRESENTATIVES ·oF MINISTRIES AND OTHER OFFICERS • 

Shri H. M. Patel, Secretary, Department of Economic 
Affairs, Ministry of -Finance. 

· ·. SECRETARIAT 

Shri P. K. Patna!Jt-Under Secretary. 

2. The Committee held a preliminary discussion on the pro
gramme to be adopted by them. 

' . . . 
3. The Committee decided to hold their next sitting on the 2nd 

April, 1956, and to sit from day to day till the 9th April, 1956. 

4. The Committee considered _whether any evidence would be 
taken by them. The Chairman informed the Committee that re
quests in this regard had so far be_en received in the Lok 'sabha 

. Secretariat from three associations and one individuat-

5. It was decided that only associations or public bodies desirous 
of presenting their suggestions or views before the Committee in 
respect of the Bill should be asked to send written memoranda 
.thereon to -the Lok Sabha Secretariat. 

. . . . 
6. The Committee authorised the Chairman to decide, after exa

mining those memoranda, whether any Association should be called 
to give oral evidence before the Committee. 

7. It was also decided that evidence if any; might be taken on the 
2nd and 3rd April, 1956. 

8. The Chairman suggested that necessary material relating to 
the' Bill should be made available to the members before the next 

. sitting of the Committ~e. 

9, The Chairman also suggested that notices of amendments to 
the Clauses of th~ Bill should be sent well in advance to the Lok 
Sabha Secretariat for circulation to the members pf the Committee . 

• 
10. The Committee then adjourned to meet again at 9-30 A.M. on 

Monday, the 2nd April; 1g56. 



n 
Second Sitting 

The Committee met from 9-30 A.M. to 12-20 P.M. on Monday, the 
2nd April, 1956. · 

PRESENT 

Shri. Balvantray Gopaljee Mehta.!..Chairman. 

MEMBERS 

2. Shri Syamnandan Sahaya 

3. Shri S. K. Patil 

4. Shri Shriman Narayan 
5. Shrf C. P. Matthen 

6. Shri Feroze Gandhi 
7. Shri Radhelal Vyas 
8. Shri Raichand Bhai N. Shah 

9. Shri S. R. Telkikar 

10. Shri T. N. Singh 

11. Shri Tekur Subrahmanyam 

12. Pandit Krishna Chandra Sharma 

13. Shri M. D. Joshi 
14. Shrfmati Sushama Sen 

15. Shri S. R. Rane 
16. Shri V .. B. Gandhi 
17. Shri·B. R. Bhagat 

18. Shri Sadhan Chandra Gupta 

19. Shri K. Ananda Nambiar 

20. Shri K. S. Raghavachari 

21. Shri G. D. Somani 

22. Shri R. Velayudhan • . I 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present . 

. DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary & Chief Drafts
man, Ministry of Law. 
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REPRESENTATIVES OF MINisTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economie 
Affairs, Ministry of Finanee. 

SECRETARIAT 

Shri N. N. Mallya-Deputy· Seeretary. 
Shri P. K. Patnaik-Under Secretary. 

WITNESSES 

I. Hindusthan Co-operative Insuranee Field-W01·kers' . Associa
tion, Calcutta: 

Shri S. B. Chanda 

II. Insurance Underwriters' Association of India, Calcutta: 
1. Shri s: S. Ali 
2. Shri Ajoy Ray Chowdhury. 

III. Bombay Life Underwri~ers' Association, Bombay: 
Shri R. N. Chopra 

2. The Committee heard the evidence tendered by the represen-
'tatives of the three associations named above. · 

3. A verbatim record of the evidence tendered was taken down. 

4. The Committee then adjourned to meet again at 9 · A.M.· on 
Tuesday, the 3rd April, 1956. 



m 

Yhird Sitting 

· The Committee met from 9 A.M. "to 12-50 P.M. on Tuesday, the 
3rd April, 1956. 

PRESENT-

Shri Balvantray Gopaljee Mehta-Chairman 

MEMBERS 

2. Shri S. K. Patil 
3. Shri C. P. Matthen 
4 .. Sbrl Feroze Gandhi 
5. Shri Raichand Bhai N. Shah 

\ 

6. Shri S. R. Telkikar 
7. Shri T. N .. Singh 

8. Shri Tekur Subrahmanyam 
9. Pandit Krishna Chandra Sharma · 

10. Shri R. R. Morarka 
11. Shri M. D. _Joshi 
12. Shrimati Sushama Sen 
13. Shri S. R. Rane 
14. Shri V. B. Gandhi 
15. Shri B. R. Bhagat 
16. Shri Sadhan Chandra Gupta 
17. Shri K. Ananda Nambiar 
18. Shri K. S. Raghavachari 
19. Shri G. D. Somani 
20. Shri R. Velayudhan 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. 

DRAFTSMAN. 

Shri B. N. Bhatia, Deputy Draftsman, Ministry of Law. _ 
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REPRESENTATIVES OF M!NISTRIES AND OTHER OFFICERS 

Shri B. K. Kaul, Joint Secretary, Ministry of Finance. 

SECHET~AT· 

Shri P. K. Patnaik-lJnder Secretary. 

WITNESSES· ' . 

I. Federation of Indian Chambers of Commerce and _; Ind'list,:Y; 
New Delhi: 

1. ·shri Lakshmipat Singhania 

2. Shri Kamalnayan Bajaj 
3. Shri Madan Mohan Ruia 

II. AU India Federation of Life Insurance Officers' Association, 
New Delhi:· 

1. Shri G. S. Agarwala 

2. Shri Mangal Dass 
3. Shri P. K. Kunte 
4. Shri G. K. Roy 

III. AU India Insurance Employees' Association, Calcutta?· .r 

1. Shri Rajni Patel 
2. Shri Chandrasekhar Bose 
3. Shri M. R. Paranjpe 

IV. Insurance Club, Patna: 
Shri B. Sahay. 

2. The Committee heard the evidence tender:ed by .the reptesen-
tatives of the four ·associations named above. · 

3. A verbatim record of the evidence tendered was taken down. . - . . -- . . ~ . 

4. The Committee then aC!journed to meet again at 9 A.M.. on 
Wednesday, the 4th April, 1956. 



- IV· 

Fourth· Sitting 

The Committee met from 9-A.M. toclP.M. on Wednesday, the 4th 
April, 1956. 

PRESENT 

Shri Balvantray Gopaljee Mehta-Chairman.' 

MEMBERS 

2. Shri S. K. Patil 
3. Shri C. P. Matthen 

4. Shri Feroze Gandhi 
5. Shri Raichand Bhai N. Shah _ 
6. Shri S. R. Telkikar 
7. Shri Tek Chand 
8. Shri T. N. Singh-

9. Shri Tekur Subrahmanyam 

10. Pandit Krishna Chandra Sharma 

11. Shri R. R. Morarka 

12. Shri M. D. Joshi 
13. Shrimati Sushama Sen 
14. Shri S. R. Rane 
15. Shri V. 1,3 •• Gandhi 
16~ Shri B. R. Bhagat 

17. Shri Sadhan Chandra Gupta 
18. Shri K. Ananda Nambiar 
19. Shri K. S. Raghavachari 

20. Shri G. D. Somani 

21. Shri R. Velayudhan 
22. Shri C. D. Deshmukh 

Shri M. C: Shah, Minister of Revenue & Civil Expenditure 
was also present. 

' DRAFTSMAN 
Shri V. N. Bhatia, Deputy Draf~an, Ministry of Law. 
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4I 
REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H: M. Patel, Secretary, _Department of Economic 
Affairs, Ministry qf Finance, 

SECRETA1UAT .. ,· 
Shri P. K P~tnaik, Under Secretary. 

WITNESSES 

I. Overseas and Inland Insurers', Employees Association, Calcutta. 
1. Shri B. Maitra. 

2. Shri N. K: Das. 
3. Shri T. Bose. 

II. The Indian Insurance Companies AssociaPion, Bomba11. 
1. Shri A. D. Shroff. 
2. Shri R. M. Desai, 
3. Shri B. K Shah. 

· 4. Shri M. G. Mody. 
5. Shri T. K. Desai . 
. 6. Shri B. K. Setalvad. 

III. The Indian Insurance Companies Association, ·calcutta. 
1. Shri D. Das Gupta. 

2. Shri B. K. -.Setalvad. 

2. The Committee heard the evidence tendered by the represen
tatives of the three associations named above. 

3. A verbatim record of the evidence tendered .was taken down. 

4. The Committee then adjourned to meet !!gain ;at :9 A.M. on 
'l).)ursday, the 5th April, 1956. 



v 
Fifth Sitting 

The Committee met from 9 A.M. to 12-40 P.M. on Thursday, the 
5th April, 1956. 

PRESENT 

Shri Balvanbay Gopaljee Mehta-Chairm.an. 

MEMBERS 

2. Shri C. P. Matthen 

3. Shri Feroze Gandhi 

4. Shri Raichand Bhai N. Shah 
5. Shri S. R. Telkikar 

6. Shri R. Venkataraman 
7. Shri Tek Chand 

8. Shri T. N. Singh 

9. Shri Tekur Subrahmanyam 

10. Pandit Krishna Chandra Sharma 

11. Shri R. R. Morarka 

12. Shri M. D. Joshi 
13. Shrimati Sushama Sen 
14. Shri S. R. Rane 

15. Shri V. B. Gandhi 

16. Shri B. R. Bhagat 

17. Sliri Sadhan Chandra Gupta 

18. Shri K. Ananda Nambiar 

19. Shri K. S. Raghavachari 

20. Shri Tulsidas Kilachand 
' 21. Shri G. D. Somani 

22. Shri R. Velayudhan 

23. Shri C. D. Deshmukh 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was .jillso present. 

DRAFTSMAN 
Shri V. N. Bhatia, Deputy Draftsman, Ministry of "Law. 
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REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, .Department of Economic 
_Affairs, Ministry of F!nance. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

WITNESSES 

I. All India Chief Agents' Association, New Delhi. 

1. Shri J. D. Dhingra. 
2. Shri R. N. Chatterjee. 

3. Shri R. R. Nag Paul. 

II. The All India ~Life) Chief Agents Association, Bombay. 

1. Shri N. M. Jalundhwala. 
2. Shri A. H. Kulakarni. 
3. Shri K. Janardhan Pai. 
4. Shri S. A. Ramaswamy. 

III. Life Insurance Special Agents ·Association, New Delhi. 

L Shri M. ·M._Ahuja. 1 

2. Shri L. B. Kotak. 

IV. The Bombay Shareholders A-ssociation, Bombay. 

1. Shri Dhirajlal Maganlal. 
2. Shri G. M. Shah. 

V. The All India Life Insurance Employees' Association, Bombay. 

1. Shri R. A. Menezes. 
2. Shri Sailen Ghosh. 

· 3. Shri R. D. Chitre. 
4. Shri V. N. Gupta. 

VI. The Kanpur Insurance Institute, Kanpur. 

1. Shri S. N. Purl. 
2. Shri B. Chakravarti. 

3. Shri M. C. Desai. 

4. Shri H. L. Soni. 

5. Shri T. P. Srivastava. 

2. The Committee heard the evidence tendered by the represen
tatives of the six associations named above. 
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3. A verbatim record of the evidence tendered was taken down. 

4. The Committee decided' that the evidence tendered before them 
.should be laid on the Table of the Hous~ in extenso. 

· 5. The Committee felt that it would not be possible for them to 
complete their work by the 16th April, 1956. 

6. The Committee, therefore, decided to ask for extension of time 
for presentation of the Report upto the 30th April, 1956. 

7. The Chairman was authorised to move the necessary motion 
in the House. 

8. The Committee then adjourned to meet. again at :9-30 A.M. on 
Friday, the 6th April, 1956. 



VI 

Sixth Sitting 

The Committee met from 9~30 A.M. to 12-30 P.M. on Friday, the 
6th April, 1956. 

PRESENT 

Shri Balvant7ay Gopaljee Mehta-Chairman. 

MEMBERS 

2. Shri Anirudha Sinha 

3 .. Shri Shri,man Narayan 
4. Shri C. P. Matthen 
5. Shri Raichand Bhai N. Shah 
6. Shri S. R. Telkikar 
7. Shri R. Venkataraman 
8. Shri Tek Chand. 

!l. Shri T. N. Singh 
1 0. Shri Tekur Subrahmanyam 
11. Pandit Krishna Chandra Sharma 
12. Shri R. R. Morarka 
l.'i. Shri M. D. -Joshi 
14. Shrimati Sushama Sen 
1.5. Shri S. R. Rane 
16. Shri V. B. Gandhi 
17. Shri B. R. Bhagat 
18. Shri Sadhan Chandra Gupta 
19. Shri K. Ananda Nambiar 
20. Shri K. S. Raghavachari 
2f. · Shri Tulsidas Kilachand 
22. Shri U. M. Trivedi. 

23. Shri G. D. Somani 
24. Shri R. Velayudhan 
25. Shri C. D. Deshmukh. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
. was also present. 
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DRAFTSMAN 

Shri S. K. Hiranandani, AdditiOnal Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF MINisTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic Affairs, 
Ministry of Finance. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee decided to have a general discussion. on the 
provisions of the Bill in resp~ct of the following matters:

(i) Administralive set up. 
(ii) Competition. 
(iii) Employees. 
(iv) Agencies. 
(v) Compensation. 
(vi) Foreign life business. 

3. The Committee first discussed the administrative set up, 
including the question as to whether there should be a single cor
poration or more. 

The consensus of opinion of the Committee was in favour of the 
administrative set up as envisaged in the Bill. 

4. The Committee then discussed the question of 'competition'. 
The desirability as well as possibility of introducing some :element 
of competition in the proposed organisation in order to ensure its 
efficiency was considered. 

5. The Committee thereafter discussed the question of 'em- ' 
p~oyees'. In this regard the following points were considered:--:-

(i) Absorption of the salaried staff, field workers ·and the Chief 
Agents' staff. 

(ii) Restriction on the transfer of subordinate staff from one 
zone to another as far as practicable. ' · 

(iii) Compensation on termination of employment. 

6. The Committee then adjourned to meet again at 10 A.M. on 
Saturday, the 7th April, 1956. 



Seventh Sitting 

The Committee: Il_l_et .from, 10: A.:M. ·tod::e.M:::oir:Satiihlayt' tlie 7th 
Apdl, 1956. ·'"~Hie. 

PRESENT 

__ ._;,; '-"m Sbd:.l3a1-yantraY, qopaljee cMehta-9'Chainiran;c_ 

"':MEP.mERi· 
u K.i. 2: Shrf Aninidb.a' siilha'''';;;c':c:: 0' 

3. Shri C. P. Matthen 
4. Shd Feroze Gandn1 
5. Shri Raichand Bhai N. Shah 

6. Shri S. R. Telkikar 
7. Shd R. Venkatara,man 
8. Shri Tek Chand 
9. Shri Tekur Subrahmanyam 

10. Pandit Krishna Chandra Sharma. 

11. Shri R. R. Morarka 
12. Shrimati Sushama Sen 
13. Shri B. R. Bhagat 
14. Shri Sadhan Chandra Gupta. 
15. Shri K. Ananda Nambiar 
16. Shri K. S. Raghavachari 
17. Shri Tulsidas Kilachand 
18. Shri U. M. Trivedi 
19. Shri R. Velayudhan. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. _ . . 

DRAFTSMAN 

Shri S. K. "iranandani, Additional Draftsman, Ministry of 
Law. -

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of . Economic 
· Affairs, Ministry of Finance. 
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SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee resumed general discussion on the provisions 
of the Bill,_ 

3. The Committee discussed the following matters:
(i) Foreign Life business. 
(ii) Compensation. 

4. The Committee decided to take up' clause by clause considera
tion of the Bill from their next sitting. 

5. The Committee then adjourned to meet again at- 9 A.M. on 
Monday, the 9th April, 1956. 



vm 
Eighth Sitting 

The Committee met frqm 9 A,M. to 10-30 A.M. and from 10-50 A.M. 

to.1 P.M. ,on Monday, the 9th April, 1956. 

/ 

PRESENT 

Shri Balvantray Gopaljee Mehta-ChaiTman. 

MEMBERS 

2. Shri Anirudha Sinha 
3. Shri S. K. Patil 

4. Shri Shtiman Narayan 
5. Shri ·c. P. Matthen 
6. Shri Feroze Gandhi 
7. Shri Radhelal Vyas · 

8. Shri Raichand Bhai N. Shah· 
9. Shri S. R. Telkikar 

10. Shri R. Venkataraman-

11. Shri Tek Chand 

12. Pandit Krishna Chandra Sharma 
13. Shri R. R. Morarka 
14. Shrimati Sushama Sen 
15. Shri B. R. Bhagat 
16. Shri Sadhan Chandra Gupta 
17.· Shri K. Ail.anda Nambiar 

18. Shri K. S. Raghavachari 
19. Shri Tulsidas Kilachand 
20. Shri U. M. Trivedi 
21. Shri G. D. Somani 
22. Shri C. D. Deshmukh. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. 

J:lRAFTSMAN 

Shri S. K. Hiranandani, Additiona~ Draftsman, Ministry of 
Law. · · 
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so 
REPRESENTATIVES OF MINISTRIES AND OTHEJ! OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic 
Affairs, Ministry of Firnmce. 

;SECRET~'!!'Ii 

, .. , _.Sl¢, ]',, .E;. )"atJ1ai~TIJ;n(ler .Secretary·, ; .. 

2. The c~m~itte~ to~k uJ,icrause·:by clause consideration of the 
Bill. " :-:;.,:. · ·. · , 

3. Clause 2.-The following Government amendment was accept-
ed:- ..... -,\~'\'::.:~,') -·-' ·- ' " ' 

In page 3, line 7,-
for "14" substitute "15". 

The clause as ap1ended was adopted. r. 

4. Clauses 3 & 4.-These clauses 1were" adoptetl:ti without any 
amendment. · ' 

5. Clause 5.-This clause was held oVfi!'" . . . 

6. The Committee rose at 10-25 A.M. and•reassetnbled at 10-55 A.M., 

7. Clause 11.-The following amendni.imt was accepted·:
In ·page 4, line 16,-

add at the end-
"of the community". 

The discussion on this clause ·was not concluded. 

8. The Committee then adjourned to m~et again at 9-3!Y A.IVi. on 
Tuesday, the lOth April 1956. · · ' · · · · · 



IX 

Ninth. Sitting · · 

The Committee met from.9-30 A.M .. ,to 12--15, l'•M· ,on l'uesday, the 
lOth April, 1956. . . . . . . . . . . 

PRESENT 
.·;.. 

Shri Balvantray Gopaijee · Mehta-Ghairman. 
,·· -· • , . ' . ':·. -~ _:_.r .(l j·;_!!.? 

MEMBERS 

2. Shrl' Anirudha Sinha! ·: I · r 

3. Shri S. K. Patil 

4., Shri Feroze Gandhi· ,, 
5. Shrl Radhelal Vyas 

6. Shri Raichand Bhai N. Shah 

7. Shri S. R. Telkikar 
R. Shri R. Venkataraman: .. •. ,. f,, 

9. Shr1 Tek Chand 
· 10. Shri T. N. Singh · ' ,. · · 

11. Pandit Krishna Chandra Sharll)ll 

12. Shri R. R. Morarka 
13. Shri G. L. 'Ba~sal ' 

·. 14. Sh~i M: p, Joshi'"~·' 
15 . .Shrlmati .Sushama' Sen: 
16. Shrl S: R. Rane 
17. Shri V. B. Gandhi 
18. Shri B. R. Bhagat 

' . 

19. Shri 'Sadhan' Chandra·Gllpta 
20. Shri K. Ananda Nambiar 
21. Shri K. S. Raghavachari 

22. Shri Tulsidas. Kilachand . 
. •t23 .. Shri U.trM. Jllrivedi. .,,, 

24. Shri G. D. Somani 

25. Shri C. D. Deshmukl:i:w'' · ... , 

IShri' Md::. · <Shah;•1Ministet·•of>• Revenue, and ·<Ll~~i;b •Expe.n.(\1-
.. ~- Wl'e .wa!r•also'present. • 
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~:a 

DRAFTSMAN 

Shri S. K. Hiranandani, Additional Draftsman, Ministry of 
Law. 

REPRESENTATIVES OF MINISTRmS AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic 
Affairs, Ministry of Finance. 

SECRETARIAT 

Shri P. K. Patnaik-Under Secretary. 

2. The Co,mmittee rE)sumed clause by clause consideration of the 
Bill. 

3. Clause 6 (continued): The following further amendment was 
accepted:-

In page 5, line 4,
dele;te "life insurance". 

The clause as amended was adopted. 

4. Clause 7.-The following Government . amendment was 
. accepted:.-

In page 5, after line 32, insert-

"(3) Where any such assets are subject to any trust 
referred to in sub-sectron (6) of section 27 of the 
Insurance Act or to any other trust for the benefit of 
policy holders, the assets shall be deemed to have 
vested in the Corporation free from any such trust." 

The clause as amended was adopted. 

5. Clause 8.-The following amendment was accepted:

In page 6, line 13,-
after "fund" insert,-

"or any fund set aside for the grant of monetary benefits 
in recognition for the past services rendered by any 
employee". 

The Draftsman was directed to check it up. 

Thereafter the questions as·to whether the trust moneys relating 
to superannuation or provident funds should vest in the Corpora· 
tion and whether the previous trusts should be abolished were dis
cussed. Government undertook to further examine the position. 



5~ 
6. clause 9: The following amendment was accepted:-=-

' In page 7, lines 11 and 12,-
for ''superannuation or provident fund moneys" substi

tute,-
"any fund constituting a superannuation fund, a provi

dent fund, or any other fund for the - granting of 
monetary benefits in recognition of the past services 
of employees." 

The Draftsman was directed to check it up. 

· The clause as a,mended was adopted. 

7. Clause 10: The following amendments were accepted:

(i) In page 7, line 36,-
delete "to any employee of the Government or" .. 

(ii) In page 8, line 10,-
'<ldd at the end-

"and such compensation shall be in addition to and not 
in substitution of any benefits such employee may be 
entitled to, on such ter,mination under any contract, 
express or implied, agreement or Award". 

The Draftsman was directed to check it up. 

Then the question of absorption of. the staff employed by the 
Chief Agents was discussed. A suggestion made by the Minister of 
Finance that as far as possible such staff would be absorbed subject ' 
to proper screening, was accepted by the Committee. 

The Drafts,man was directed to suitably provide for the same in 
this clause. 

Subject to the above, the clause as amended was adopted. 

8. The Committee then adjourned to meet again at 3 P.M. on 
Monday, the 16th April, 1956. 



-:.~::: .. ,.::c... -'"' __ .,.T'ln~h6!j~t~in~ __ >::J: -.::c.:· 
-:o ~The- Committee :met--from- -3: ·u.f.·-~<Fii-2~-P;MFon Monday, the 
~-::16th--Aprl~ 1956;o -~~:~------:..- :::::._·: ::~, ~ ·.:~~~:~;. -~-- ....... . 

PRESE~T:ecc_·.c:C_.: ~ -·' 
.-:~;; ~: :-::>·:~-) l-l, •• ··.:·.·:.:;:: ..... ·- ~--· :·.C. ....... ;~ 

Shri Balvantray Gopaljee Mehta...,...Chairman. 
·------.'-----~ :: .. . ,_ ' ·_.-. :~:) -.:;- __ ';_' 

~:~::...:>·.:::J.~ -~.:..-.:. c .. :.· ::.>:t-~ERs· .. ·· .. ~ .. 

2. Shri Anirudha Sinha c.:i' 

3,'ShrFS,·K>Patil-::.: ~- • · ·>:._ .. 
4. Shri Feroze Gandhi -·-. 1 

5. Shri Bimalaprosad Chaliha 
: ... lf!'Shri· s.i-:R. '':Felhlar·· 
'"' 7.' shli·:R . .:V~riklitaraman · -•J 
· ... ·) . :: .. ·.:..::...:::;.:.: --~--~----·- .. ·--~- -----~: 

s. ·s~·:.'!'-... ~.-~1}-gh:-.-.. -. __ :~ __ : .... _.:.~ -~-- . .-
9. Pandit Kri~hna ~handra Sharma 

·'--·- -- ------~-' u. ~---·---- :-::. 
10. Shri R. R. Morarka 

''rt: shl.i.-G .. i;. Bansal·' . < 
.: ~K:~ki.~(I>,,-j-9siri· .. , .. ,·_ 

13. ShrimatLSusliama S_en: . 

. -14. Shri S. R. Rane , .: . 
·- • - •• - • -- -- .J. • • • • -. 

15. Shri V. B. Gandhi 
.16,rShri B., R. .Bhagat . . . .. 
·J7~ -Shri cS~dha~ Chartdra Gupta. 
·iS: siiri :K: An:aD.d.~ .Nambi~"·· 
19. Shri K. M. Viillatharas 

20. Shri M. S. Gurupadaswamy 

21. Shri K. S. Raghavachari 
22. Shri Tulsidas Kilachand 
23. Shri C. D. Deshmukh . 

. Shri M. C. Shah, Minister of Revenue and Civil Expendi· 
ture was also present. 
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DRAFTSMAN 

Shri S. K. Hiranandani, Additional Draftsman, Ministry of 
Law. 

REPRESENTATIVES. OF ·MINisTRIES AND OTHER OFFICERS 

Shri H. M. Pa~el, Secretary, Department .of Es;onomic 
Affairs, Ministry· of Finance. ' · · 

:. lL ~ 1 
SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 
. ' 

2. The Committee· resumed Clause by 'clause consideration of the 
Em · • 

3. Clame 11: The Clause was adopted without any amendment. 
4. Clause 12: The following Government amendment •was accept-

ed:- . - :,. :--~ .r 

In. page 9, line 5,- ,. 
After "by such insurer'' insert "before the l9th · day of 

January, 1956." • 
The clause as amended was adopted. · • 
The Committee also decided that a reeo~mendation: Dlight be 

made in their Report to the effect that in order to ·ensure security 
to the policy-holder, Government may, while approY!ng the scheme, 
be liberally disposed to see that tll.e losses,, ·if any, to tlie . policy-
holder are minimised as far as possible. · · · · · · · · 

. ·' ' ' .; 

5. Clame 13: The following amendment was accepted:
In page 9, line 12,-

For "two years" substitute;..:..."five years": 
• • • 1 r·: .r "'fl ,. ' · 

The clause as amended was adopted. 

6. Clause 14: This clause was held .over. 
.I I 

7. Clause 15: The following amendment was ·:accepted.: -"'1 

In page 10, line 17,- ' . 

1 · · for "a Thribunal", substitute,-"one or. more Tl'ibunals each'' 
. The clause as amended was adopted. 

8. Clause 16: The · following Government amendment was 
,,,accepted:.·. 
. . In page 11, line 7,- • 

. afte?;·,"Delhi", insert "Kanpur'': 
. . . ' ' 

The clause as amended was adopted. 

9. The Committee then adjourned to· meet 
Tuesday, the 17th April,1956. ·· 

again at 9 A.M. on 

'i 



· ~l~vl!~t!t S~ttipg, · 

The Comi:ni.ttee met frQg~ ,9. A,~ to lQ~3Q A.r.J .• o~ Tuesday, the 
17th April, 1956. · . . . . . . . . .. 

. ~;RES~. 

~J,u:i B~~van~r!ly ,Gop!ll~ee r.l;e}.ltp.;-<(h~~rm;an 

MEMBERS 

;!. Shr~. A..nJl'Yqha ::j,mpa • , ; . 
. 3, .,ShttJIM.nalap;ollac;l; , QQ.Jllih.a 
4. Shri R. V enkataraman 
5. Pandit Krishna Chandra Sharma: 

' . '. T "' ; ' ., ',- • • '; ' . .• :. ; ... ! 

· 6. Shri R. R. Morarka 

7. Shri G. L. Bans~, · 
,B., f:\:ju.i, ,¥, Ij .. .t qshi, 
9 .. ~it:nati SullhJ!l):!.!l ;Se:Q. . 

to. Shri •s, R.·Rane 
11. shri' B:. R'. Bhagat ... 
12. Shri Sadhan Chari.h-a Gupta 
13. Sbrl' K. Arianda Na~biar : ' . 

14. Shri K. ~~. V,illJ}~'~il!~. 
15. Shri M.' S. Gurupadas"!'amy r " , . • . .. . ., 
16. Shri K. S. Raghavacharr 
17. Shri Tulsidas Kilachar.·d' 
18. Shri, u,· M. Trivedi 

19. Shri G. D. Somani. 

Shri M. c. Shah, Minister of Revenue. and Civil Expendt-
ture was also preserit.. · ·· . ·. ., 

· DRAFTSMAN. 

Shrl s. K. Hiranandani, 1-dditional Draftsman, Ministry ·af 
Law. : · 

REPRESENTATIVES OF M:INISTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secreta~y,'Depart'ment of Economic Affair& 
. Ministry. Pf}i'inanc;e, . . · , .. , . . . . ' 
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, . H_ . i .,-,. 
SECRETARIAT 

Shri P. K. Patnaik, U.nder Secretary. 

2. The Committee resumed ciause .by clause 'cbrlsiaeration. \:lf thl!-
Bill 

- iezause- i7:· .the·-'c"omlriittee adopti!d 'the folJo\ving ~evised 
ciii.Use, 'proposed hy Govetrunent; in substitUtion · of. the· original· 
clin:is'e 1'7': ·:' o 1 • · . " . · . _I ·: " · · • 

-···· .~-' .•.• , . ~ ., , •. ~ _,-.r: rtl ' : ~ · __ j •••• _ , 

.-.~'17.,.'(1) The; Corporation ,may entrust the general superinten~ Commtttees 
denc~. and direction of its affairs and: busin~s to. an: ;Ex~utive ;!~0~ 
Coll}uyttee. coru,isting of nut more than five of its members and the 
EXIeC'\ltive Committee may· exercise--all powers ;md do ;ill such acts 
and things as ID!lY, be delegated to it by the Corporation., . r 

(2y 'riie e§rpciratiori may lil.so: coruititUte 'ari investth~:t;J-t' ci:im~ l 
mittee for the purpose ()f advising it in matters relating to tlie m-. 
vestment of its funds:,. and the lnwstment -committee shall consist 
of not more than. seven members of whqll} not less,than·~ee shall 
be members of the Corporation and:.the_:remaipi,ng :members shall 
be persons (whether members of the Corporation or not) who have 
special knowledge and experience in financial matters, particularly, 
matters relating to investment of funds. 

(3) The Corporation may continue .such other Committees as it 
may think fit for the purpose of discharging such of its functions 
as may be delegated to them." 

The Committee noted the assurance given by the Minister of 
Revenue and Civil Expenditure that an Investllllent Committee will 
be appointed. · 

4. New. Clause 17A: A new clause a~ follows, proposed by Gov· 
ernment, was adopted:-

"17A. The Corporation inay appoint one or more persons to be Managing 
the Managing Directors or Directors of the Corporation, and every Direct on. 
Managing Director shall be a whole-time officer of the Corporation 
and shall exercise such powers and perform such duties· as may be 
entrusted or delegated to him by the Executive Committee or the 
Corporation.~> · 

5. Clause 18: The Committee decided that the directions given 
by the Central Government should be given in writing. The Drafts· 
man was directed to suitably provide for the same in this clause. 

Subject to the abo~e, the clause was adopted. 



. ~~' ' 

~- Clause i9: The following Government amendment :was accept. 
ed:- ' 

In p~ge 12,- ·. 

after ,line. 3; insert-

"(3) The Corporation shall constitute in the p1:escribed manner' 
for. each zonal office an Employees and Agents . Relations Com
mittee consisting of such number of persons as it thinks fit and 
every such Committee shall .consist of representatives of the Cor
poration and of i~ employees and agents so, however, that the 
number of representatives of the Employees and agents on . · the 
Co~ttee shall not be.less than the number of representatives of'·· 
the Corporation and it shall be the duty of the Committee to advise 
the Zonal Manager on matters which relate to the welfare of the 
employees and agents of the Corporation or which· are· likely to' 
promote and secure· amity and good relations between them and 
the Corporation." · · 

The discussion on this clause was not concluded. 
7. The Committee then adjourned to meet again at 9 A.M. on 

Wednesday, the 18th April, 1956. 



· Twelfth Sitting 

The Committee met from 9 A.M. to 11-30 A.M. ·on W-ednesday; the 
18th April, 1956. 

PRESEN:r 
·' 

Shri Balvantray Gopaljee Mehta-Chairman. 

MEMBERS 

· 2. Shri Anirudha Sinha 
3. Shri Feroze Gandhi 
4. Shri Raichand Bhai N. Shall 
5. Shri Bimalaprosad Chaliha 

6. Shri S. !!-· Telkikar 
7. Shri Tek Chand 

·8. Pandit Krishna Chandra Sharma 

9. Shri R. R. Morarka 
10. Shri. G; L. Bansal 
11. Shri M. D. Joshi 
12. Shrin).ati Sushama Sen 
13. Shri S. R. Rane 
14. Shri B. R. Bhagat 
15. Shri Sadhan Chandra Gupta 
16.- Shd K. Ananda Nambiar 
17. Shri K .. M. Vallatharas 
18. Shri M. S. Gurupadaswamy 
19. Shri K. S. Raghavac4ar1 
20. Shri Tulsidas Kilachand 

21. . Shri U. M. Trivedi 
22. ShriG. :0. Somani 
23. Shri R. Vefayudhan 

24. Shri C. D. Deshmukh. 

· Shrl M. C. shah, Minister ot Revenue & Civil Expenditure 
was also present. 
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&o 
DRAFTSMAN 

Shri S. K. IDranandani, Additional Draftsman, Ministry of 
Law, , 

REPRESENTATIVES OF MlmsTRIES. A}ID OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department oj Economic Affairs, 
Ministry. of-Finance. · 

SECRETARIAT 

Shrl P. K. Patnalk, Undet' Secretary. 
~ 

2. The Committee. :resumed 'Clause· by· cl!n.ise consideration of the 
Bill. 

3. Clause· 19 (continued) : After further .. discussion, the -clause as 
amended at the previous sitting of the Committee was adopted. 

4. Clause 25: The Minister of Finane~ stated that the Government 
would have no objection to a company registered in India carrying 
on life insurance business outside India. He 'further stated that even 
if the Corporation would carty on life' insurance~ business ·in any 
foreign country, the Government 'would have no. objection .to any 
Company registered in India also doing the same business there, 

The Draftsman who directed to check up the' langilage of the 
clause and if necessacy recast the same to make the intention clear. 

Subject to the above, the clause was adopted, 

' 5. Clause 27: The following Government• amendments: ·were 
accepted:-

(i) In page 13,-

jor lines 16 to 40, substitute,-

R 
• .27. (1) Any insurer incorporated outside fndi'!l inay, before the 

epatrlauon k I' t' t th C · t' 1 G · of assets and appointed day, rna e an app 1ca 10n o e en ra overnment that 
• ~billties in among the assets appertaining to the controlled' blisfuess of the 
fo:.:,·i~u- insurer there are assets brought into India by· the insurer for the 
rers \" purpose of building up his life insurance business in India which 
c:ertain casea. f d • th · C t' · should not be trans erre to and vested m e orpora wn. · 

(2) On receipt of an application under sub-section (1); the Cent· 
ral Government shall determine the value of the assets of the insurer 
appertaining to his controll.ed business in existence orl the· 31st day of 
Oecember, 1955 computed as at that date in accordance with the pro-

. visions contafue4·. in_ paragraph 3 .of Part B- of the First Schedule, 
and deguct therefrom the total amount of the liabilfties of the insur
er appertaining to his controlled business in existence on the 31st day 
of December, 1955 computed as at that date in accordance with the 



:.6J 

provisions contained in the Second Schedule; and· if there iS iuiy ex
cess, the Gentral Government may ,by order direct that .sucl;J. 1iSsets 
equivalent in value to the excess as may be specified in the. order 

· shlllll not· be transferred to or vested in ·the Corporation, or where 
the order is made after the appointed day, 'that -the Corporation 'shall 
be divested of the said assets. · 

(3) In the case of any insurer incorporated outside India, the 
Central Government may also, by. order, direct that any such liabili
ties in respect of life insurance policies expressed in any foreign 
currency issued on the lives of persons who are not citizens of India 
as are specified in the order together with any such assets necessary 
to meet the liabilities, as may be so specified, shall- not be transferred 
to or vested in the Corporation or, if the order is made after the 
appointed day, that the Corporation shall be divested of such liabili
ties and assets as aforesaid.". 

(ii) In page 14,-
- -for lines 1 to 3, substitute-

" (4) The amount of liabilities in respect of the policies ·referred 
to in ali order made under sub~section (3) shall be computed as at 
the 31st day of December, 1955=--

(a) in any case where in respect of the iD.surer concerned an 
order has been made under sub-section (1), in accordance 
with the provisions contained in clause (b) of the Second 
Schedule; and - · 

(b) in any other case, in accordance with Method A specified 
in the Second Schedule. · 

Explanation: In computing the amount of liabilities in res
pect of the policies referred to in this sub-section, allow
ance shall be made for receipts and payment in respect of · 
such policies from the 31st day of December, 1955, upto 
the date of the order." 

The Committee then discusSed the following points:-
{i) Whether the claim of an employee against a foreign insur

er will pass on to the Corporation. 
· (ii) Principles on which the transfer of assets and liabilities of 

foreign insurers to the Corporation shall be based. 
Pending furthef examination of the above points by Government, 

the clause was held over. · • 

6. Clause 20: The following amendment was accepted: 
"In page 12, line ~. 

for "appoint" substitute,
"employ". 

The clause as amended was· adopted. 
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7. Clame 21: The clause was adopted without any amendment. 

8. Cla~ 2~: The discussion on this clause was not .concluded. 

9. The Committee then adjourned to. meet again at 9 A.M., on Fri
day, the 20th April, 1956 • 

• 
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Thirteenth Sitting 

The Committee met from 9 A.M. to 11-15 A.M. on Friday, the 20th 
April, 1956 

PRESENT 

Shri Balvantray Gopaljee Mehta-Chairman 

MEMBERS 

2. Shri Anirudha Sinha 

3. Shri Feroze Gandhi 
. 4. Shri Raichand Bhai N. Shah 
5. Shri Bimalaprosad Chaliha 

6. Shri S. R. Telkikar 
7. Shri Tek Chand 
8. Pandit Krishna Chandra Sharma 
9. Shri R. R. Morarka 

10. Shri G. L. Bansal 

11. Shri M. D. Joshi 
12. Shrimati Sushama Sen 

13. Shri S. R. Rane 
14. Shri V. B. Gandhi 
15. Shri B. R. Bhagat 
16. Shri Sadhan Chandra Gupta . 
17. Shri K. Ananda Nambiar 
18. Shri K. M. Vallatharas 
19. Shri M. S .. Gurupadaswamy 
20. Shri K. S. Raghavachari 
21. Shri Tulsidas Kilachand 

22. Shri U. M. Trivedi. 

Shri M. C. Shah, Minister of Revenue & c· il E . 
was also present. · lv xpend1ture 

DRAFTSMAN · 

Shri S. K. Hiranandani, Additional Draftsman, Ministry of 
. Law. 
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REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic Affairs, 
Ministry of Finance, · · 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee resumed clause by clause consideration of the 
Bm , . . 

3. Clause 22 (continued): (i) The Draftsman was directed to 
examine whether in page 12, line 15, the 'word "affairs"· should not 
be substituted by "accounts" or "accounts and affairs". 

• (ii) The Minister of Revenue and Civil Expenditure stated that 
the intention of the Government was that the report of the working 
of the Corporation including the report of auditors . will qe laid 
before both Houses of Parliament within one year of the closing of 
the accounts. . . 

The :Qraftsman was directed to suitahly provide for the same. 

Subject to the above, the clause was adopted. 

4. Clause 23: It was decided that the Centrar Government should 
cause the report of the actuaries to be laid before both Houses of 
Parliament. · 

The Draftsman. was directed to suitably provide for the same. 

Subject to the above, the clause was adopted. 

5. Cla~ts._e. 24: The clause was adopted without any amendment. 

6. New Clause 25A: A new Clause as follows, proposed by Gov-
ernment was adopted:- -

In page 13,-
. after line 9, insert-

25A. ·The Corporation may have for use in any zonal office, divi
sional office or in any office outside India an official seal which shall 
be a facsimile of the common seal of the Corporation, with the addi
tion on its face of the name of the zonal office, divisional office or 
other office where it is to be used, and any such official seal may be 
affixed to ·any deed or document. to which the Corporation is a 
party". 

7, ClaUI>!l 26; The clause was adopted without any amendment. 
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8. New Clause 26A: A new clause as follows, proposed by Gov

ernment was adopted:-
In page 13,-

ajteT line 17, insert,-

26A. Notwithstanding anything contained in the insurance Act, "Re~gof 
all shares which vesfed in the Administrator General of any State ili:: vested 
under sub-section (8) of section 6A of that Act and which have not i'! the Admi
been disposed of in accordance with the provisions of that sub-section a:::.:!~ 
before the appointed day, shall on payment of the amount of expen-
diture, if any, incurred by the Administrat(\r General in -relation to 
such shares by the persons who would have been entitled to those 
shares if the said sub-section had not been passed, revest in them". 

9. Nep1 Clause 27A: A new clause as· 'follows was proposed by 
Government:. 

In page 14,-
after line 6, insert-

27A. Notwithstanding anything contained in the Insurance Act or 'Cohnfttacts of 
th 1 f h . b . . f tra' t b . t" c te agents any o er a w or t e tune emg m orce, every con c su s1s mg and special 

immediately before the appointed day- "&""'"to ter-
' nunate 

(a) between an insurer a,_<;l his chief agent or special agent; 
or · 

(b) between the chief agent and a. special agent of a~ 
insurer: -

shall, as from the appointed day, cease to have effect and 
all rights accruing to the chief agent or the special agent 
under any such contract shall terminate on that day: 

Provided that in every such case compensation shall be given to 
the chief agent or the SP.ecial agent, as the case may be, in accord
ance with the principles contained in the Third Schedule, and the 
provisions of sub-section (2) of section 14 shaH, so far as may be, 
apply in every such case.'' 

It was, however, decided to take up this clause when the Sche
dules would be considered. -

10. Clause 28: The following amendment was accepted:
"In page 14, line 12,-

after "payment" insert "in case" 

The clause as amended was adopted. 

. 11. Clauses 29 and 30: These clauses were adopted without any 
amendment. 
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-12.-Clause 31: The following amendment was accepted: 

"In page 14, line 41,-
for "six months" substitute "one year". . . . 

The clause as amended was adopted. 

13. Clause 32: After some discussion, the clause was held over. 

14. Clause 33: The Draftsman was directed to examine whether 
on page 15, line 5, after , ... court" it is necessary to add "having juris-
diction". ' 

. Subject to the above, the clause was adopted. 

15. Clauses 34 and 35: These clauses were held over. 

16. Clauses 36 and 37: These clauses were adopted without. any 
amendment. 

17. Clause 38: The Committee considered the question of laying 
of the rules before Parliament for a period of 30 days during which 
period the rules may be subje~t to such modifications as Parliament 
may make. 

The Minister of Revenue and Civil Expenditure stated that a 
suitable amendment _in this regard would be proposed by Govern
ment. 

r Pending that, the clause was held over. 

18. The Committee then adjourned to meet again at 9 A.M. on 
Saturday, the 21st April, 1956. 
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Fourteenth Sitting 

The Committee met from 9 A.M. to 11-20 A.M. on Monday, the 
23rd April, 1956. 

PRESENT 

Shri Balvantray Gopaljee Mehta-Chairman 

MEMBERS 

2. Shri Anirudha Sinha 

3. i Shri S. K. Patil 
4. · Shri C. P. Matthen 

5. Shri Feroze Gandhi 

6. Shri Raichand Bhai N, Shah 

7. Shri Bimalaprosad Chaliha 
8. Shri S. R. Telkikar 
9. Shri Tek Chand 

10. Shri Tekur Subramanyam 

11. Pandit Krishna Chandra Sharma 

12. Shri G. L. Bansal . 

13. Shrimati Sushama Sen 
14. Shri S. R. Rane 

15. Shri B. R. Bhagat 
16. Shri Sadhan Chandra Gupta 

' 17. Shri K. Ananda Narilbiar 
18. Shri K M. Vallatharas 

I 

19. Shrl M. S. Gurupadaswamy 

20. Shri K. S. Raghavaclfari 
21. Shri Tulsidas Kilachand 

22. Shri R. Velayudhan 

23. Shri C. D. DE!shmukh. 

Shri M. C, Shah, Minister of Revenue & Civil Expenditure 
was also present. · , . 

PRAFTSMAN 

Shri G. R. Rajagopal, Additional 
Draftsman, Ministry of Law. 
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REPRESENTATIVES OF MINISTRIES ~D OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic Affairs, 
Ministry of Finance., 

SECRETARIAT 

Shri P. K. Patnaik-Under Secretary. 

2. The Committee resumed clause by clause consideration of the 
Bill: . 

3. Clause 39: .The clause was adopted without any amendment. 

4. New Clause 7A (Vide para. 5 ofthe Minutes of the Ninth Sit
ting, dated the lOth April, 1956): _A new clause as follows, pr9posed 
by Government was adopted:- . . 

7 A. (1) Where an insurer, whose controlled business is to be 
transferred to and vested in 1he Corporation under section 7, has 
established a provident or superannuation Fund or any other like 
Fund for the benefit of his employees -and constituted a trust in res
pect thereof (hereinafter in this section referred to as an existing 
trust), the moneys standing to the credit of any such Fund on the 
appointed day, together with any other assets belonging to such 
Fund, shall, subject to the provisions of sub-section· (2), stand. trans
ferred to and vest in the Corporation on the appointed day free from 
any such trust. ' 

(2) Where all the employees of any such ins~rer do not becom; 
employees of the Corporation under s:ction 10, the moneys·and other 
assets belonging to any such Fund as rs referred to in sub-section (1)· 
shall be apportioned between the trustees of the. Fund and th~ 
Corporation in the pr~scribed manner;_ ~nd in case of any· dispute 
regarding such apportwnment, the decrsron of the Central Govern
ment thereon _shall be final. 

· (3) The Cor~oration shall, :rs soon as may be after the appointed 
day constitute m respect of the moneys and other assets h' h 

' d ted · ·t d h" w rc are transferred to an ves m I un er t rs section, one or m t . t 
· il t th b" ore rus s having obJ. ects as srm ar o e o Jects of the existing t t . 

-· russasm the circumstances may be practrcaole. 

(4) Where all the m;~eys ~nd o;~r. assets.belonging_to an ~xist
ing trust are transferre o an · ves e m the Corporatiti~under this 
secti<m, the trustees of such trust, shall as from the app . t d d 
be discharged from the trust, exc_ept as_ respects things d 

010 
e a_Y. 

h . t d d . one or omrt-ted to be done before t e appom e ay." · 

5 Clause 8 (3): Subsequent upon the above the foil . 
· t d· ' owmg Gov-ernment amendment was accep e .-

"ln page 6, omit lines 12 to 17." 
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· · li. Clause 9 (2) (f) (Vide Para 6 of Minutes of the 9th Sitting, 

dated the lOth April, 1956): The following Government amendment 
was accepted:-

In page 7, for lines 11 to 13, substitute the following:·-

'h (f) for the apportion~ent of 'the moneys and other assets belong-· 
ing to any provident or superannuation Fund or any other like Fund 
to which the provisions of section 7 A· do not apply between per
sons employed· in connection with the controlled business of an in-
surer and other persons;." · · 

7. Clause 10 (2) (Vide pam·· 7 of Minutes of the 9tlt Sitting, dated 
the lOth April, 1956): The following Government amendment was 
accepted:-

In page 8, after line io; insert the following:-

"Explanation.-The compensation payable to an employee' under 
~his sub-section shall be-in addition to and shall not affect any pen
sion, gratuity, provident fund money or any other benefit to which 
the employee may be entitled under his contract of service." · 

· · · 8. ·Clause 6 (2) (d) : The· following Government amendment was 
accepted:.- · 

In page 4, line 33, for "any other person" substitute "any other
.person or persons". 

9. New Clause lOA: A new clause as follows, proposed by. Gov
ernment was adopted:.-

lOA. Subject to such rules as the Central Government may make Trarysfer of 

in this behalf, every wholetime salaried employee of a chief agent :~r,:~~; e~
of. an insurer whose controlled bllsiness has been transferred to and ployces of 

vested in the Corporation,- · ~:,::~~~ts 
(a) who was employed by the Chief agent mainly in con- ~~rpora:f• 

nection with the controlled business of the insurer; i~ certain°n 

(b) whose salary on the appointed day did not exceed ;five cases. 
hundred rupees per mensem; and · 

(c) who was in employment of the chief agent 'for a conti
nuous period of not less than three years immediately 
before the appointed day; · 

shall, on and from the appointed day, become an employee of the 
Corporation and the provisions of section 10 shall, so far as may be, 

· apply in relation to such employee as 'they apply in. relation to a 
whole-time employee of the insurer; 

Provided that the provisions of this section shall not apply unless 
the chief agent of the insurer was required under the terms of his 
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contract with the insurer to render the prescribed services \o policy• 
holders of the insurer." , 

10. New clause 25B: A new clause as follows was proposed by 
Government:_-

«Exception 25B.(1) Nitwithstanding anything contained in section 25 or i~ 
In <~!• case of the Insurance Act, the Central Government may, by order, perm1t 
life 10snranee d - 1. t' · th t b h lf t ry on business. any person who has rna e an app 1ca IOn m a e a , , o car 

life insurance business in India in respect of the lives of persons 
ordinarily resident outside India, if it is of opinion that such class of 
business could more conveniently be carried on by persons other 
than the Corporation; and where any such order is made, the order 
shall be deemed to have effect as if it were a certificate of registra· 
tion issued by the Controller to such person under section 3 of the 
Insurance Act in respect of that class of business. 

(2) Where any order of the nature referred to in sub-section (1) 
is made in respect of an insurer whose controlled business has been 
transferred to and vested in the Corporation under this Act, the 
Central Government may, by order, direct that any such liabilities 
in respect of life insurance policies of' persons ordinarily resident 
outside India subsisting on the appointed day, as are specified in the 
order together with any such assets necessary to meet the liabilities 
as may be so specified, shall not be transferred to or vested in the 
Corporation or, if the order is made after the appointed day, that th~ 
Corporation shall be divested of such liabilities and assets as afore
said". 

Afte~ some discussion it was decide? to take it up along with an 
alternatiVe draft of the clause as promised by Government. · 

11. Clause _27 (Vide para 5 o! ~inutes of the Twelfth Sitting dated 
the 18th Aprtl, 1956) : The Mm1ster of Revenue and Civil Expendi· 
ture stated that Government have since re-examined the question 
and have been satisfied that no turther amendments are necessary. 

So the clause as amer:-ded at the Twelfth Sitting of the Commit
tee held on the 18th Apnl, 1956 was adopted. · 

12. Clause 32 (~ide para 13 of Minutes of the Thirteenth Sitting 
dated the 20th Aprtl, 1956): The provisions of this clause read witl: 
Clause 13 of the Bill were furtPier' discussed. 

The discussion on this clause was not concluded. 

13. The Committee then adjourned to meet again at 9 A.M. on 
Tuesday, the 24th April, 1956. 
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'Fifteenth Sitting 

The Committee met.from 9 A.M. to 11-25 A.M. on Tuesday, the 
24th April, 1956. 

PRESENT 

Shri Balvantray Gopaljee Mehta-ChaiTman. 

MEMBERS 

2. Shri Anirudha Sinha 

3. Shri S. K. Patil 
4. Shri C. P. Matthen 

5. · Shri Bimalaprosad Chaliha 
6. Shri S. R .. Telkikar 
7. Shri Telrur Subrahmanyam 
8. Pandit Kri)lhna Chandra Sharma, 
9. Shri G. L. Bansal. 

10, ·Shri M. D .. Joshi 
11. Shrimati Sushama Sen 

12. Shri S. R. Rane 
13. ·shri B. R. Bhagat 
14. Shri Sadhan Chandra Gupta 
15. Shri K. Ananda Na:mbiar 

· · 16. Shri K. M. Vallatharas 

17. Shri M .. S. Gurupadaswamy 
18. Shri K. s, Raghavachari 
19. Shri Tulsidas Kilachand 

· 20. Shri R. Velayudhan. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. 

DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary & Chief Drafts
man, Ministry of Law .. 
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REPRESENTATIVES OF MrnlsTRIES AND OTHER OFFICERS 

Shri H. M. Patel, Secretary, Department of Economic 
Affairs, Ministry of Fina-nce. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee resumed clause by clause consideration of the 
Bill. 

3. Clause 32 ( Contd.) : The Coznmittee felt that not only the 
Corporation but also any other person interested should have the 
right to apply for relief to the Tribunal. 

It was, therefore, jiecided to amend clause 13 accordingly and to 
leave this clause as it is. 

The clause was adopted without any amendment. . 

4. Clause 13: The following Government amendment was accept
ed:-

"In page 9, line 32, 

after "Corporation" insert

"or any other person interested" 

· 5. New Clause 25 B: (Vide para 10 of-Minutes of the 14th Sitting 
dated the 23rd April, 1956) : A new clause as follows, proposed by 
Government, was adopted:- . 

25B. 

(2) 

(1) Notwithstanding anything contained in section 25 or 
in the Insurance Act, the Central Government may, by 
order, permit any person who has made an application 
in that behalf to carry on life insurance business in 
India in respect of the lives of persons ordinarily 
resident outside India, subject to such restrictions and 
conditions as may be specified in the order and any such 
order shall be deemed to have effect as if it were a 
Certificate of Registration issued by the Controller to 
such person under section · 3 of the Insurance Act in 
respect of that class of business." 

Nothing in sub-section (1) shall authorise any per;m 
permitted to carry on life insurance business of the 
nature referred to in sub-section (1) to insure the life 
of any !?er~on o~dinaril?' resident outside India during 
any penod m which he 1s temporarily residing in India." 
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6. Clause 34: The Committee adopted the following 

clause, proposed by Government in substitution of the 
clause 34:-

revised 
original 

34. (1) The following sections of the Insura,nce Act shall, so far "Application 
as may be, apply to the Corporation as they apply to any of the J,nsu-
other insurer, namely·:- ranee ct. 

Sections 2, 2B, 3, 18, 26, 33, 38, 39, 41, 45, 46, 47A, 50, 51, 
52, llOA, llOB, Hoc; 119, 121, 122 and 123. 

(2) The _Central Government shall, as soon as inay be after 
the commencement of this Act, by notification in the 
official Gazette, direct that the following sections of the 
Insurance Act shall apply to the Corporation subject to 
such conditions and modifications as may be specified 
in the notification, namely:-

(3) 

Sections 20, ·10, 11, 13, 14, 15, 20, 21, 22, 23, 25, 35, 36, 
37, 40, 40A:, 43, 44, 102 to 106, 107 to 110, 1111 113, 114 
and 116A. 

The Central Government may, by notification in ·the 
official Gazette, direct that all or any of the proviSions 
of the Insurance Act other than those specified in sub
section (1) or sub-section (2), shall apply to the 
Corporation subject to such conditions or modificatl:ons 
as dtay be specified in the .notification. 

( 4) ·Save as provided in this section; nothing contained in the 
Insurance Act shall apply to the Corporation." 

It was decided that all notifications· issued under this section 
shall be laid before both Houses of Parliament as soon as may be, 
after they are issued. The Draftsman was directed to suitably 
provide for this. 

7. Clause 35: The following Government amendments were 
accepted:-

(i) In page 15,-
after line 16, insert,-

·" (bb) any composite insurer in respect of the management of 
whose affairs an Administrator has been appointed 
under section 52A of the Insurance Act;" 

(ii) In page 15, line 22,-
after the words "on the appointed day" insert,-

"or any scheme framed after the appointed day with the 
approval of the Central Government." 

The Clause as amended was adopted, 
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8. New Clause 35A: A n~w clause as follows, proposed by 
Government, was adopted:-

35A. Notwithstanding anything contained in clause (bb) of 
section 35, the Administrator appointed to manage the 
affairs -of a composite P1surei: under the Insurance Act 
shall, as soon as may be practicable after the com
mencement of this Act, take steps · in the prescribed 
manner,-

(a) to transfer the assets and liabilities appertaining to 
the controlled business of the insurer, to the Corpora
tion; ~d 

(b) to vest the management of the affairs of the insurer 
in respect of any other kind of business, to the person 
entitled thereto." ' · • 

9. First_ Schedule.- Pari A: The Committee adopted the revised 
Part A as· shown in Appendix A, proposed by Government, in substi
tution of the original Part A. 

10. The Committee then adjourned to meet again at 9 A.M. on 
Wednesday, the 25th April, 1956. - - . . 
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Sixteenth Sitting 

The .Committee met from 9 A:M. to 10-50 A.M. on Wednesday, the 
25th April, 1956. 

PRESENT 

Shri Balvantray .Gopaljee Mehta-Chairman. 

MEMBERS 

2 .. ShrLAnirudha Sinha· 

3 .. Shri C. P ~ Matthen 

4. Shri. Feroze Gandhi 
5. Shrf Raichand Bhai N. Shah 

· 6. Sbri Bimalaprosad Chaliha 
7. Shri S. R. Telkikar 

• 
8. Shri Tek Chand 
9. Shri T: N. Singh · · 

10. Pandit Krishna Chancfra Sharma 
11. Shr~ R. R. Morarka 

12. Shri· G. L. Bansal 
13. Shri M. D. Joshi 

14. Shrimati Sushama Sen 
15. Shri S. R. Rane 
16. Shri B.: R. Bhagat 
17. Shri Sadhan·Cbandra Gupta 
18. Shri K. Ananda Nambiar 
19. Shri. K. M. Vallatharas 
20. Shri K. S. Raghavachari 
21. Shri R.. Velayudhan. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was also present. 

DRAFTSMAN 

Shri G .. R.. Rajagopaul, ·.Additional Secretary & Chief 
Draftsman, Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri B. K. Kaul, Joint Secretary, Minist!·y of .Finance. 

15 
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SECRETARIA':\: 

Shri P. K. Patnaik, Under Secretary. 
2. The Committee resumed clause by clause consideration of the 

Bill. 
3. First Schedule (contd.): 

Part B: The following Government amendments were accept~ 
ed:-

(i) In page 20,-
for lines 26 to 30, substitute-

"lst day of January 1955, shall be an amount equal to the 
' value of the assets of the insurer appertaining to his 

controlled business in existence on the 19th day of 
January, 1956, computed as at that date in accordance 
with the provisions of paragraph 3 less the amount of 
liabilities of the insurer appertaining. to such business 
in existence on the 19th day of January, 1956, computed 
as at that date in accordance with the provisions of 
paragraph 4". ·· • 

(ii) In page 20, line 32,-
omit "or the purchase price, whichever is less". 

(iii) In page 21.-
after line 3, insert--

"(dd) the amount of premiums which have fallen due to the 
insurer on policies of life insurance but have not been 
paid and the days of grace for payment of which have 
not expired." 

(iv) In page 21, lines 9 and 12-
omit "in respect of his controlled business". 

(v) In page 21,-
after line 32, insert-

"Explanation.-For the purposes of this Part, in the case of 
an insurer incorporated outside India in respect of whom 
an order und<!r section 27 has been made, the assets or 
the assets and liabilities, as the case may be, specified in 
the order shall be excluded". 

Part B as amended, was adopted. 

Part C: This was held over. 

4. Clause 38 (Vide· paragraph 17 of Minutes of the Thirteenth 
sitting dated the 20th April, 1956): The following Government 
amendment was accepted: 

"In page 16,-
for lines 16 and 17, substitute-

" (3) All rules made under this Act shall be laid for not less 
than thirty days before both Houses of Parliament 
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as soon as possible after they are made, and shall be 
subject to such modifications as Parliament may make 
during the session in which they are so laid or the 
session immediately· following". 

5. Clause 5 (Vide para 5 of Minutes of the Eighth Sitting dated 
-the 9th Aprll, 1956) :. The clause was adopted without any amend
ment. 

6. Clause 14: The Draftsman was directed to check up if the 
language of this clause needed any improvement to make the inten
tion clear. 

Subject to the above, the clause was adopted without any 
amendment. 

7. The Committee then adjourned to meet again at 9 A.M. on 
Thursday, the 26th April, 1956 .. 
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Seventeenth -Sitting 

The Committee met from 9 A.M. to 11-15. A.M. on Thursday, the_ 
26th April, 1956. 

PRESENT. 

Shri Balvantray Gopail.jee Mehta-chairman. 

MEMBERS 

2. Shri Anirudha Sinha 

3. Shri C.- p. Matthen 
'4. Shri Feroze Gandhi 

5. Shri Raichand Bhai N. Shah 

6. Shri Bimalaprosad Chaliha 

7. Shri S. R. Telkikar 

8. Shri Tek Chand 

9. Shri T. N. Singh 

10. Shri Tekur Subrahmanyam 

11. Pandit Krishna Chandra Sharma 

12. Shri R. R. Morarka 

13. Shri G. L. Bansal 

14. Shri M. D. Joshi 

15. Shrimati Sushama Sen 

16. Shri S. R. Rane 

17. Shri B. R. Bhagat 

18. Shri Sadhan Chandra Gupta 

19. Shri K. Ananda Nambiar 

20. Shri K. M. Valliltharas 

21. Shri M. S. Gurupadaswamy 

22. Shri K. S. Raghavachari 
23. Shri R. Velayudhan. 

Shri M. C. Shah, Minister of Revenue & Civil Expenditure 
was a~so present. 

- . DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary & Chief Drafts
man, Ministry of Law. 
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REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri B. K. Kaul. Joint Secretary, Ministry of Finance. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 

2. The Committee resumed clause by clause consideration of the 
Bill. 

3. New Clause 27A: A new clause as follows, proposed by Gov· 
-~rnment, was adopted:-

27A. Notwithstanding anything contained in the Insurance "Contracts of 
Act or anv other law for the time being in force, everv chief agents 

contract appertaining to controlled business subsisting :::~n'r.e,~al 
immediately before the appointed day,- · terminate. 

(a' between an insurer and his chief agent or ·between an 
insurer and his special agent; or 

(b) between the chief agent of an insurer and a special agent; 

shall. as from the appointed day, cease to have effect and all · 
rights accruing to the chief agent or the special agent 
under any such contract shall terminate on that day: 

Provided that.in every such case compensation shall be given 
by the Corporation to the chief agent or' the . special 

· agent, as the case may be, in accordance with the 
principles contained in the Third Schedule, · and the 
provisions of sub-section (2) of section 14 shall, so far 
as may be, apply in every such case." . 

4. New Schedule: A new Schedule as follows, was proposed by 
Government:-

. 

• 

"The Third Schedule 
(See section 27A) 

Compensation payable to chief agents: 
The compensation payable to a chief agent· shall consist of sixty 

per cent of the overriding ·commission specified in . the contract 
relating to chief agency with the ·insurer on the renewal premiums 
t·eceived by the Corporation during a period -of eighty years from 
the appointed day in respect of the business procured by the chief 
agent before the appointed day and such compensation shall be paid 
~nnually. 

Compensation payable to special agents: 

The compensation payable to a special agent shall consist of ~ne· 
tenth of his annual average earnings during the pel"iod beginning on 
the 1st d<y of January, 1953, and ending on the 31st day of Decem· 



So 
ber, 1955, in the form of overriding commissions in respect of 
business procured by him through insurance agents." 

To the above, the following amendments were accepted:-
I. Under the heading 'Compensation payable to chief agents'

(i) for "sixty per cent" substitute "seventy five per cent" . 

. (ii) for "eight years" substitute_ "ten years". 

II. Under the heading 'Compensation payable to special ;:gents'

for "one tenth" substitute "one eighth". 

The new Third Schedule as amended was adopted. 

5. First Schedule.-Part C: The Committee adopted a revised 
Part C as follows, proposed by Government, in substitution of the 
original Part C:-

• Part C 
"The compensation to be given by the Corporation to an 

insurer-

( a) having no share capital; or 
(b) having;: share capital on which· a dividend or bonus is not 

payable; . . 
shall be in the form of an addition at the rate of . rupee one 

per thousand in respect of the sum assured (excluding 
bonuses) under each with profit policy, and in the case 
of an insurer f~:lling under clause (b), such compensa
tion shall also include a sum equivalent to the paid-up 
capital of the insurer to be paid to him." 

The First Schedule amended was adopted. • 

6. Second Schedule: The following Government amendments 
were accepted:-

(i) In page 22,-

for lines 15 and 16, substitute-

"the Habilities calculated in accordance with method B below 
or the mean of the liabilities calculated in accordance 
with method A and method B below, :whichever is 
greater." 

{ii) IJ;J. page 22, line 26,~ 

after "Explanation" insert '.'1". 
(iii) In page 22, line 28,-

after "1951" inser_t "(unless such addition has already· been 
made)". 



(iv) In page 22,- · 
after line 31, insert-

Sr 

"Explanation 2.-In calctilating the liabilities in accordance with 
method A or method B,-

(i) in respect of policies other than . whole-life assurance and 
endowment assurance, such actuarial basis determined 
by the actuary making the valuation as may be consistent 
with the 'basis specified in the method shall be employed; 
and. . 

( ii) the actuary shall make all the usual provisions and reserve 
as are ordinarily done in such cases." · · 

'rhe Second Schedule as amended was adopted. 

7. Clause 18 (Vide para 5 of Minutes of the Eleventh Sitting dated 
the 17th April, 1956): 

The following Government amendment was accepted:

In page 11, line 26,-
after "directions" insert "in writing." 

8. New Clause 23A (Vide para 3 of Minutes of the Thirteenth 
Sitting dated the 2Qth April, 1956): A new clause as follows, pro-. 
posed by Government was adopted:-

"23A. Annual Repor~ of the activities of the Corporation.-The 
Corporation shall, as soon as may be, after the end of 
each financial year, prepare and submit to the Central 
Government in such form as may be prescribed a' 
report giving an account of its activities during the 
previous financial year, and the report shall also give 
an account of the activities, if any, which are likely to 
be undertaken by the Corporation in the next finan
cial year." 

9. New Clause 24A (Vide par~ 4 of Minutes of _the Thirteenth 
Sitting dated the 20th April; 1956):. A new clause as follows, pro
posed by Government, was adopted:-

"24A· Reports to be !aid before Parliament.-The. Central 
Government shall cause the report of the auditors 
under· section 22, the report of the actuaries under 
section 23 and the report giving an account of the 
activities of the Corporation under section 23A, to be 
laid before both Houses of Parliament as soon as may 
be after the report is received by the Central Govern-

ment." 



82 
10. Clause 33 (Vige para 14 of Minutes of the Thirteenth Sitting 

dated the 20th ApriL, 1956): The Committee adopted the following 
revised clause, proposed by Government in substitution of the 
original clause 33:-

"33. Enforcement of decisions of tribunals.-Any ·decision of 
a tribunal may be enforced in any Civil Court within 
the limits of whose jurisdiction the · person against. 
whom the decision- is to ·be enforced · actually and, 
voluntarily resides or carries on business or personally 
works for gain or any property, as if· it were a decree 
passed by that court. 

11. New Clause 33A: A new clause as follows, was proposed by 
Government:-..,. 

"33A. It is hereby declared that no person, not being a 
salaried employee of the Corporation, who procures 
life insurance business for the Corporation in con
sideration of. any commission shall be disqualified for 
-being chosen a·s, or for being, a member of either 
House of Parliament." 

The consensus of . opinion of the Committee was that such 
provision might be considered for incorporation in the Representa
tion of the People (Second Amendment) Bill rather than here. 

The clause was not pressed. 

12. CJ.ause 1.-The clause was 'adopted without any amendment. 

13- The Committee decided to consider the draft Report at 
their next sitting. · 

14. The Committee decided that Minutes of Dissent if any 
dr R , ,.may 

be sent after the aft eport has been considered and adopted 
as to reach the Lok Sabha Secretariat at 3 P.M. on the 30th A ~~ 
1956. . , pn • 

15. The Chairman
5 

announced that the Report would be present
ed to the House at P.M. on Monday, the 30th April, 1956 

- . ' . . 

16. The Committee then adjourned to meet again at 9-30 
Monda~ the 30th April, 1956. A.M. on 
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Eig-hteenth Sitting 

The Committee met from 9-30 A.M. to 10-5 A.M. on Monday, the 
. 30th April, 1956. 

PRESENT 

Shri Balvantray Gopaljee Mehta-Chai~man. -

MEMBERS 

2. Shri Feroze Gandhi 
3. Shri Upendra Nath Barman 

4. Shri Bimalaprosad Chaliha 
5. Shri R.. Venkataram:an 
.6. Shri T. N. Singh 
7. Pandit Krishna Chandra Sharma .. 
8. Shri R. R. Morarka 
9. Shri G. L. Bansal 

10. Shri M. D. Joshi 
11. Shrimati Sushama Sen 
12. Shri S. R. Rane 
13. Shri V. B. Gandhi 
14. Shri B. R. Bhagat 
15. Shri Sadhan Chandra Gupta 
16. Shri K. Ananda Nambiar 
17. Shri K. M. Vallatharas 

18. Shri M. S. Gurupadaswamy 

Shri M. C. Shah, Minister of. Revenue and Civil Expenditure 
was also present. 

• DRAFTSMAN 

Shri G. R. Rajagopaul, Additional Secretary and Chief 
Draftsman; Ministry of Law. 

REPRESENTATIVES OF MINISTRIES AND OTHER OFFICERS 

Shri H. M~ Patel, Secretary, Department of Economic Affairs, 
Ministry of Finance. 

SECRETARIAT 

Shri P. K. Patnaik, Under Secretary. 
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2. The Committee adopted tile Bill as amended with tlie following 

further amendments:- · 
(i) In page 21, after para (j), insert-
"(K) The fees payable under this Act and the manner in 

which they are to be collected". 
(ii) Re-nuniber existing para (k) as (1). 

3. The Chairman placed before the Committee certain requests 
for re-opening Clauses 15 and 25 of the Bill as amended. 

The opinion of the Committee, however, was not to re-open the 
same. 

4. The Committee then considered the draft Report and adopted 
the same with certain verbal changes. 

5. The Committee authorised the Chairman to present the Report 
on their behalf. 

6. The Committee then adjourned at 10.5 A.M. 



APPENDIX A 
"Part A. 

The compensation to be given by the Corporation to an insurer 
having a share. capital on which dividend or bonus is payable, who 
has allocated as bonus to poljcyholders the whole or ~;)" part of the 
sur-plus as disclosed in the abstracts prepared in. accordance with 
Part II of the Fourth Schedule tlf the Insurance Act in respect of 
the last actuarial investigation relating to his' controlled business as 
at a date earlier than the 1st day of January, 1955, shall be 
computed fn accordance with the provisions contained in paragraph 
1 or paragraph 2, whichever is more advantageous to the insurer. 

Paragraph 1.- Twenty times the annual average of the share of 
the surplus allocated to shareholders as disclosed in the abstracts 
aforesaid in respect of the relevant actuarial investigations multiplied 
by a figure which represents the proportion that the average business 
in force during the calendar years 1950 to 1955 bears to the average 
business in force during the calendar years comprised in the period 
between the date as at which the actuarial investigation immediately 
preceding the earliest of the relevant actuarial Investigations was 
made and the date as at which the last of such inveS'ti!(ations was 
made. 

Paragraph 2.-Half the amount payable under paragraph 1 plus 
the paid up capital or assets equivalent thereto, or, in the case of a 
composite insurer, that part of .the paid-up capital or assets equiva
lent thereto which has or have been transferred to and vested in 
the Corporation under this Act less the amount, if any, of expenses 
or losses or both capitalised by the insurer for the purposes of Form 
A in the First Schedule to the Insllrance Act. 

Explanation 1.-For the purposes of paragraph 1,-

• 

(a) "relevant actuarial investigations" means such minimum 
number of latest actuarial investigations as at dates ear
lier than _the 1st day 'Of January, 1955 (not being less 
than two m any case), as would leave the period inter
vening between the date as at which the actuarial in
vestigation immediately preceding the first of such in
vestigations was made and the date as at which the last 
of such investigations was made, to be not less than four 
years; 

(b) 'average business in force' means the average of total 
sums assured by the insurer (including any bonus) in 
respect of his controlled bu~iness as on the 31st day of 
December of each of the relevant calendar years." 
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Explanation 2.- For the-purposes of paragraph 1, where an in
surer has allocated to shareholders more than 5 per rent. of any 
such surplus as is referred to therein, · the insurer shall be deemed 
to have allocated only 5 per cent of the surplus and where an insurer 
has not allocated any such surplus to shareholders or has allocated 
to sha<eholders less than 3! per cent of any such surplus, the insurer 
shall be deemed to have allocated 3! per cent of the·surplus. 

:Explanation 3.-In the case of any insurer incorporated .outside 
India, .the annual average of the share of the surplus allocated to 
shareholders for the purposes of paragraph l shall be deemed to be 
the annual average of the surplus as disclos.ed in the abstracts pre
pared in accordance with Part II of the Fourth Schedule to .the In
surance Act in respect of the relevant actuarial investigations mul
tiplied by a figure which the average of the two figures mentioned 
below:-

(i) a figure representing the proportion which the share 
allocated to shareholders out of the surplus in respect of 
the world business of the insurer (such share being 
computed subject to the provisions of Explanation 2) 
bears to the whole of such surplus as ascertained with 
reference to the last actuarial .investigation relating to 
such ]msiness as at a date earlier than the 1st day of 
January', 1955; and . 

· (ii) a figure z:epresentirig the proportion which the share 
allocated to sharenolders out of the surplus in respect 
of the world businesS of the insurer (such ·share being 
compute,d subject to the provisions of Explanation 2) 
bears to the whole of such surplus as ascertained with 
ref~rence. to the_ actuarial in~estigation relating to such 
busmess 1mm_ed>ately preced!llg the actuarial investiga
tion referred to in clause (i): 

·Provided that in the case· of any such insurer in rest>ect of wh · 
an order has been made under section 27. ·The amount CO!llput d om 
follows shall be deemed to be the annual average of the surplu:: ~s 

· (a) there shall be deducted from the ann~al average o:t the · 
surplus, interest at 3! per cent per· annum for · 

d h · . · · one year 
calculate _ on t e assets . specified .in any order mad 
under sub-section_(2) of section 27; · e 

(b) with respect to the balance arrived ·~t ~nder clau~e (a) 
there shall be computed an amount that bear th ' 
proportion to the said balance as the liability s e s~~e 
appertaining to the controlled bu · on pol!cres 

srness of the · other than ·those eipressed in any . fo . . rnsurer, 
issued on the lines of per~ons who arn 1 eign . c~rency 
India, bears to the liability in resp · tc nfot crhzens of 

ec 0 all policies 
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appertaining to such business, the liabilities on policit!S 
being computed as at the 31st day of December, 1955, in 
accordance with the provisions contained in clause (b) 
of the Second Schedule; 

Provided further that-
(a) in any case where the order made under section 27 is 

with reference to sub-section (2) only, the preceding· 
proviso shall have effect as if clause (b) had been omit-
ted therefrom; and · 

(b) in any case where the order made 'under section 27 is 
with reference to sub-section (3) only, the preceding 
proviso shall have effect as if- . 

(i) clause (a) had been omitted; 

(ii) in clause (b), the words, brackets and letter "with res
pect to the balance arrived at under clause (a)" had . 
been omitted;·for the words "the said balance" the words 
"annual average of the· surplus" had been substituted. 
and for the words, brackets and letter "with the provi~ 
sions contained in clause (b) of" the words and letter 
"with method A specified in" had been substituted. 

Explanation 4.-Where a!l insurer is an insurer incorporated out- · 
side India whose paid-up capital is outside lndia-

(a) the provisions contained in paragraph 1 shall have effect 
as if the words "less a sum equal to that part of the 
paid-up capital .of the insurer as may be determined by 
the Central Government to be allocable to the 
controlled business of the insurer" were inserted at 
the end of that paragraph; and 

(b) -the provisions contained in paragraph 2 shall have effect 

as if,-
(i) the words "without making the deduct~on referred to in 

clause (a) of Explanation 4" had been mserted after the 
·words "half the amount payable under paragraph I; and 

(ii) the words beginning with "plus the ·paid-up capital" and 
ending with "in the F'irst Schedule to the Insurance Act" 

had been omitted." 

GIPri-LAD-259 ts-s-s-si!-1526 


