An Act further to amend the Insurance Act, 1938.
[20th May, -1950.§);

BE/ it lenacted by Parliament: as follows:-~~ .

1. Shert title and commencement.—(l) Thls Act .may . be. called the

Insurance (Amendmenﬁ Act, ‘1950

: L .
(2) Tt :shall: coriesinto force on such date Lor: dates as’ the Centr l‘ Govern-

ment may, by nofification in the Official Gazette, appoint in this behalf and

different. dates may.be appointed for different provisions of this Act.

-2~ Amendment of section 1, Act IV of 1938. —For sub-section (2; of section 1
of the Insurance ‘Act, 1938 (herelnafter Yeferred to as the said Act), the:follow-
ing sub-section shall be substituted, namely —

““(2) It extends to the whole of 1nd1a except the Sta,te of Jammu and
. Kashmir”’.

Amendment of ‘section 2,: Act v of 1938.—111 seetlon 2 of the said Acf,—
(1) for clause (3), the following clause shall be substltuted namely —

(3) “a.pproved secu.mtles means——‘

® Government securitics and other secuntles chaf‘“ged -on the
revenues of the Cenfral Government or of the Government of a
Part'A State or-guaranteed fully as regards principal and interes§
by the Central Government, or the Grovernmeut of any Part A
Sﬁate' , :

, (u) debentures . or other securities for. money issued under the
euthonty of any Central Act or Act -of a State Leglsla.ture by or
on behalf of a port trust or municipal corporation or city improve-
menb trust in any pres1dency-town,

(m) shares of 8 corporation esbabllshed by law and guaranteed

fully by the Central Government or the Government of & Part A
State as to the repayment of the prmc1pal and the payment of
dividend; -

. (tv) securities issued or. guaranteed fully - as regards prmmpa,l
“end ‘interest by, the Government of any Part B State and specified
as approved securities for the’ purposes of this Act by the’ Oentral
Government by nofification in the Official Gazette; and
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(v) sub]ect to the lmltatlons contained .in the promso herew,
securities guaranteed :Eully as-regards principal and interest by &
Provincial Government in Paklsta,n or charged on the revenuesg of
any. part of that-Dominip: nd -debentures: or other securities for
money issued by or on beha.lf of the trustees of the port of Karachi:;

Provided that securltles or debentures specified in item (o)
ghall be recognised- as approved securities only for such purposes
and for such period and’ ub]ect to such conditions as may ba
‘prescnbed :

(2) for clause (4), the followmg clause shall be substltuted namely :—

‘(4) “‘auditor’’ mieans & person qualified under the Chartered
Accountants Act, 1946 (XXXVIIT of 1949) to act as an suditor of
companies;’;

(3) after clause (4), the following clanse shall be inserted, namely:—=

‘(44) ‘‘banking compeny’’ and ° company ghall have the mean-
ings respectively assigned to them in clauses (c) and (d) of sub- sectlon.

{7) of section 5 of the Banking Compames Act 1949 (X of 1949);’;

(4) atter clause {5), the following clauses shall be inserted, namely ——

‘(54) ‘“‘chief agent’’ means a person who, not being a . salaried

"employee of an insurer, in consideraticn of any commission—

(2) performs any administrative and organising functions i‘or
the insurer, and

(it) procures life insurance business for the insurer by em-

ploying or causing o be employed insurance agents on behalf of
the insurer;

(6B) ‘‘Controllen, of Ingurance” or ‘‘Controller’”” means the officer
appointed by the Central Government to perform the duties of the
Confroller of Insurance under this Act;’

(). aftgr;;clau,SQ (6), the following clauses »_sha,ll be inserted, namely:—

" ¢(64) “fire insurance business’ means the business of effecting,
otherwise than incidentally to some other class. of insurance busmess,

- conftracts of insurance against loss by or. incidental to fire or other

occurrence customarily mcluded among the risks insured against in

fire insurance policies;

(6B) “general 1nsurance business” means fire, marine or mis-

‘cellaneous insurance ‘business, Whether carried on singly or in combi-

‘nation with one or more of them
(6) for clause. (7), the following clause shall be substifuted, namely:-—

“(7) ““Government security’”” means s Government security as

_ defined in the Public Debt Act, 1944 (xvm of 1944);";

(") in clause (9)—-—
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; (zz) zfor the words but doe_ not 1nclude an msuranee agent hcensed
under section 42’" the words ‘‘but does not include a prinei] v
chief agent special agent or an insurence agent” shall be subshtuted

(8) in clause (10) the followmg words shall be Je’»,ddlz'at'i'’9,13 the end,
namely : —

‘“‘including business relatlng to the. contmuance renewal or revival

«.of policies of insurance’

(9) after clause (10), the following clause shall be inserted, namely:—

~ ‘(104) ‘‘investment company’’ means a compuany whose principal
‘business is the acquisition of shares stocks, debentures or other
securities;’; ,

(10) for clause (11), the following clause shall be substituted, namely: —

‘(11) “‘life insurance business’’ means the businesi of effecting
contracts of insurance upon human life, including any contract where-

by the payment of money is assured on death (except death by accident

only) or the happening of any contingency dependent on human life,
and any contract which is subject to paymetit of premiums for a term
dependent on human life and shall be deemed to include— °

(a) the granting of disability and double or triple indemnity
aceident benefits, if so promded in the contract of insurancs,

(b) the granting of annuities upon human life; and

(c) the granting of superatmuation allowaneces and ‘anhuities pay-
able out of any fund applicable solely to the relief and maintenance ot
persons. engaged or who have been éngaged in dny particular p
sion, trade or employment or of the dependents of such persons;’;:

(11) after clause (138), the following clauses shall . be % inserted,
namely :— : ,

‘(1834) ‘‘marine insurance business” means the business of effect-

ing contracts of insurance upon vessels of any description, mcludmg car-
“goes, freights and other interests which may be legally insured, in or in
relation to such vessels, cargoes and. freights, goods, wares, merchan-
_dise and property of whatever descnptlon insured for any transit by

land or water, or both, and whether or not including warehouse risks -

or similar risks in addition or as incidental to such transit, and in-
cludes any other risks customarily included samong the rlsks insured
against in marine insurance policies; '

(13B)>“miscellaneous insurance business’” means’ the “business of
effecting contracts of msura.nce which is not prinecipally or- Wholly ot
any kind- or kmds mcluded in clauses (6A) (11) ami (13A)

- (12) for clause (14«A) ﬁhe 'followmg clause shall be substrbuted
namely:— :

(14A the expressions State" and “Sytates"mdo not ineludé the
Btate of Jammu and Kashmir’';
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(15) prmclpa,l agenb” means a, person Who, nob bemg a salaried
employee of an insurer, in consideration of any commission,—

(?) performs any administrative and organising functions for
the insurer, and

(i) procures general insurance  business = whether wholly or
I pu’t by employing or causing to be employed insurance agenis
* on behalf of the insurer;

(16) ‘“private company’’ and. ‘‘public company’’ - have the mean-
ings respectiveiv assigned to them in clauses (13) and (13A) of section 2
of the Indian (ompanies Act, 1918 (VII of 1913);

: (17 “speclal agent’’ means a person who, not being a salaried
' employee of an insurer, in consideration of any commission,  procures
life insurance business for. the insuver whether wholly or in part by
employmg or causing to be employed ihsurance agents on behalf of
the insurer, but does not include a chlef agenﬁ ’ SRR

4 Substitution of “‘Controller’” for “Supermtendent of InSurance” and
"Supermtendent” —Tn’ the said Act, for the words _“Supermtendent, of In-
surance’’ and ‘‘Superintendent”, the word ‘‘Controller’* shall be substituted.

" B. Insertion of new sections 2A and 2B in Part I, Act IV of 1988.—In
Part I, after section 2 of the said Act, the followmg sections shall be inserted,
namely —

v +*2A. Rule of construction in applying Act to Part B Stafes.—In the
apphcatmn of this Act to any Part B State to which this Act extends, un-
less the context otherwise requlres referenceg to any enactment in force
in Part A States. but not in force in that Part B State shall be construed
as references to the corresponding enactment, if -any, in force in that State.

 9B: Appointment of Controller of Insurance.—(I1) The Central Gov-
ernment may, by notification in the Official Gazette, appoint a person fo
~ be the Controller of Insurance under this Act. o

(2) In making any appointment under this sectlon the Central Govern-
ment shall have due regard to.the following conmderatlons, namely, whether
§he person to be appointed has had experience in industrial, commerclal
or insurance matters and whether such person has actuarial quahﬁcatxons

x 6. TInsertion of new section 2C in Part II, Act IV of 1938.—In Part IT of
the said Act, sections 2A and 2B shall be renumbered as sections 2D and 2K,
and before the sections as so renumbered, the following section shall be in- 3
gerted, namely:— ‘

“£“2C. Prohibition of transaction of insurance business by certain
persons.—(1) Save as hereinafter provided, no person shall, after the com-
mencement of the Insurance (Amendment) Act, 1950, begin to carry on any |
- clags of insurance business in the States and no insurer carrying on any |
class of insurance business in the States shall, affer the expiry of one year
from such commencemen’a' confmue to carry on any such business ‘unless -

he is—' gt & uE ".::ff"f\" Sriba
(a) a public company, or:
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(b) a society registered - under the Co-operative . Societies Act,
1912 (I of 1912), .or under any other law. for-the fime bemg in foroe
in any State relating to co-operative.societies, or.

: (c) a body . corporate incorporated under. the . la.w of any country
- outside the States nof. being of the nature of a private company: :

" Provided that the Central Government may, by notification in the
Official Gazette, exempt from the operation of this section to such extent
for such penod and subject to such conditions as it may specily, any
person or insurer for the purpose of carrying on the business of grantmg
superannuation allowances and annuities of the nature speclhed in sub-
clause (c) of clause (1I) of section 2 or for the purpose of carrying on any
. geners] - insurance business: _ .

o Provided further that in the case of an insurer carrying on any general
" ingurance business no such notification shall be issued having effect for more
than three years ap any one time.

. (2) Every notification issued under sub-section (1) shall be lald before
Parlisment as soon as may be after it is issued.”’

7. Amendment of section 3, Act IV of 1938.—In sectlon 8 of ‘ohe ea1d Acb,
(1) in sub-section (4) —

() for clause (f) the {following eclause _shall be substi_tuted,
namely :— :

“(f) if the insurer makes default in complymg with, or acts
in contravention of, any requlrement of this Act or of any rule or
order made thereunder or'’; .

(1) for clause (h), the followmg’ clauge shall be substltuted _
namely :—

““(h) if the insurer carries on any business other than in-
“surance business or any prescribed business”;

(2) in sub-section (5C), for the words, figure and letter ‘or that he
has complied with the order under section 3B” the words ¢ ‘or that he has
complied with any requirement of this Act or of any rule or order made
thereunder or that he has ceased.to carry on any business other than in-
surance business or any prescribed business’’.shall be substituted;

(8) in sub-section (6), for ‘the figures and word ‘5, 10 and 82", the
. . HBgures, letters and word ‘‘2C, 5, 6A, 10(2A), 81A and 82" shall be sub-
stltubed S

, 8. Amendment of sectlorn 4, Act IV of 1938.——In sub- section (1) of. section 4
of the said Act, for the words and figures “‘the Insurance Act, 1938” the words
*this Act”’ sha]l be subs’mtuted

9, Ingertion of new sectlons 6A, 6B and 60 in Act IV, of 1938. —After
ue’olon 6 of the said Act, the followmg sections shall be. inserted, namely —

<o ““6A. Requirements: dsi'to ‘capital structu're “and voling nghts : and
mamtencmce of registers ‘of benéficial owwers' of. sharesi—(1) No - pubhc
- company limited by shares having its ‘registeted office’in' the Stites,
« soarry on: life: insurance busmess" :unless It sabisfies gl the follovm"

; *.-tlons, na,mely Tt i ; =




 ~aforesaid in respect of any

Insuranice (Amendment) [K6n zrvin

© (i) that, except during any period hot exceeding one year allowed
by “the company for payment of calls oni shares, the paid-up amount
is the sameé for all shares,” whéthér existing or new: o

Provided that the conditions specified’in this sub-section shall not apply
to a public: company which has, before the commencement of the Insurance
(Amendment) Act, 1950, issued any shares other than ordinary shares each
of which has a single face value or any shares the paid-up amount whereof
is not the same for all of them for a period of three years from such com-
mencement. '

(2) Notwithstarding anything to the contrary contained in any law
for the time beiny in force or in the memorandum or arbicles of association
but subject to the other provisions contained in this section the voting right
of every shareholder of any public company as aforesaid shall in all cases

| _be strictly proportionate to the paid-up amount of the shares held by him.

(8) No public company as aforesaid which carries on life insurance

. business shall, after the commencement of the Insurance (Amendment)

Act, 1950, issue any shares other than ordinary shares of the nature

‘vspeciﬁed in sub-section (I}.

(4) A public company as aforesaid which carries on life insuranoe
business— :

(a) shall maintain, in addition to the register of members to be
maintained under the Indian Companies Act, 1918 (VIL of 1918), &
register of shares in which shall be entered the name, occupation and
address of the beneficial owner of each share, and shall incorpo-
“rate therein any change of beneficial owner declared to it within

~ fourteen days from the receipt of such declaration; '

(b) shall not register any transfer of its shares—

© . (i) unless, in addition to compliance being made with the
provisions .of section 84 of the Indian Companies Act, 1918 (VIL
of 1918), the transferee furnishes a declaration in the prescribed
form as to whether he proposes to hold the shares for his own
benefit or as a nominee, whether jointly or severally, on behalf
‘of others, and in the latter case giving the mame, occupation and
‘addréss of the beneficial owner or owners, and the ‘extent of the

- beneficial interest of each; and I

© (i) where, after the transfer, the total paid-up holding of the
‘transferee in the ghares of the company is likely to exceed five per
cent. of .its paid-up capital or where the transferee is' a banking
or an investment company, is likely to exceed two and a half. per
cent. of such paid-up capital, unless the previous sanction of the
Central Government has been-obtdined to the transfer. =~ '

(4) Every person who has any interest in any share of a company

referred to in' sub-section (4) which stands in the name of another person

" {n the register of members of the company, shall, within thirty days from
.~ the commencement of the Insurance (Amendment) Act; 1950, or from the
- . date on which he acquires such interest, whichever is later, make a declara-
. tion-in the prescribed form (which. shall be countersigned by the. persen in
-whose:name the share is registered) fo the company :deelaring his: interest in
‘such share, and notwithstanding anything contained in any-ether law:‘or in

any contract to the contrary, & person who fails

to make a declaration as
e sh: o have fn ¥ oy

whatsoever in that share: = *




or 19507 Insurance (Amendment) 7

Provided that nothing in this .sub-section shall affect the right of a
person who has an interest in any such share to establish in a court his
-right thereto, if the person, in whose name the share is registered, refuses
to countersign the declaration as required by this sub-section:

Provided further that where any share, belonging to an individual who
has made any such declaration as is referred to in this sub-section, is held
by & company inh its name in pursuance of any trust or for the purpose of
safe custody or collection or realisation of dividend, such individual shall,
notwithstanding anything contained in the Indian Companies Act, 1918
(VII of 1918), or in the memorandum or articles of association of the
company which has issued the share, be deemed to be the holder of the

5a.3 share for the purpose of exercising any voting rights under this section
to the exclusion of any other person. '

(6) If the total paid-up holding of any person in the shares of a com-
pany referred to in sub-seection (I) on the commencement of the Insurance
(Amendment) Act, 1950, exceeds two and a half per cent. of its paid-up
capital where that person is a banking company or an investment corapany,
or five per cent. of its paid-up capital in any otheér case, he shall not be

_entitled to any vote as a shareholder of the company in respect of  such
. excess holding of shares. : o

(?) Where the total paid-up holding of any person in the shares of &
company referred to in sub-section (I) on the date of the commencement
of the Insurance (Amendment) Act, 1950, exceeds five per cent. of its
paid-up capital where that person is a banking company or an investment
company, or ten per cent, of its paid-up capital in any other case, he shall
dispose of the excess holding of shares within three years from such com-
mencement. or such further period not exceeding two years as may be

- allowed to him by the Central Government.

(8 If, after the expiry of three years or of such further period as may
be allowed to any person under sub-section (7), the totel paid-up holding
of any such person has not been redueed to the limits specified in that sub-
.gection, any shares in excess of the limits specified in that sub-section shall
vest in the Administrator General of the State in which the registered office
of the company concerned is situate and the Administrator General shall
take such steps as may be necessary for taking c¢harge of any property which
has so vested in him and shall dispose of the said shares and the proceeds
thereof in such manuer as may be prescribed.

(9) Subject to the other provisions contained in this section, but note
withstanding anything contained in the Indian Companies Act, 1918 (VIL
of 1018), or in the memorandum or articles of association of any such
company a8 is referred to in sub-section (I), no such company shall refuse
to register the transfer of any shares where the transfer is for the purpose
of securing compliance with the provisions of. sub-sections (7) and (8).

(10) The Central, Government may, subject to sych restrictions as W
" may think fit to impose, exempt from the operation of sub-sections (6}, (7)
gnd (8) any insurance company, in any case where the total paid-up holding
of such insurance company in the shares of any other insurance company
exceeds the limits specified in the said sub-sections, if the other insurance
company is or is to be made a subsidiary compeny of the insurance com-
pany-. . o S
" Ewplanation.—TFor the purposes of this section, the holding of a persos
. in-the shares of a company shall be deemed t6 inclade— . =
() the total paid-up holding in such shares held by such. person
in the name of others; snd = o
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() if any shares of the company ‘are-held—
. (a) by a public limited company, of which such person is &
member holding more than ten per cent. of the paud-up capital, or
_ (b) by a private 11m1ted company, of which such person is &
‘member, or

(c) by a compa,ny, of which such person is a mana.gmg
.director, manager, managing agent or in which he has a controiling
interest, or

(d) by a firm in whxch such person -is a partner; or
(¢) by such person jointly with others,

such part of the total pald -up holding of the company or firm or of
the total joint holding in those shares, as is proportionate to the com«
tribution made by such person to the paid-up capital of the company,
the pald up oapltal of the ﬁrm or f,he ]olnt holdmg, ag the case’ may
be. . =

.BB. Provision for securing compliance with requirements relatmg to

. eapital structure. —(1) For the purpose of enabling sny public company

carrying on life insurance business to bring its capital structure into com-

formity with the requirements of section 6A, an officer appointed in’ this
" behalf by the Central Government may, notwmhsta,ndmg ‘dnythlng con-

tained in the Indian Companies Act, 1918 (VII of 1913),— :

() examine any scheme proposed for the purpose aforesaid by the
dn'ectors of the company:

Prowded that—

(i) the scheme has been placed before a meetmg of the share
holders for their opinion and has been forwarded to the officer
7 together with the opinion of the shareholders thereon; and

(i) the scheme does not involve any diminution of the hablhty,
© of the .shareholders in respect of unpaid-up sharecapital; |

. (b) invite objections and suggestions in respect of the scheme so
proposed and

(¢) after conelder1ng such ob]eetlons and suggestions to the
scheme so proposed, sanction it with such modifications as he may
consider necessary or .desirable. :

o (2) Any shareholder or other person, aggrleved by. the dec;1s1on of the

: prﬂicer sanctioning a scheme under sub-section (I) may, within ninety days
of the date of.the order sanctlonmg the scheme prefer: an appeal to the
High Court within whose jurisdiction the: reglsbered office of the ingurer is
ituate for the purpose of. moditying or correcfang any such scheme for the
purpose speclﬁed in sub-seetion (1).

(3) The decision of the H1gh Court where an appeal has. been preferred
o it under sub-section (2), or of the.officer aforesaid where 1o such appeal

" has been preferred ‘shall bé final and blndlng on a,ll the shareholders and

_ other persons conoemed

00. Conversion- of company lzmzted b’l[ shares into : company szzted by
- gaarantee.—(1) Where a public company limited by’ shates carrying on ine
Burance business has passed a special resolution for converting itself? into

seoo-@-publie. company limited-by guarantee, it-may apply to the.Central Govern-

ment with a scheme: for putting the.speeial resolution: into:effeet,: mcludmg
.80y provigion for the alteration .of the memorandum or g icles of associa-
" tion in so far as it may be necessary f
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" (8) If the Central ,Govemmént,»vaiter giving such notice ‘to any person
-concerned as it thinks fif, is satisfied— - ~ S

(a) that the scheme makes suitable provision with respect to the
repayment, conversion or liquidation of the paid-up capital of the:
company, : e : g : o

(b) that the consent of the creditors to the conversion of the coms

. pany limited by shares into a company limited by guarantee has been
obtained, or that suitable provisions have been made for discharging,
determining or securing the debts or claims of such creditors, and

' (c) that the scheme is otherwise reasonable, it may sanction thef
scheme and thereupon the scheme shall become binding on the com-
pany and on all the persons concerned.

~ (3) Against the decision of the Central Government sanctioning a
scheme under sub-section (2), any pérson aggrieved thereby may, within
ninety days of the date of the order sanctioning the scheme, prefer an

- appeal to the High Court within whose jurisdiction the registered office of
- the insurer iz situate. :

1

: _(4) The decision of the High Court where an appeal has been preferred
~to it under sub-section (3) or of the Central Government where no such

appeaé'has been preferred, shall be final and binding on all the persons con.
cerned. . : : ’ .

(5) Where a scheme has been sanctioned under this section, the com=«
pany shall file with the Registrar of companies a certified copy of the
scheme as sanctioned, and thereupon the provisions of the Indian Coms
‘panies Act, 1918 (VII of 1913), relating to companies limited by guarantee -
shall become applicable to the company.” ' -

: ’Acﬁm' Amendment of section 7, Act IV of 1938.—In section 7 of the said
‘ (@) in clause (d) of sub-section (1), the words ‘‘that is to say. insurance
which 'is not in the opinion of the Central Government principally or wholly
~ of any kind or kinds included in clauses (a), (b) or (¢)’’ shall be omitted;
(i) in sub-section (4) and the proviso to sub-section (5), - the words:
*“and not being an insurer incorporated in or domiciled in the United King-
dom” shall be omitted.

11, -Amendment of section 10, Act IV of 1938.—In sub-section (2) of section:
10 of the said Act, for the words beginning with the words “and - a statement,
_eertified by an auditor” and ending with the words ““in any case think fit %o
.allow”’, the following shall be substituted, namely:— . - '

““and every insurer shall, within the time limited in sub-section (I) of
section 15 in regard to the furnishing of the statements and accounts re-
ferred to in section 11, furnish to the Controller & statement showing in
detail such assets as at the close of every calendar year duly certified by an:

“auditor or by a person: qualified to audit under the law of the insurer’s

~ Provided that such statement shall, in the case of an iﬁsuréij to whom
éétion 11 applies, be set out as a part of the balance-sheet mentioned I
clause. (a) of sub-secion, ,‘(1)“bf;i_shiait.’Secﬁolr;v:i e . PR

. .: Provided:further that an insurer :may.show in such statement, - all the:
assets held-in his Jife. department, but-at.::the same time showing any
-deductions -on"-account: 6f ;geheral ‘reseryes:and other liabilities. . of thaf de-
partment:- c

§
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Provided also that the Controller may call for a - statement similarly
certified of such assets ag at any . other date - specified by - him to be
furnished within a period of three months from the date with reference to
which the statement is called for.” = B o

12, Amendment of Section 11, Act IV of 1938.—In sub-section (2) of section
A1 of the said Act,— .

(@) for the words *“accompanied by a'statement containing the names

_ and descriptions of the persons in charge of the management of the business’?,

the words ‘‘accompanied by a statement containing the names, descriptions
and occupations of, and the directorships held by, the persons in c¢harge of
the management of the business’’ shall be substituted, and

(&) the werds ‘““by such persons’’ shall be omitted.

#aid Act,—

13, Amendment of séction 13, Act IV of 1938.—1In section 18 of the -

(i) in sub-section (1), and the proviso to sub-section (<), for the words

“in every five years’ the words “‘in every three years’ shall be substi-
tuted;

© (ii) to sub-section (I), the following provisos shall be added, namely:—

“‘Provided that the Controller may, having regard to the eircumsfances
of any particular insurer, allow him to have the investigation made 8s at a
date not later than four years from the date as at which the previous
investigation was made: _

Provided further that for an insurer carrying on life insurance business

" in'the States at the commencement of the Insurance (Amendment) Act, 1950,

the last date as at which the firgt investigation after such commencement
should be caused to be made by an actuary shall be—

(¢) the 81st day of December, 1950, or the date of expiration of
five years from the date as at which the last investigation was made
by. an actuary before such commencement, whichever is earlier, where
‘the said last investigation was at a date— B

(i) before the 8lst day of December, 1946, but not' more than

five years before such commencement, or .

(i) after the 80th day of December, 1946, but before the
81st day of December, 1947, and had disclosed a deficit in the
life insurance fund;

(b) the 81st day of Deecember, 1951, where the last investigation
by an actuary before such commencement was ab a date— ' :

(iy after the 80th day of December, 1946, but before the 31st
dey of December, 1947, and did not disclose a deficit in the life
insuranee fund; or _ . '

(i) after the 80th day of December, 1947, but before the 81sb
day of December, 1948; .

{c) the Slst day of D.ecember,. 1952, where the last investigation
by an actuary before such commencement was as a§ any date after

the 80th day of December, 1948, but before the 1st day of January,
1850: . '

Provided also that, in the case of an insurer who hes nof caused ax
investigation to be made by an actuary as at any date prior to such com-
mencement, the date of commencement of life insurance business in the
States shall, for the purpose of the preceding provisd, be deemed to be the
daté s¢ at which the last investigation was made by an actudry befors such

. idommencement and guch investigation shall 'be deemed to have disclosed

no deficit in the life insurance fun_d."»_ R
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14. ‘Amendment of section 19, Aét IV of 1938.—In section 19 of the said
‘Act, for the words “‘an abstract of the proceedings of every general meeting’
the words: ‘‘s cerbified copy of the minutes of the proeceedings of every general
‘meeting,: as entered in the Minutes Book of the insurer’’ shall be substituted,

18. Amendment of section 21, Act IV of 1938, —In clause (d) of sub-
section (I) of section 21 of the said Act,—

(i) after the words ‘delivered to the insurer’” the words “or of such
further time as the Controller may specify in the requisition’' shall beg
inserted ;

(i) after the word and figures “‘section 28" the words, figures, z;l.nd
letter “‘or section 28A°° shall be inserted.

16. Substitution of new section -for section 27, Act IV of 1938.—For section
27 of the said Act, the following section shall be substituted, namely:—

“27. Investment of assets.—(1) Every insurer shall invest and at all
times keep invested assets equivalent to not less than the sum of—

(@) the amount of his liabilities to holders of life insurance policies
in India on acecount of matured claims, and

~ (b) the amount required to meet the liabilily on policies of life
insurance maturing for payment in Indis, :
less— '

- (i) the amount of premiums which have fallen due to the insurer
on such policies but have not been paid and the days of grace for
payment of which have not expired, and S

(i) any amount due to the insurer for loans granted on and within
the surrender values of policies of life insurance maturing for pagment
in India issued by him or by an insurer whose business he has acquired
and in respect of which he has assumed liability,

.. ‘in the manner following, namely, twenty-five per cent. of the said sum in
. QGovernment securities, a further sum equal to not less than twenty-five per
cent. of the said sum in Government securifies or other approved securi-
‘ties and the balance in any of the approved investments specified in sub-
section (1) of section 27A or, subject to the limitations, conditions and res-
trictions specified in sub-section (2) of that section, in any other investment.

~ (#) For the purposes of sub-section (I),—

(@) the amount of any deposit made under section 7 or section 98
by the insurer in respect of his life insurance business shall be deemed
to be assets invested or kept invested in Government securities;

(b) the securities of, or guaranteed as to principal and interest by,
" the Government of the United Kingdom shall be regarded as spproved
securities other than Government securities for a period of four years
from the commencement of the Insurance (Amendment) Act, 1950, in
the manner and to the extent hereinafter specified, namely,—
(f) during the first year, to the extent of twenty-five per cend.
in value of the sum referred to in sub-section (I};
(i) during the second yesr, to the extent of eighteer and
three-fourths per cent. in value of the said sum; '
(#ii) during the third year, to the extent of twelve and & half
.per centi. in value of the said sum; end: - . - S
7 (#9) during the fourth yedr, to the extent of six and & quarter
per cent. in vélue of the said sume~ ~ - v '
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Provided that, if the Central. Government so directs in any oase,
the securities speclﬁed in clause (b) shall be regarded a8 apfroved

securities other than Government securities for a longer period than
“four years, but nob exceeding six years in all, and the manner in which
and the extent to which the securlines shall be 80. regarded shall be as
specified in the direction; - : -

(¢) any prescribed assefs shall, sub]ect to such conditions, if any,
. as may be preseribed, be deemed to bé assets invested or kept ‘invested
in approved investments specified in sub-section (I) of section 27A.

(3) In computing the assets referred to in sub-section (Z),—

(g) any investment made with reference to any currency other
than the Indian rupee which is in excess of the amount required to
‘meet the ‘liabilities. of the insurer in India with reference to ‘that our-

. rency, to the extent -of such excess; and

(b) any investment made in the purchase of any immovable pro-
perty outside India or on the security of any such property,

:shall not be taken into acecount: : \

Provided that nothing contained in this sub sectlon shall affect . the
‘operation of sub-section (8)n - <

J

‘Provided further that- the - Central Government may, either generally

..or in any particular case, direct that any investment, whether made before

or after the commencement of the Insurance (Amendment) Act, 1950, and
whether made in or outside India, shall, subject to such conditions as may

. be imposed, be taken into account in such manner as may be specified in

computing the assets referred to in sub-section (I) and where any direction

_hes been issued under this proviso copies thereof shall be laid before Parlia-

‘ment as soon as may be after it is issued.

‘(4) Where an insurer has accepted reassurance in respect of any

e 'pohcles of life insurance issued by another insurer and maturing for' pay-
“‘ment in India or has ceded reassurance to another insurer in respect of

- any such policies issued by himself, the sum referred to in sub-section (I)

shall be incressed by the amount of ‘the ligbility involved in such acoepﬁanoe
and decreased by the amount of the liability irivolved in such cession.’

(5) The Government securities and other approved securities in which

_assets are under sub-section (I) to be invested and kept invested shall be
-held by the insurer free of any encumbrance, charge hypothecation or lien.

(6) The assets requ1red by thls section to be held invested by an in-

- Surer mcorporated or domieiled outside the States shall, except to the extent

of ‘any: ‘part thereof which consists of foreign assets held outside the States,

" be héld in the ‘States, and all such assets shall be held in trust for the dis«
‘charge of the llablhtles of ‘the nature referred to in sub-section (I) and shaill

be vested in trustees resident in the States and approved by the Centra}

~- Government, and the instrument of trust under this sub-section shall be

executed by the insurer with the approval of the Central Government and

. shall define the manner in Whlch alone the sub]ecb matter of the trust shall
" be dealt with.. e

- Baplanation. —Th1s sub- sectmn shall apply to an - ingurer incorporated

in the States whose share-capital to: fyhe.ex‘cent of onesthird is owned by, or the

i -members ofs whose:governing body

of one-third consists of,

members domiciled elsewhere than
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éhe sald Acﬁ bﬁe follo‘wmg seetlon shall be 1ns_

1 _ter sectnon 27 ot
,:,namely —_—

“27A. Further provisions regarding investments.—(1) No insurer shall

invest .or keep invested any part of his controlled fund othervnse than in
any of the following approved investments, namely —_

(a) approved secum’mes 5

- (b) securities of, or guaranteed as to prlnmpal and interest by,

~ the Government of the United Kingdom ;

(c) debentures or other securities for money issued with the per-
mission of the State Government by any. municipality in:g State;

(d) debentures or other securities for money-issued by any authority

-constituted under any housing or building scheme approved by the
- Central or a State Government, or by any authority or body constltuted

by any Central Act or Act of a State Legislature;

(e) first mortgages on immovable property situated in India under
any housing or building scheme of the insurer qpproved by the Central
Government or a State Government; .

" (f) debentures secured by a first charge on any 1mmovab1e property,
plant or equipment of any company which has paid interest in full for

.. the five years immediately preceding or for at least five out of the six
...or seven years immediately precedmg on - Such or smnlar debentures

issued by it

(9) debentures secured by a ﬁrst charge .on any immovable pro-

o perty, plant or equipment of- any company where either the book value

or the market value, whichever is less, of such property, plant or equlp-

(men’o iz more than three times the value of such debentures;

(k) first debentures secured by a ﬂoatlnzr charge on ‘all its: assets of

..+ any .company which has paid dividends on ibs- ordinary shares for the
. _five years immediately preceding or for at least ﬁve outb of the six or
'seven years immediately preceding;

(i) prefererice shares of any company which has paid d1v1dends on

_its ordinary shares for the five years immediately precedmg or for af
. least five out. of the six or seven years immediately preceding;

(j) preference shares of any company on which dividends have been

: pald for the five years immediately preceding or for at least five out of

the six or seven years immediately preceding and which have priority

- in payment over all the ordinary shares of the company in winding up;

(k) shares of any company which have been guaranteed by another

_company, such other company having paid. dividends on its ordinary

shares for the five years immediately preceding or for at least five out of
the six or seven years immediately preceding:

Provided that the total amount of shares of all the companies u;gdem
guarantee by the guaranteeing company ig not in excess of fifty per cent.
of the paid-up amount of preference and ordina

| | ry shares of the guaran- °
teemg company; ,

(1) shares of any company on which dividends of not less than four

-per_cent. including bonus have been paid for the seven . years im-

 mediately preceding or for at least seven out of the elght or nine years
- immediately preoedlng, .

(i) first mortgages on immovable properby smuated in the &taues or

in any other country where the insurer is carrying on ingurance business:

PR
g
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Provided

with an outstanding 3erm of loss than. thlrty years and the value ofl the
property exceeds’ by one-third, or if it consists of bulldlngs, exceeds by
one-half, the mortgage money;

{n) immovable property situated in the States orin any other country
where the insurer is carrying on insuranee business:

Provided that the property is free of all encumbrances;

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

(p) life interests;

(q) fixed dep051ts with banks included for the time being in the
Second Schedule to the Reserve Bank of India Act, 1984 (I1 of 1984),
or with co-operative societies registered under -the Indian Co-operative
Bocieties Act, 1912 (IT of 1912), or under any other law for the time
being in force, the primary object of which is to finance other
co-operative societies similarly registered;

() debentures of, or shares in co- operative societies registered
under the Indian Co-operative Societies "Act, 1912 (II of 1912), or
under any other law for the time being in force

(s) such other investments as the Central Government may, by
notification in the Official Gazette, declare to be approved investments
for the purposes of this section.

(2 Notwithstanding anything contained in sub-section (1), an insurer
being a company or a co-operative life insurance society as defined in clause

"(b) of sub-section (1) of section 95, may, subject to the provisions contained

in the next succeeding sub- sectlons invest or keep invested any parf of his
sontrolled fund otherwise than in an approved inveéstment, if—

(i) after such investment, the total amounts of all such invest-
ments of the insurer do not exceed fifteen per cent. of the sum referred
to in sub-section (1) of section 27,

(@) the investment is made, or, in the case of any invesfment
already made, the continuance of such investment is with the consent
of all the directors present at a meeting and eligible to vote, special
-notice of which has been given to all the directors then in the States,
and all-such investments, including investments in whiéh any. director
ig interested, are reported without delay to the Controller with full
details of the investments and the extent of the director’s interest in
any such investment, :

(8) An insurer shall hot out of his controlled fund invest or keep in-

vested in the shares of any one banking company or investment company

more than—
: (a) two and a quarter per cent. of the sum referred to in sub-
section (I) of section 27, or
(b) two per cent. of the qubscrlbed share capital and debentures
of the banking company or investment comapany concerned,
whichever is less. ’

(4«) An insurer shall not out of the controlled fund invest or keep in-
vested in the shares or debentures of any one company. other than a banking
company or investment company more than—

¢ (@) two and a quatber per cent of the sum reierred to in sub-
- :gection (Z) of seotion 2T. or-




. (b) ten per cent. of the subscribed share aéé,pibal and ‘debentures
of the company, ‘ — F ; ,

.- whichever is less:

Provided that nothing in thig sub-section shall apply ‘b_o any investment
made with the previous consent of the Central Government by an insurer,.

being & company with a view to forming a subsidiary company earrying on:
insuranece business. ;

(6) An insurer shall not out of his controlled fund invest or keep-

-invested any sum in the shares or debentures of any private limited com-
pany. :

(6) Where an investment is in partly paid-up shares, the uncalleds
liability on such shares shall be added to the amount invested for the pur-
pose of computing the percentages referred to in clause (a) of sub-section.
(8) and clause (a) of sub-section (4).

(7) Notwithstanding anything contained in sub-sections (3) and (4),
where new shares are issued to the existing share-holders by a -company
the existing shares of which are covered by clause (i) or clause (k) or clause

(1) of sub-section (I) and of which an insurer is already a shareholder, the-
insurer may subscribe to such new shares: '

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

(8) If, on an application submitted through the Controller the Cen-
tral Government is satisfied that special grounds exist warranting such:
exemption, the Central Government may for such period, to such extent
and in relation to such particular investments and subject to such .con-
ditions as may be specified by it in this behalf, exempt an insurer from:
all or any of the provisions of sub-sections (3), (4) and (7).

(9) An insurer shall not keep more than three per cent. of the control-
led fund in fixed deposit or current deposit, or partly i fixed deposit and
- partly in current deposit, with any one banking compeny or with any one

co-operative society registered urider the Indian Co-operative Societies Act,

1912 (IT of 1912}, or under any other law for the time being in force and
doing banking busines..

Provided that in applying this sub-section to the amount in deposit
- with a banking company on any day all the premiums collected by thaf

company on behalf of the insurer during the preceding thirty days shall be:
excluded :

Provided further that the Controller may permit a co-operative life-
ingurance society as defined in .clause -(b) of sub-section (I) of section 95 to
keep more than three per cent. of its controlled fund in fixed deposit with
any co-operative society referred to in this sub-section, if the fixed deposit
is secured by a first mortgage on any immovable ‘property.

(10) Al} assets forming the controlled fund, not being Government secu-
rities or other approved securities in which assets are to be invested or held’
invested in accordance with section 27, shall (except for g part thereof not
exceeding one tenth of the controlled fund in value which may, subject to-
such conditions and restrictions as may be prescribed, be offered as security

for any loan taken for purposes of any investment), be held free of any
encumbrance, charge, hypothecation or lien.

_ (11) ¥ ab any time the Oentrsl Government congiders any one or more:
of the investments constituting an insurer’s controlled fund to be unsuitable-

Insurance (Ame o A 16
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=-cor . undesirable; - the Central Government may, af.ter glv ng the - ingurer an

_period or periods as may be specified in the order

opportunity of being heard, direct him to realise the investient or'invest-
ments, and the insurer shall comply with the direction within such time

. &8 may be speclﬁed in this behalf by the Central Government..

(12) BEvery-i msurer in existence’ “at' the commencemenb of the ‘Tnsuranece

- (Amendment): Act, 1950, whose investments ‘or ahy part. thereof at such

commencement contra,vene or contravenes any of the provisions “of this
section, shall, within ninety .days from such commencernent, submit to
the Controller a report specifying all such investments, and, if ‘the Central
Government is satisfied that it will not be in +the interest of
fhe insurer or any class of insurers generally to realise any such invest-

Ients, it may, by order, direct that the provisions of this section : [ other
. than the provisions contamed in sub-section (11)] shall not apply in relation

to any such investments or to any class of investmignts generally for such

(13) Without pre]udlce to the powers given to the Central Governmenb
by sub-section (17), nothing contained in this section shall be deemed to
,requlre any insurer to realise any investment made in conformity with the
provisions of sub-section (I) after the commencement of this Act which,

--after the making thereof, has ceased to be an approved investment Wltnm
the meaning of this section. -

(14) Nothing contained in this section shall be deemed to affect in any
way the manner in which any moneys relating to the provident fund of

. any employee or to any security taken from any employee -or other moneys
‘~of & like nature are required to be held by or under any Central Act or

- Act of a State Legislature.

Ea:planatwn —TIn this section ‘‘controlled fund” means—
(@) in the case of any insurer specified in sub-clause. (a) (n) or sub-

, clause (b) of clause (9) of section 2 and carrying on life insurance business—

~ (6) all his funds, if he carries on no other class of i insurance business;

(i) .all the funds appertaining to his life insurance business if he
carries on some other class of insurance business also; and
(b) in the case of ahy other insurer carrying on life insurance business—
() all his funds in India, if he carries on no other- class of i insurance
business;
(i) all the funds in India appertaining to his life insurance busi-
ness if he carries on some other class of insurance business also;
but does not include any fund or portion thereof in respect of which the
Controller is satisfied that such fund or portion thereof, as the case may be,
is regulated by the law of any country outside India or in respect of which
the Controller is satisfied thab it would not be in the interest of the insurer
to apply the prov151ons of this section.’

18. Amendment of section 28 Act IV oi 1938.—In section. 28 of the

said Act,—

(i) in sub-section (1), the words “regiétered under . this . Act” shall be
omitted;

(i7) after sub- sectlon (2) the followmg sub sectlons bhall be mserted,
namely :— - - :

“‘(24) In respect of the Governmenb securltles and other a.pproved
gecurities invested . and Xkept. invested in. accordance, with: sub-gsection
(1) of section 27 an. ingurer: shall fKubmi$. a,long w1th bhe_,‘eturns referred
“to in sub-sectlons (1) and (2) a certlﬁcate, where such assets are in the
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custody of :a banking company, from that company, and in-any o’oher
case, from the chairman, two directors and a principal oﬁicer if the
insurer is a. company, or otherwise from a principal officer of the
insurer, to the effect that: the securities are held free of .any encum-
‘brance, charge, hypothecation, or lien, and every such certificate after
the first. shall also state that. since. the date of the certificate imme-
diately preceding. all: the securities. have. been so -held. _
(2B) In respect of the assets forming the comtrolled fund within
the meaning of section 27A, and which do not form part of the
Government securities and approved securities invested and kept inves-
- ted in accordance with section 27, an insurer shall submit, along with
the returns referred to in sub- sect*ons (1) and (2), a statement, where-
such assets are in the custody of a banking company, from that com-
.pany, and, in any other case, from the chairman, two directors and
. a pli‘mipa‘ officer-if the insurer is & company, or. from principal officer
of the insurer if the insurer is not a company, specifying the assets,
which are subjected to a charge and certifying that the other assets
are held free of any encumbrance, charge, hypothecation, or lien, and
~every such statement after the first shall “also specify ‘the charges
created in respect of any of those assets since the date of the state-
ment immediately preceding, and, if any such charges have been
liquidated, the date on which they were so liquidated.’

©19. Insertion of new seéction 28A in :Act- IV ‘of 1938.—After section 28 of
the said Act, the following section shall be inserted, namely:—

‘“28A. Return of investments relating to controlled fund and changes
therein.—(1) Every insurer carrying on life insurance business, shall
every year, within thirty-one days from the beginning of the ‘year submif

~ to the Controller a return in the prescribed form  showing as at the
- '81st day of December of the precedmg year .the investments
made oub of the controlled fund referred to in section 27A and every such

. return shall be certlﬁed by a prmmpal ofﬁcer of the insurer.

(8) Every insurer- referred to in sub-section (1) shall also submit to
" the Controller & return in the prescribed form showing all the changes thaf
oceurred in- the investments aforesaid during each of the quarters ending
on the last day of March, June, September and December within thnty-
one days from the close of the quarter to which it relates, an& every euch
return shall be certified by a principal officer of the insurer.’

..20.. Amendment of section 29,. Act IV of 1938.—In section 29 of the

() in the first proviso to sub-section (I), for the words “nothiﬁg herein"

confained’ the words “nothing contained in this sub-seetion” ‘shall be
substituted ; ' :

(i) the second and third provisos to sub-section (I) shall: be omitted;

(#t7) to the fourth provico, the following words «shall be added,
“namely: — . . » h o

““‘and where any snch loan or advance is made out :of any life
insurance fund the matter sball be reported within thlrty days of tha
making of-such loan- or advance to -the Controller.’

206 M Qf Law
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namely:—
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() after sub-section (2),' the following sub-sections shall be added,

““(3) Subject to the provisions of sub-section (I), no insurer
carrying on life insurance business shall grant— _
" (a) any loans or temporary advances elt'her on hypothecation
of property or on personal security or otk}erwme, except such loans
as are specified in sub-section (I) of section 27A ;

(b) temporary advances to any chief, special or insurance
agent to facilitate the carrying out of his functions as such except
in cases where such advances do not exceed in the aggregate—

(@) in the case of a chief agent, the over-riding renewal
commission earned by him during the -year immediately
preceding,

(ii) in the case of a special agent, the renewal commis-
sion earned by him during the year immediately preceding,

(i) in the case of an insurance agent, the renewal com-
mission earned by him during the year immediately preceding.

Ezxplanation.—The temporary advance referred to in clause
(b) of this sub-section shall also be admissible in the vase of
any special agent or insurance agent newly -appointed, but
such advance—

(a) shall be repayable within two years from the
date on which such special agent or insurance agent was
first -appointed, and

(b) shall not exceed, in the case of the special agent,
five - hundred rupees, and, in the cagse of the insurance
agent, one hundred rupees,

and the total amount of all advances so made -shall not
exceed ten thousand rupees in the case of any insurer whose
business - in force is one ‘crore of rupees or more and
five thousand rupees in any other case.

(4) Every loan or advance existing at the commencement of the
Insurance (Amendment) Act, 1950, which contravenes the provisions
of sub-section (3) shall .be notified by the insurer to the Controller

‘within thirty days of such commencement and shall notwithstanding

any contract to the contrary be repaid within one year from such
commencement.

(5) Where any event occurs giving rise to circumstances, the
existence of which at the time of the grant of any subsisting loan or
advance would have made such grant a contravention of this section,
such loan or advance shall, notwithstanding anything in any contract
to the contrary, be repaid within three months from the occurrence of
such event. ' '

(6)v In case of default in complying with the provisions of sub-
gection (4) or sub-section (), the director, manager, auditor, actuary,

officer or partner, or the chief, special or insurance agent concerned

shall, without prejudice to any other penalty which he may incur,
cease to hold office under, or to act for, the insurer granting the loan cn

the expiry of the said period of one year or three months, as the
case may be."’

21. Amendment of section 30, Act IV of 1938.—In section 30 of the said

Act, after the word and figures ~“‘section 27"’ the word; figures = and lelter

“‘gaction 27A”" shall be inserted.

| ACT XLVIE
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22, Amendment. of section 31, ‘Act - IV of 1938,—In secmon 31 of the said

'Act, for sub-section (2), the followmg sub- section” shall be substituted,
xamelb — ’

““(2) Nothing contained in this section shall be deemed to prohibit the
endorsement in favour of a bauking company of any security or other

document solely for the purpose of. eollection or for realisation of interest,
bonus or dividend.”’

23. Ingertion of new sections 31A and 31B in Act IV of 1938.—After section.
81 of the said Act, the following sections shall be inserted, namely:—

“‘81A. Provisions relating to managers, etc.—(1) Notwithstanding
anything to the contrary contained in the. Indian Companies Act, 1913
(VII of 1918), or in the articles of association of the insurer, if a company,
or in any contract or agreement, no insurer shall after the expiry of

:(l)ggo year from the commencement of the Insurance (Amendment) Aect,

(a) be managed by a company or a frm, or

(b) be directed or managed by, or employ as manager or officer
or in any capacity, any person whose remuneration or any  parg
thereof takes the form of commission or bonus or a share in

the valuation surplus in respect of the life insurance business of the
insurer, or

(¢) be dirccted or managed by, or employ as manager or
officer or in any capacity, any person whose remuneratlon or any
part thereof takes the form of commission or bonus in respect of the
general insurance business of the insurer:

Provided that nothing in this sub-section shall be deemed to
prohibit— .

() the payment of commission to & chief agent, speciak
agent or an insurance agent, in respect of life insurance business
procured by or through him;

(i7) the payment of commission to a principal égent or amw.
insurance agent in respect of gemeral insurance business procured
by or through him;

(i) the payment of commission, with the approval of the Central
Government and for such period as 1t may determine, to a person not
being an officer of an insurer who was, on the 1st day of November,
1944, employing on behalt of an insurer; chief agents or speswl agents
and continues so to do in respect of insurance business procured by or
through him;

(iv) the employment of any individual in a clericai or other
subordinate capacity who, as an insurance- agent, receives commission
in respect of insurance business procured by him;

(v) the employment as an officer of any individual who
receives renewal commission in respect of life insurance business
procured by him in his capacily as an insurance agent or as am
employer of agents before such employment, or before the commence-
ment of the Insurance (Amendment) Act, 1950, whichever is later;

(vi) the payment of a share in the profits of general insurance
business;

{vi0) the payment of bonus in any vear on.a uniform bas1s to alf
salaried employees or ‘any class of them by way of additional remune-
ratlon, such bonus, in the case of any employee, not exceeding in




* awount the equivalent’of his sa , 1136df"'vihic}{,’jhl""zi’ﬁhe' opinion
of the Céntral Goverriment, is reasonable haviug regard- to the cicum-
stances of the case. ’
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(8) Notwithstanding . anytning to .the contrary .contained in :.the
“JIndian - Companies Act, «i818, or. «dnthe . articles . of ..associafion
of the insurer, being a company, or in any contraet or agreement,
no manager, managing director or any other person concerned in the

~management :of :an.insurer’s business shall be-entitled-fo nominate, 4 sue-
cessor to his. office, and no.person so nominated, whether before or:after

the commencement of the Insurance (Amendment) Act, 1950, shall be en-

Ei:;itl_ed‘ to hold or to continue in such office.

(3) If in the case of -any insurance company provision -is made
by the articles -of association of the company or by an agree-
‘ment entered into between any person and the company for empower-
ing a director or manager or other officer of the company to assign ' his
office to any other person, .any assignment of office rhade in pursuance of
the said provision, shall, notwithstanding anything to the contrary con-
tained in the said provision or in section 868 of the Indian Companies
Act, 1913, be void. '

(4) No person shall have any right, whether in contract or otherwise,
to any compensation for any loss incurred by reason of the operation of any
provision of this section. .

81B.  Power to-restrict payment of . excessive -remuneration.—(1) The
Central Government may if. it is satisfied -that any insurer, in:the. case of
an insurer specified in sub-clause (a) (ii) or sub-clause (b) of clause (9) of
section 2 in respect of all insurance business transacted by him, and in the-
case ol any other insurer in respect of the insurance business transacted by

““him in India, is paying any person remuneration, ' whether by way of

cornmission or otherwise, on ‘a scale disproportionate, saccording to the
normal standards prevailing in insurance business, to the resources of the

<insurer, call upon the insurer to comply within six months with such
~directions as it -may think fit to issue-in‘the matter, and:if-compliance

with the directions so issued requires the alteration of:amy of the termas

-of the contract entered: into by the insurer with such. person, no compen-
- sation shall be payable to such: person by the insurer: by reason only of

such alteration or of the resignation of such .person if the altered terms

- are not acceptable to him and no payment by way of renewal commission

or otherwise shall be made to such person by the insurer in respect of any
premiums paid aftcr the date of such resignation except at such rate as
may be approved by the Central Government in this behalf.

(2) Every insurer shall, before the close of. the month following every
year, submit to the Controller a statement in the prescribed form showing
the remuneration paid, whether by way of commission or otherwise, to any

. person in cases where such remuneration exceeds the sum of“five thousand

rupees in that year.:

(3) Where any person not béing a chief agent, principal agent ot

~ gpecial agent is in receipt of ‘remuneration = exceeding the sum of five

thousand rupees in any year, the Controller may, by notice in writing, require

- the insurer to .submit certified copies of the agreement: entered into between
- the .insurer and any-such perscn, and-the insurer.shall comply: with any

such requisition within:the time specified in'the notiee.’’ ...
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24. Insertlon of- new-seetion 32A.in.Aect IV.-oi 1938»——After Sbcfalon 32 of
the said. Act, the- following. s cmon shall be. inserted, namely —

“82A. Prohibition of common oJﬁcers and requzrement as to whole-time -
officers.—(1) A managing director or other officer of an insurer specified in
sub-clause (b) of clause (9) of section 2 ‘and ’carrying on life insurance busi-
‘ness- shall not-be a managing director or other officer of any other’ insurer
carrying on:life insurance  business or'of a barnking’ company or of an invest-
ment company:

Provided that the .Central Government may permit’ such managing
director or- other officer 40 be 'a managing - director or other officer
of-any other -insurer carrying: ouw: life insurance business for the purpose
of amalgamatmg the business of the two l.nsurexs or transferring the busi-

~ness of one insurer to the other.

(2) Where an insurer specified in sub-clause - (b) of clause (9)
of section 2 has a life insurance fund ‘of more than  twenty-tive
lakhg of rupees or insurance funds totalling more than fifty lakhs of rupees,
the manager, managing director or other officer of the insurer shall be a
whole-time employee of the imsurer:

Provided that the Central Government may, for such per 1od as 1t thinks
fit, permit the employment of any specified -person as a part time manager,
managing director or other officer of such insurer.

(3) Nothing in this section shall prevent—

{e) the manager,” managing:director or other officer of an insurer
being the manager, managing director or other officer of a subsidiary
company of the insurer with the previous approval of the Central
Government;

(b) the manager, managing director or other officer of an insurer,
exclusively carrying on life insurance business, being the manager,
managing director or other officer of an insurer not carrymg on life
insurance business; :

(c) any officer of a branch of one insurer carrying on general
insurance business from being any officer of a branch in the same
town of another insurer carrying. on g’eneral ingurance business;

(d) an officer- in the employment of aninsurer from giving pro-
fessional advice;

’Fmplanatzon —In this section the expression. ofﬁcer does not 1nclude
a director.’ :

25. Substitution of new section for sections 33 and 34 in Act IV of 1938.—
For sections 83 and 84 of the said Act, the following section shall be substituted,
‘namely : —

“‘83. Power of mvestzgatzon —(1) The Oentral Government may = ab
any time, by order in writing, direct the Controller or any other person
specified in the order to investigate the affairs of any insurer and to reporb
“tu -the. Central Government on any investigation made by him:

~“Provided that the Controller or. the..other.. person may, wherever
necessary, employ an auditor or actuary or both for the purpose of aﬁsmt-
ing ‘him' in any . investigation: under- nhm sectxon :

(2) It shall be the duty of every, manager, managmg director or, ot};ler
ofﬁcer of the insurer to produce before the person directed to malke the in-
vestlgatlon under -sub-gection: (1) all isuch! bsoks iofvadcount; regasters and

her-documentsiin:his custody-or power and:to-fiirnish - hirn: withs fany state-
I-menl;s and .information. relating.,to. the .affairs.of . the. insurer as<the said per-
‘may,. requu'e ; ithi h“tlme a5 e.rsald -PErson,may; specity.




22 - - Iusuranice (AM@ﬁfdn"zeﬁt) - “‘i[;‘A(’}T"XLVII’ ”

(3) Any person, directed “to make an invesﬁgation under sub-section

(D), may examine on oath, any manager, managing director or other officer

of 'the insurer in relation $o his business and may administer oaths accord-
jugly.

(4) On receipt of any report under sub-section (I), the Central Gov. -

ernment may, after giving such opportunity to the insurer to make a repre-

sentation in connection with the report as, in the opinion of the Central
Government, seems reasonable, by order in writing,—

(2) require the insurer to take such action in respect of any matter
arising out of the report as the Central Government may think fit, or

(b) direct the Controller to cancel the registration of the insurer;
or

(c) direct the Controller to apply to the court for the winding up |
of the insurer, if ‘a company, whether the registration of the insurer
has been cancelled under clause (b) or not.

(6) No order made under this section other than an order made under :

clause (b) of sub-section (4) shall be capable of being called in questlon in
any court.

(6) All expenses of, and incidental to, any investigation made under
this section shall be defrayed by the insurer, shall have priority over other
debts due from the insurer and shall be recoverable as an arrear of land-
revenue.’ .

26.. Amendment of section 35, Act IV of 1938.—In section 35 of the said
Act,—

- (1) in sub-section (1), for the words ““Court havmg jurisdiction over one
or other of the parties concerned’’ , the word “‘Controller’” shall be sub-

stituted;

(#) in sub-section (3), for the word ‘‘Court’’ and the words ‘‘Central
Government’’, wherever they = occur, the word “Controller” = shall be
substituted ;

(ii7) sub-section (4) shall be omitted.

27. Amendment of section 36, Act IV of 1938.—Section 86 of the said Ach
shall be renumbered as sub-section (I) of that section, and

(¢) in that sub-section as so renumbered, for the words “‘Court’” and
‘“it™, wherever they ~occur, the words ‘‘Controller’” and ‘‘he”” shall
respectively be substituted; and

(b) after sub-section (I) as so renumbered, the following sub-section
shall be inserted, namely:—

““(2) If the arrangement involves a reduction of the amount of the
insurance and other contracts of the transferor insurer or of any or all
of the insurers concerned in the amalgamation, the Controller may
sanction the arrangement, reducing the amounf of such contracts
upon such terms and subject to such conditions as he may think pro-
per, and the reduction of contracts as sanctioned by the. Controller
shall be valid and binding on ‘all the parties concerned.”

28, Amendment of sectlon 37, Act IV of 1938.—In section 87 of the said
Act, for the word “‘Court”, in both the places where it occurs, and for the
: Words Central Government” the word “Controller”:'shall be substltuted

o 29 Amendment - of section 39 Act IV 0f:1988.—~In section.'39 of the said
.. Act, to sub-section (1) “the: followmg prov1so shall be ‘added namely" e

“*“Providéd that, wheré ‘any mnotin  hinor, ‘it sh wvful for
the pohcy holder o appoi : i e
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the money secured by the pohcy in the event of hls &eath during the minority
of the nomines.’

30. Amendment of section 40, Act IV of 1938

Act,—

(f) in sub-section (I), for the words ‘‘or a person acting on behalf of
an insurer who for. purposes of insurance business employs. insurance
agents’’ the words ‘‘or a principal, chief or special agent’’ shall he
substituted ; : ‘

(i) in sub-section (14), after the words ‘‘and sections’ the figures

~and letter ‘“40A” shall be inserted;
(i) to sub-section (2), the following further proviso shall be added,
namely :—

“Provided further that nothing in this sub-section shall apply in
respect of any policy of life insurance issued after the 31st day of
December, 1950, or in respect of any policy of general insurance issued
after the commencement of the Insurance (Amendment) Act, 1950.”;

(iv) in the proviso to sub-section (24), after the words ‘"notice in
writing to the insurance agent through whom the policy was effected’’,
the words *‘if such agent centlnues to be an agent of the insurer’ shall be
inserted. ‘ ~ :

31, Insertion of new sections 40A to 400 in Act IV of 1938.—After- section

40 of the said Act, the following sections shall be inserted, namely : —

““40A. Limitation of expendilure on commission.—(1) No person shall
p&y or contract to pay to an insurance agent, and no insurance agent ghall
receive or contract to receive by way of commission or remuneration in any
form in respect of any policy of life insurance issued in India by an insurer

after the 31st day of December, 1950, and elfected through an insurance
~agent, an amount exceeding—

(a¢) where the policy grants an immediate annuity or a deferred
annuity in consideration of & single premium, or where only one pre-
miumn is payable on the policy, two per cent. of that premium,

(b) where the policy grants a deferred annuity in consideration of
more than one premium, seven and a half per cent. of the first year’s
premium, and two per cent. of each rcnewal premium, payable on the
policy, and

(¢) in any other case, thirty-five per cent. of the first year’s pre-
mium, seven and a half per cent. of the second and third year’s renew-
al premium, and thereafter five per cent of each renewal premium,
payable on the policy:

Provided that in a case referred to in clause (c), an insurer, durmg the
first ten years of his business, may pay to an insurance agent, and an ingur-
ance agent may receive from such an' insurer, forty per cent. of the first
year’s premium payable on the poliey.

(2) No person. shall pay or contract to pay to a speclal agent, and no
special agent shall receive or contract to receive, by way of commission or
a8 remuneration in. any form, in  .respect of any policy of life insurance
igsued in India by an insurer after. the 3lst day of .December,. 1950, and
eﬁected through a specml{agent an, amount exceedmg—

(@) in 8 case: referred to.in. clause‘”a) of sub sectlon (1) one half
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cent. of the first year’s premium payable on the policyy and

(¢) in a case referred to iniclause (c) of sub-section - (1), fifteen
per cent. of the first year’s premium payable on the policy:

Provided that in a case referred to in clause (¢), an insurer, during
the first ten years of his business, may pay to a special agent, and a special
agent may receive from such an insurer; seventeen and's half per‘cert. of
the first year’s premium payable on the policy.

(8) No person shall pay or contract to pay to an insurance agent, and
no insurance agent shall receive or contract to receive, by way of commis-
sion or remuneration in any form, in respect of any policy of general
insurance issued in Indis by an insurer after the commmencement of the

‘Insurance (Amendment) Act, 1950, and effected through an insurance

agent, an‘amount exceeding—

(a) where the policy relates to fire or miscellaneous  insurance,
fifteen per cent. of the premium payable on the policy, and

(b) where the policy relates to marine insurance, ten per cent. of
the premium payable on the policy: ' : ~ ’

(4) No person shall pay or contract to pay to a principal agent, and no
principal agent shall receive or contract to receive, by way of commission
or-remuneration ‘in. any form, in respect ofrany policy of general insurance
issued in India by an insurer -after the commencement of the Insuranee °

(Amendment) Act, 1950, and effected through a principal agent, an amount
exceeding— :

_(a) in the case referred to in clause (a) of sub-section (3), twenty
per. cent.. of the premium payable on the policy, and

(b) in' the case referred: to in clause (b) of that sub-section; fifteen:
pex cent. of the policy, :

less any commigsion payable to any insurance agent in respect of the said
policy:

Provided that the Central Government may, in such circumstances

“and to such extent and for such period as may be specified, authorise the

payment of commission or remuneération exceeding-the *limits- specified in
this sub-sectlion to a principal agent of an insurer incorporated or domiciled
elsewhere than in India, if such agent carries out and' has contihtocusty
carried out in his own office duties- on behalf of the insurer which would
ctherwise have been performed by the insurer. ‘

(8) Without prejudice to the provisioris- of ‘section  102-in respect of a
contravention of any of the provisions of the preceding sub-sections by an
insurer, any insurance agent who eontravenes the provisions of sub-section

#(1) or sub-section (3) shall be punishable with fine which may extend
“to cve hundred rupees. : '

40B. Limitation of expenses of management in-life insurance business.
—(1) Every insurer transacting life insurance business in India shall furnish
to the Controller, within such:time as ‘may: be prescribed, statements in the
preseribed form certified by an actuary on the:basis: of: premiums:cmrently

‘used by himin regard -to new businessin regpect  of - mortality, - rate of
“intérest, expenses ‘and- bonus loading:" o e

.

(2) After the 81st day of December, 1950, no insurer shall, in respect

i wof life insurarice: bukiness trankacted by HinrinsIndia s spend as expenses

of management in any calendar year an amoui exeessiof the: prescribed
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: hmlts and in preseribing -any 'such limiits regardshall be had to the size
and: age of the insurer and‘the prov1s1on generally made for expenses of
management in ‘the premium rates:of- insurers:

Provided that where an insurer has spent as such expenses in any
year an amount in excess of the amount permissible under this sub-section,
. be shall not be deemed to have contravened the provisions of this section, 1f
the excess amount so spent ig within such limits as may be fixed in respect
of the year by, the Controller after consultation with the Executive Com-
“mittee of the Life Insurance Council constituted under section 64F, by
which the actual expenses incurred may exceed the expenses permlsmble
under this sub-section.

(3) In respect of ani statement mentioned in sub-section (I), the
Controller may require that it shall be. submitted to another actuary
appointed by the insurer for the purpose and approved by the Controller,
for certification by ‘him, whether with or without modifications.

(4) Evely insurer transacting life insurance business 1n India shall in-

- gorporate in the revenue account-

(a) a ceriificate signed.by the chairman and two directors and by

the principal officer of the.insurer, and an auditor’s certificate, certi-

: fwng that all expenses of managemenb in respect of life insurance

business transacted by the insurer in India have been. fully debited in
the revenue account as expenses; and

(b) if the insurer is carrying on any other class of insurance busi-
ness in addition to life insurance business an auditor’s certificate certi-
fying that all charges incurred in respect of his life insurance business
and in respect of his business other than life insurance business have
been fully debited in the respective revenue accounts ;

Ezplanation.—In this sectlon,

(a) “‘calendar year’' or ‘‘year’” means, in relation to an ingurer
who is required to furnish returns in accordance with sub-section: ()
of section 16, the period covered by the revenue account furmshed by
such insurer under clause (b) of that sub-section;

(b) “‘expenses of management’’ means all charges wherever in-
curred whether directly or indirectly, and includes—-

(i) commission payments of all kincs,
(17) any a.mount of expenses ecapitalised,

(¢ii) in the Gase of an insurer having his prlnclpal place of
business outside India, a proper share of head office expenses which
shall not be: less than such percentage as may be prescribed of the
total premiums (less reinsurances) received durmg_ the year in res--
pect of life insurance business transacted by him in India,

but does not .include in the case of. an insurer havmg hig principak
place of business in-India any share of head office expenses in respect
of life insurance business transacted by him outside: India.

40C.  Limitation of expenses of management in geneml insurance busi-

- ness.—(1) After the 31st day of December, 1949, no insurer shall;"in respect
of any- class of. general insurance busmess transacted’ by hid* in India,

spend in any calendar year as expenses “of “management ‘including com-

mission or remuneration for procuring business an amount in excess of the

prescrlbed limitgand: in- pregeribing: any such’ hmz’cs regard ‘shall be had to
the ®izeiand age of:the ingurer: :

Provided that where an insurer has spent as such expenses in anyv
(yesi :an amiountiniiexcéss of-theramount jpermissible amidersthis sub-section,
© ~hesshall :not Peondedemeds to Law scontravened !therprovisions: of‘ ‘this sechon,

PR}
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if the excess amount so spent is within such.limits as may be fixed im
respect of the year by the Controller after consultation with the Executive
Committee of the General Insurance Council constituted under section
64F, by which the actual expenses incurred may exceed the expenses per-
m1sslb1e under this sub-section.

(2) Every insurer as aforesaid shall incorporate in the revenue account
a certificate signed by the chairman and two directors and by the principal
officer of the insurer, and by an auditor certifying that all expenses of
management wherever incurred, whether directly or indirectly, in respect of

the business referred to in thls section, have been fully debited in the
revenue account as expenses.

Ea;plqnation.—ln this section,—

(a) ‘‘calendar year'’ shall have the meaning assigned to it in sectiom
40B;

(b) “‘expenses of management’’ means all charges, wherever in-
curred whether directly or indirectly, including commission payments
of all kinds and, in the case of an insurer having his prineipal place of
business outside India, a proper share of head office expenses, which
ghall not be less than such percentage as may be prescribed, of hie
gross premium income (that is to say, the premium income withou#
taking into account premiums on reinsurance ceded or accepted) written
dlreet in India during the year;

(¢) ‘‘insurance business transacted in India’’ includes insurance
business, wherever effected, relating to any property situate in India
or to any vessel or aircreft registered in India.”

Act,—

(¢) in sub-section (1), for the words “three rupees’’, the words “‘ten _

rupees’’ shall be substituted;
(b) in sub-section (2), the word “‘registered” shall be omitted;

(¢) for sub-section (3), the following shall be substituted, namely:—

“(3) A licence issued under this section, after the commencement

of the Insurance (Amendment) Act, 1950, shall remain in force for &

period of three years only from the date of issue, but shall, if the

applicant does. not suffer from any of the dlsquahﬁcatlonn mentioned
in items (b), (¢) and (d) of sub-section (4) and the application for renew-

al of the licence reaches the issuing authority at least thirty days be-

fore the date on which the licence ceases to remain in force, be renewed
for a period of three years at any one time on payment of the pres-
cribed fee which shall not be more than ten rupees, and an additional
fee of a prescribed amount, not exceeding three rupees by way of
penalty, if the application for renewal of the licence does not reach the
issuing  authority at least thirty days b‘efore the date on which the
licence ceases to remain in force; '

(34) No application for the renewal of'a licence under thls sectlon
shall be entertained if the application does not - reach the issuing
authorlty before the licence ceases ‘oo remam in, force

' Provided that the Controller may, - if: sat1sﬁed that undue “hard-
.,;shlp would be caused ‘otherwise, accept any:application. m_con‘oravenﬁon

N A L e R
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of this sub section on payment by the apphcant of a penalty of thirty
rupees.’

33, Insertion of new sections 42A, 42B and 42C in Act IV oi 1938.—After

section 42 of the said Act, the followmg sections shall be inserted, namely:—

““42A. Registration of principal agents, chief agenis and special agents.—
(1) The Controller or an officer suthorizsed by him in this® behalf shall,
in the preseribed manner and on payment of the prescribed fee, which
shall not be more than twenty-five rupees for a principal agent or a chief
agent and ten rupees ‘or a special agenf, register any person who makes
an application to him in the preseribed manner if,—

(a) in the case of an individual, he does not suffer from any of the
dlsquahﬁcatmns mentioned in sub-section (4) of section 42, or

(b) in the case of a company or firm, any of its directors or parb-
ners does not suffer from any of the said disqualifications,

and a certificate to act as a principal agent, chief agent or special agent,
as the case may be, for the purpose of procuring insurance business shall be

issued to him.

(9) A certificate issued under this section shall enfitle the holder there-
of to act as a principal agent, chief agent or special agent, as the case
may be, for any insurer. :

(3) A certificate issued -under this section shall remain in force for a
-period of twelve months only fromi-the date of issue, but shall, on applica-
tion made in this behalf, be renewed from year to year on production of &
certificate frori the insurer concerned that the provisions of clauses 2 and
3 of Tart A of the Sixth Schedule in the case of a principal agent,
the provisions of clauses 2 and 4 of Part B of the said Schedule in the case
of a chief agent, and Lhe provisions of clauses 2 and 3 of Part C of the said

- 8chedule in the case of a special agen$, have been complied with, and om
payment of the prescribed fee, -which shall not be more than twenty five
rupees, in the case of a principal agent or a chief agent, and ten rupees in
the case of a special agent and an'additi_onal fee of the prescribed amount
ot exceeding five rupees by way of penalty, in cases where the application
_for renewal of the certificate does not reach the issuing authority before
the date on which the certificate ceases to remain in force:

Provided that, where the applicant is an individual, he does not suffer
from any of the disqualifications mentioned in clauses (b) to (d) of sub-sec-
tion (4) of section 42, and, where the applicant is a company or a firm, any
-of its directors or partners dres not suffer from any of the said dlsquahﬁ-
cations,

(4) Where it is found that the principal agent, chief agent or special
agent being an individual is, or being a company or firm contains a director
or partner who is, buffermg from any of the disqualifications mentioned in
sub-section (4) of section 42, without prejudice to any other penalty to
which he may be liable, the Controller shall, and = where a- - principal

agent, chief agent or special agent has contravened any of the provisions
of this Act may, cancel the certificate issned under this section to such
prmmpal agent, chief agent or bpeeml agent.

; (5) The authontv Whlch 1ssued any cermﬁcate under this section may
- issue a duphcat ¢ 'abe to replaCe a certificate lost, destroyed or muti-

* laty pay '1esc“bed fee, Whlch shall not be more than two
.mpees R Y 3 A
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(6) Any person who acts as a principal agent, chief agent or speclal
agent, without holding ‘a certificate issued under” this section to act
as such, shall be punishable with fine which may extend to five hundred
rupees, and. ‘any insurer or any.person acting. on behalf of an insurer, who

. appoints as a principal agent chiet agent or speclal agent any. person not

entitled to act as such or transacts any insurance business in- India through
any such person,- shall be pumshabie -with fine - which.. may- extend to one

: thousand rupees.

N Where the person contravenmo .sub-section (6) is.'a company or &
firm, then, without prejudice -to any . other proceedings which may be. taken
against the company or firm, every director, manager, secretary or any
‘other officer of the company, and every partner of the firm who is knowing-

ly a party to such contravention shall ‘be punishable with fine which may
extend to five hundred rupees.

-(8) The provisions of sub-sections (6) and (7) shall not take effect until

the expiry of six months from the commencement of the Insurance (Amend-
ment) Act, 1950

42B. Regulation of employment of principal agénts.—(I) No insurer
shall, after the eapiration of seven years from the commencement of the
Insurance (Amendment) Ach, 1950, appoint, or transact any insurance
business in- India, through a principal agent.

(?) Every contract between an insurer and a prmclpal agent shall be
in writing and the terms contained in Part A of the Sixth Schedule shall
be deemed to be incorporated in, and form part of, every such -contract.

(3) No insurer shall, after the commencement of ’she Insurance

- (Amendment) Act, 1950, appoint any person as a principal agent except in

a presidency-town un]ess the appointment is by way of renewal of any con-
tract sub31st1ng at such commencement

© {4) Within gixty days of the commencement of the: Insurance (Amend-
ment) Act, 1950, every principal agent:shall file with :the insurer:concerned
o full list of insurance agents employed by him indicating the terms of the
‘contract between the principal agent and each of such insurance agents,
and, if any principa! agent fails to file such a list within the period specified,
any commission’ payable to such principal agent on premiums received from
the date of expiry of the said period of sixty days until the  date of the
filing of the said list shall, notw1thstand1ng anythlng in any coniract to
the contrary, cease to be so payable.

(8) A certified copy of every contract as:is referred to in sub-section ()
shall be furnished by the insurer to the Contreller within thirty days of
his entering into such contract and intimation of any change iniany such
contract shall be furnished by the insurer with full particulars thereof to’
the Controller within thirty days of the making of ‘any such change.

~ (6) If the commission due fo any insurance agent in ‘respeet of any

~ general insurance business procured by such agent is not paid by the prin-
_ clpal agent for any reason, the insurer may pay ‘the insurance agent the

commission so due and reeover the ‘amount’ so pald from the principal
agent concerned.

() Bvery. contract. as is referred to: in sub section (2); subsisting af
the commencement .of -the Insurance (Amend: nt) Act, 1950, ghall, - with
respect to terms regardmg remunena,tlen, be,deemed fo have been. 50,
as to be in accordance wﬂ)h the prov1s1ons of sub sec‘nlon (4«)1 of se
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5-8). 1f: apy sdispute arises .as to- whether & person. is or- was a. principal

.agent, the matter-shall be: referred to; the Contreller, whose decision shall

~be final. . s

(9) Every insurer shall maintain a register in which the name angd
address of every principal agent appointed by him, the date of such
appointment and the date, if any, on which the appointment  ceased shall
pe-entered. . : "

42C. Regulation of employmeng of chief agents and special agenis.—
(I) Every contract between an insurer carrying on life insurance business
and a chief agent shall be in writing, and shall specify the area (not
being less in extent than a district or the equivalent thereof) for which the
chidt agent is appointed, and the terms contained in Part B of the Sixth

Bchedule shall be deemed to be incorporated:in, and form part of, every
such contract. ;

(2) No chief agent shall, either directly or through insurance agents
or special agents employed by or through him procure life insurance busi-
ness for the insurer in any area outside the area for which he has been
appointed or in any area for which another chief agent; has been appointed
or in any area in which the head office or any branch office of the insurer
"is operating, and neither the head office nor any branch office of the in-
surer shall operate in any area for which a chief agent has been appointed:

- Provided that nothing in this sub-section shall be deemed to prohibit
the head office of an insurer which had been operating at the commence-
ment of the Insurance (Amendment) Act, 1950, for & period ‘of not less
“than ten years before such commencement within the municipal limits of
any town where the head office is'situate, and a chief agent who, in pursu-
“‘ance of an agreement in writing, had been operating for a similar period
- within such limits, from continuing fo:operate within the said liraits:

Provided further that nothing in this sub-section shall be deemed to
prohibit -an insurance. agent from procuring life insurance business in or

- from any area and submitting the proposals direct to the principal office
of the insurer in the States. ‘

(3) Within sixty days of the commencement of the Insurance (Amend-
ment) Act, 1950, every chief agent shall file with the insurer concerned a
full list of the insurance agents employed by him, indicating the terms of
the contract between the chief agent and each of such insurance agents and

- the business secured by each of such agents, and if any chief agent fails
to file such a list within the period specified, any commission payable
to such chief agent on premiums received from the date of the expiry of the
said period of sixty days until the date of the filing of the said list shall,
netwithstanding anything in any contract to the contrary, cease to be so

- payable. : ) ' ‘
" (4) Every contract between an insurer carrying on life insurance busi-
ness and a special agent, or between a chief agent of such insurer
-and a special agent, shall be in writing and the terms contained in Part

C of the Sixth Schedule shall be .deemed to be incorporated in, and form
part, of every such confraot:

Provided that the Controller may, in the case of a contract between
8 co-operative life insurance society as defined in clause (b) of sub-section
(1) of section 95 and a- co-operative  society registered under the Indian
Co-operative’ Societies Act, 1912 (IT ‘of 1912), or under any other law for
the ‘time: being in‘{orece and aeting-as a special a
-as he ‘thinks fif, allor-any of'the-said: terms,

ent, alter, toj.‘sku_@]v- sxtent
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(5) A certified copy of every: conbracb asis reﬁerred to in sub-section
(I} or sub-section (4}3 shall be furnished by the insurer or the chief .agent
to the Controller within thirty days of his entering into such contract, .and
intimation of any change in any such contract shall be furnished by the -
insurer or the chief agent with full particulars thereof to the Controller
within thirty days of the making of any such change.

(6) No such contract as is referred to in sub-section (I) or sub-section
(4) shall be entered into or renewed for a period exceeding ten years at any
one time, and, notwithstanding the terms of any contract to the contrary,
no option to renew any such contract given to any of the parties shall be
enforceable without the consent of the other.

(?) Every contract between an insurer and a person acting on behalf
of such insurer who, before the commencement of the Insurance (Amend-
ment) Act, 1950, has been employing insurance agents for the purpose of
life insurance busmess, which is subsisting on such commencement, shall
terminate after the expiration of ten years from such commencement, if it
does not terminate earlier:

Provided that every such contract shall be modified by the parties

- before the 1st day of January, 1951, to bring it into conformity wﬁch this

Act, and any such modification shall—

(¢) as respects remuneration, whether in respect of business already
procured or in respect of business to be procured thereafter, be such
as may be mutually agreed upon between the parfies, subject, in
the case of remuneration payable on business procured before such
commencement, to a maximum ‘of an over-riding commission of twe
and a half per cent. plus a further commission not exceeding three and
three-quarters per cent. on premiums in respect of which no commis-
sion is payable to any insurance agent;

(7)) be deemed to include all the terms specified in Part B or Part
C of the Sixth Schedule, as the cdse may be:

Provided further that, in the event of any dispute as to the terms of
any fresh contract, the matter shall be referred to arbitration.

(8) Any such contract as is referred to in sub-section (?) which was
subsisting on the 1st day of January, 1949, but has terminated or has
been terminated before the commencement of the Insurance (Amendment)
Act, 1950, shall be subject to the maximum limits specified in clause (i)

~ of the proviso to sub-section (7) as respects remuneration, if any, payable

on business procured before the termination of the contract.

(9) Nothing in this section shall be deemed to prevent any special agent
from receiving any renewal commission on policies effected through him
a8 an insurance agent at any time before his appomtment as such special
agent.

(10) If any dispute arises as to whether a person is or was. a chlef agent
or & special agent for the purposes of this Aci, the matter shall be referred
to the Controller whose decision shall be ﬁnal :

(11) Every insurer shall maintain 5 reglster in which the name and ad-
dress of every chief agent appointed by him, the date on which the appoint-
ment was made and.the date, 1f any,\ on, which - the appointment ceas-
ed ghall be entered, and separate reglster m_ .Which . similar
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“particulars relating to every special agent shall be entered, and every chief

-agent shall maintain a register in which similar particulars relating to every
‘special agent appointed by him shall be entered.”

Insurance (Amendment)’

34. Substitution of new section for section 44, Act IV.of 1938.—For section
44 of the said Act, the following section shall be substituted, namely:—

““44. Prohibition of cessation of payments of commission.—(1) Not-
withstanding anythmg to the contrary contained in any contract between
any person and an insurance agent providing for the forfeiture or stoppage.
of payment of renewal commission to such insurance agent, no such person
shall, in respect of life insurance business transacted in India, refuse pay-
ment to an insurance agent of commission due o him on renewal premium
under the agreement by reason only of the termination of his agreement,
except for fraud:

Provided that—

(a) such agent ceases to act for the insurer concerned after the
Central Government has notified in the Official Gazette that i is
satisfied that the circumstances in which the said insurer is placed are
such as to justify the agent’s ceasing to act for him; or

(b) such agent has served the insurer continually and exclusjvely
in respect of life insurance business for at least five years and policies
assuring a total sum of not less than fifty thousand rupees effected
“through him for the insurer were in force on a date oune year before
his ceasing to act as such agent for the insurer, and that the commis-
~ sion on renewal premiums due to him does not exceed four per cent.

““in any case; or

(c} such -agent has served the insurer continually and exclusively
for at least ten years and after his ceasing to act as such agent he does
not directly or - indirectly solicit or procure insurance business for
any other person. ‘

Explanation.—For the purposes of this sub-section, service of an
insurance agent under a chief agent of the insurer, whether before or after
the commencement of the Insurance (Amendment) Act, 1950, shall be
deemed to be service under the insurer, ‘

(2) Any commission payable to an insurance agent under the provisions
of clauses (b) and (c) of the proviso to sub-section (1) shall, notwithstending
the death of the agent, continue to be payable to his helrs for so long a8

guch commission would bave been payable had such insurance agent beem
alive.

35. Insertion of new section 444 in Act IV 0f 1938.—After section 44 of the

said Act and before the heading ‘‘Special Provisions of Law’’, the following -
section shall be inserted, namely : —

“44A. Power to call for information.—For the purposes‘of ensuiing—
compliance with the provisions of sections 40A, 40B, 40C, 42B and 42C
the Controller may by notice—

(@) require from an insurer, principal agent, chief ayent or speciat
. agent such information, certified if so required by an audltor oz
actuary, as he may consider necessary;

(b) require an insurer, principal agent, chief agenb or special agent

. to submit, for his examination at the principal place of business of
_the insurer in the States, any hook of account, register or other docu-
ment, or to supply any sta’ﬁemenb Wh1ch -may be spemﬁed in the notme

81




(c). -examine .any oﬂ:‘tcer vof -an-insurer-or a; prinefpal. agent ehlei‘
agent or: special agent on-oath, in relation.to any such mformatlon,
book, register, document or sta,tement and admmlster the oath . accord-
1ng1y ;

and an insurer, prlnmpal agent chief agent or special agent shall eomply

with any such reqmrement within such tlme as ma,y ‘be specified in the
-motice.’ : g . o

* 36. ‘Amendment of settion 47 Act IV of 1938.—In sub-section (1) of section
47 of the sald Act, the words “before the expiry of nine months from the data
of the maturing of the policy or where the circumstances are such that the
fnsurer cannot be 1mmed1ately aware of such maturlng, from the date on which
notice of such maturing is given to the insurer’’ shall be omitted.

'37. Insertion of new section 47A in Act IV of 1938, —After sectionff7_47 of -
the said Act, the following section shall be inserted, namely: —

“47A. Claims on small life insurance policies.—(I) In the event of any
dispute relating to the settlement of a claim on a policy of life insurance
assuring a sum not exceeding two thousand rupees (exclusive of any profit
or bonus not being a gu‘arant-eed profit or bonus) issued by an insurer in
respect of insurance business transacted in India, arising betweén a claimant
under the policy -and the insurer- who issued: the policy or hag otherwise

" -assumed liability -in- respect thereof, the ‘dispute may at the option of the
-claimant be referred to the Controller for decision, and the Confroller may,
after giving an opportunity to the parties to be heard and after making
such further inquiries as he may think fit,’ decide the matter.

~(2). The: decision .of . the:.Controller under this: sub;section. shafl be final
.- -and- shall not. be-called in. -question in. any .court,, and.may. be executed by
_the Court which would have been competent to, dec1de the dispute if it had

not been referred to the Controller as if it were a,decree passed by that
court.

(3)' There shall be charged and collected in ‘respeet of ‘the duties of
the Controller under this section such fees whether by w'ty of:: percentage
or otherwise as may be prescribed.”’

38, Amendment of section 48 Act IV of 1938.—In section 48 of the Sald
Acb —_

(i) in sub-section (I), -after the words ‘‘directors -of the company” the
words ‘‘the number to be elected not being less than two in any case’’:ghall
be inserted;

(@) for the second proviso o sub-section (24), the following proviso.
shall be substituted, namely:— _ ' :

“Provided further that the Controller may exempt any director of

a subsidiary company of the insurer from eny ‘disqualification 1mposed
by this sub-section.’

(i#7). in clause (a) of sub section (3), for the words {provisions of this
sub-section’’ the words prov1s1ons of . this  section” shall be subsmbuted

89, Amendment .of . 'sectmm 48A, Act’ IV of 1938.—Tn . section 48A of the
.said Act, for the words “‘no_person scting on behalf. of an 1nsurer who, for the
purpose of life . insurance -business. employs insurance agents’’, the words no
<chief agent or spemal agenﬁ” 'shall ‘be substlﬁuted

-
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40. Insertion of new sections 48B and 48C in Act IV of 1938.—After section
3A of the said Act, the following sections shall be inserted, namely :—

‘48B. Further provision regarding directors.—(1) An insurer specified in
sub-clause (b) of clause (9) of section 2 and carrying on life insurance busis
ness shall not have a common director with another such insurer.

(2) The Central Government inay, for such period, to such extent ang

subject to such conditions as 11; may specify, exempt from the operation qf
thig section—

(a) any insurer, who is a]subs’id’iary/ company of another insurer, or

(b) -two or. more - insurers,: for ' the purpose of famhtatmg thelr
. ainalgamation or the transfer of business of one insurer to: the ofher.

48C. Appointment of additional directors.——The’ Central (;rovemmenb
‘may, in the case-of an insurer specified in sub-clause (b) of;clause (9) of

" séction 2, appoint for such, pprlod and- sub3ect to such terms nd: condi-

" Utions as)it ‘thinks fit, not more than two persons to be duectora n addltlon

"o ihe difectors already existing and the insurer shail pay to such addi-

" ‘tional director or dnectoms the same fees and allowances as are .

. . payable
"~ to. the other directors.’ o

41. Amendment of section 49, Act IV of 1938.-—(1) Section 49 of the said
et shall be renumbered as sub-section (I) thereof, and after the proviso tq
hat sub-section, as so renumbered, the following further proviso shall be added,
amely: —

“Provided further that the share of any such surplus allocated to or
reserved for the shareholders (including any amount for the payment of
dividends guaranteed to them, whether by way of first charge or otherwise)
shall not exceed seven and a half per cent. of such surplus.”

(2) After sub-section (I), as so renumbered,. the following sub-section shgll
e inserted, namely:—

“(2) For the purposes of sub-section (I), the actual amount of incoma.
tax deducted at source during the period following the date as at whieh
the last preceding valuation was made and preceding the date as at which

- the valuation in question is made may be added to such surplus after de-
dueting gn estimated amount for-income-tax on such surplus, such addxtlcm

. and deduction being shown in paragraph -8(1) of the abstract prepaled in
accordance with Part II of the Fourth Schedule to this Aet:'™ -

42, Insertion of new sections 52A to 52G in Act IV of 1938.—After section
i2 of the said Act, the following heading and -sections shall be inserted,

1amely:—
““MANAGEMENT BY ADMINISTRATOR.

52A. When Administrator for management of insurance business ma
be appointed —(1 Y If at any time the Controller has reason to believe that

an insurer carrying on.life insurance business is acting in a manner likely -

to be pre]udlclal to the interests of holders of life insurance policies, he
may, after giving such opportunity to the insurer to be heard as he thinks
fit, make a report thereon to the Cenfral Government

(2) The Central, Govelnment if it .is. of opinion after conmdermg the
" report. that it is necessary. or proper to do so, may appomt an Administrator

' to manage the affairs of . the Insurer under the. dlrectlon and control of the
- Controller. :

) The Admmlstrator shall receive:. sueh remuneratlon as the Cenﬁ'a,;
Government may. direet :and the .Central Government may. at-any time: can«
~w;eel - the dppointment: and sappoint: some other: rpersor « s Administrator, -
8 M of Law : . .

- Insurance (Amendment) | 83
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(#) The managerment of the business of the insurer shall as on and
after the date of appoiniment of the Administrator vest in such Adminis- -
trator, but except with the leave of the Controller the Admmzqtratm shall
not issue any further policies.

(5) As on.and after the date of appomtment of the Admlmstrator any
person vested with any such management 1mmed1ately prior fo that date
shall be divested of that management

6) The Controller may issue such directions to the Admlmstrator 88
to his powers and duties as he deems desirable in the circumstances of the
cage, and the Administrator may apply to the Confroller at any time for
instructions as to the manner in which he shall conduct the management
of the business of the insurer or in relation to any matter arising in the
course of such management.

52B. Powers and duties of the Administrator.—(1) The Administrator
ghall conduct the management of the business of the insurer with the great-
est economy compatible with efficiency and shall, as soon as may be possible,
file with the Controller a report stating which of the following courses is

"in the circumstances most advantageous to the general interests of the

holders of lifs ingurance policies, namely:—

(a) the transfer of the business of the insurer to some other insurer;

(b) the carrying on of its business by the insurer (whether with
the policies of the business continued for the original sum insured with
_the addition of konuses that attach to the policies or for reduced
amounts) ' :

(o) the winding up of the insurer; or

(d) such other course ag he deems.advisable.

(8) On the filing of the report with the Controller, the (JOH'blOl].el may“

take such action as ‘he thinks fit for promoting the interests of the holders

- of life insurance policies in general.

(8) Any order passed by the Controller under  sub-section (2)

-..shall be binding on all persons concerned, and shall have effect notwith-

standing anythxnw in the memorandum or articles of association of the.
insurer, of a company. i

52C. Cancellation of contracts and agreements.—The Administrator
may, at any time during the continuance of his appointment with respect -
to an insurer and after giving an opportunity to the persons concerned to
be heard, cancel or vary (elther unconditionally or subject to such con-
ditions as he thinks fit to impose) any. -contract or agreement (other than

" a policy) between the insvrer and any other person which the Administra-

tor is satisfied is prejudicial to the interests of holders of life insurance -
policies.

52D. Termination of appoiniment oj Administrator.—If at 'any time, '

- on a report made by the Controller in this behalf, it appears to the

Central Government that the purpose of the order appomtmg the Adminis-

* “trator has been fulfilled or that for any reason it is undesirable that the

- management of the insurance business which. shall, “unless otherwise direct-
ed by the Central: Government, again vest in. the Ppeérson+in whom it was

order of appointment should remain in force, the Central Goyernment may

cancel the order and thereupon the Administrator shall be divested of the

vested immediately prior to. the date of appomtment of the: Admmlstrator

Mer:»W«im it
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598. Finality of dyécisuioh ‘ a,ppovintking Administrator.—Any order or
decision of the Central Government made in pursuance of section 52A or
section 52D shall be final and shall not be called in question in any Court.

52F. Penalty for withhoiding documents or property from Adminis-
trator.—If any director or officer of the insurer or any other person fails
to deliver to the Administrator any books of account, registers or any other
documents in his custody relating to the business of the insurer the manage-
ment of which has vested in the Administrator; or retains any property of
such insurer, he shall be punishable with imprisonment which may extend
to six months, or with fine which may extend to one thousand rupees, or
with both, '

52G. Protection of action taken under seclions 624 to 52D.—
(1) No suit, prosecution or other -legal proceeding shall lie againsf
an Administrator for anything which is in good faith done or intended to
be done in pursuance of sections 52A to 52C inclusive.

(?) No suit or other legal proceeding shall lie against the Central
Government or the Controller for any damage caused or likely to be caused
by anything which is in good faith done or intended to be done undet
section 52A, section 52B, or section 52D.”

43. Amendment of section 55, Act IV of 1938.—In section 55 of the said
Act, for the words ‘‘Sixth Schedule’’, wherever they occur, the words ‘‘Seventh
Schedule’’ shall be substituted. A

44. Amendment of section 64, Act IV of 1938.—To section 64 of the said
Act, the following words shall be added, namely:— S

“‘and shall furnish to the Controller on or before the last day of January
"in every calendar year a certificate from an auditor to the effect that the
* said books of account, register and documents are being kept as required
“at the principal office of the insurer in India.’” - '

45, Insertion of new sections 64A fo 64T in Act IV of 1938.—After section 64
and before Part III, the following Part and sections shall be inserted,
namely :— :

‘“PART ITA

INSURANCE ASSOCIATION oF INDrA, COUNCILS OF THE ASSOCIATION AND
COMMITTEES THEREOF '

64A. Incorporation of the Insurance Association of India.—(1) All
insurers carrying on insurance business in the States at the commencement
of the Insurance (Amendment) Act, 1950, all insurers who may after such
commencement begin to carry on insurance business in the States, and, if

the Central Government, by notification in the Official Gazette, so declareg

all provident societies carrying on insurance business in the States on the
date of such notification and all provident societies which may begin to carry
on ingurance business in the States after such date are hereby constituted a
body corporate by the name of the Insurance Association of India.

(2) All insurers and provident societies incorporated or domiciled in
the States shall be known as members of the Insurance Association of Indis,
-and all insurers and provideht societies incorporated or domiciled elsewhers
than in the States shall be known as associate members of that Association.

(3) The Insurance Asgéeiation of India shall have perpetual succession
and a common seal and ghall have power to acquire, hold and dispose of
- all property; both movableé and :immovable, -and shall by the gaid name sue
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64B. Entry of names of members in the register.—(1) The Controller
shall take or cause to be taken through such agéncy as he thinks fit such
steps as may be necessary to have the names of all insurers and provident

societies, who or which are entitied to have their names entered in the

register 'of members aud associate mernbers of ‘the Insurance ‘Association
~-of India maintained for this purpose entered therein.

(2) Where any insurer or provident society has ceased to carry on
"business as such, the Controller. shall cause such steps to be taken as may

be necessary to have the name of such insurer or- prowdeut soc1etv 88 the
«case may be, removed from the register.

64C. Councils. of .the Insurance Association of India.—There" shall be

- two Councﬂs of the Insurance Association of India,- namely —

(a) the! Life :Insurance Cotrnicil’ consisting of all the" members ‘and
associate members of the ‘ Association Who carry ‘on hfe insurance
buslness in the btates and RN

(D) -the genelau Insurance Councﬂ conslstmg of all the members
and associate ‘members of the Ausomahon who cu1ry on
insurance business in the Sfates.’

.64D. - Authority of Members of Association to-act through -

ggneral

agents —

14, shall be lawful for any member of the Life Insurance Council or the

General Insurance Council to authorise any individual, whether an officer
of the insurer or not, to act as the representative of such member at any

ameeting of the Council concerned or to stand as a candidate for any election
theld by that Council.

64E. Authorities of the Life Insurance Council ond the General
Insurance Council.—The authorities of the Life Insurance Council and
+the General Insurance Council shall be the Executive Committees, the

Tariff Committee and the other Committee thereof constituted in the
manner provided in this Part.

64F. Executive Committees of the Life Insurance
General Insurance Council.—(I) The Executive

Insurance Council shall consist ‘of the following persons, namely:—

() two. officials -nominated by the Central Govetnment one as
the Chairman and the other as a member;

(D) eight representatives of members.of the Insurance Association
.of India carrying on life insurance business elected in their individual
.capacity by the said members in such manner, from such-groups of

‘members and from such areas as may be specified by the Central
Government;

(¢) one non-official not connected w1th any insurance business,

mominated by the Central Government; and

(d) five persons connected with life insurance business, -nomi-
-nated by the Central Government for the purpose of representing such
groups of insurers carrying on life- insurance business or such areas
-as have.  not been able to  secure adequate representation on'the

- Executive Commlttee of the Life Insurance Counell or for any other
. -purpose. ; P

(¥) The Executive Committee of the General Insurance Councﬂ shall

«consmt of the following persons, namely :—

(@) two “officials ‘nominated by the Ceritral Gov'ez‘nr'n’ent' ,one as

fhe Chairman and the other ne a member

Council and the
Committee of the Life’
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(b) eight representatives of members of the Insurance Association
of India carrying on general insurance business elected in their indi-
vidual capacity by the said members in such manner, from such groups
and from such areas as may be specified by the Central Government;

‘(‘c) one non-official not connected with .any insurance business,
nominated, by the Central Government; and ' '

(d) five persons connected with general insurance business, nomi~
nated by the Central Government for the purpose of representing suck
groups of insurers carrying on general insurance businéss or suck 5

. areas as have not been able o secure adequate representation on the '?

Executive Committee of the General Insurance Council or for any
other purpose. :

(3) If any body of persons specified in sub-sections (1) and (?) faile '
to elect any of the members of the Executive Committees of the Life !-
Insurance Council or the General Insurance Council, the Ceutral Govern-
ment may nominate any person to fill the vacancy, end - any person so

- nominated shall be deemed to be a member-of the FExecutive: Committee
" of the Life Insurance Council or the General Insurance-Couneil, .as the
-case may be, ag if he had been duly elected thereto. E

(4) No official nominated by the Central Government shall be entitled,
whether as chairman or as a member, to vote in respect of any matter
coming up before any meeting of the Executive Committee of the Life
- Insurance Council or the Executive Committee of the General Insurance
Council, as the case may be, and subject thereto each of the said Executive
Committee may, with the approval of the Central Government, make bye-
laws for the transaction of any business at any meeting of the said Com-
mittee, and any such bye:law may provide that any member of the Com-
- mitteé who is interested in any matter for the time ‘being :before thaf
Committees may not be present at or take part in any meeting ‘thereof.

(5) The Life Insurance Council or the General Insurance Council may
form such other committees consisting of such persons as it ‘may think fik
" to discharge such functions as may be delegated thereto: ‘

_ Provided that any action taken by any of the said Councils under this
" sub-section shall be with the previous consent of the Central Government,

and nothing in this sub-section shall derogate from any of the powers

vested in the Executive Committees. '

(6) The Secretary of the Executive Committee of the Life Insurance
Council and of the Executive Committee of the General Insurance Couneil
shall in each case be an official nominated by the Central Government.

64G. Resignation and fiiling up of casual vacancies.—(1) Any member i
of the Executive Committee of the Life Inmsurance Council or of the
General Insurance Council may resign his membership of the Committes
by notice in writing addressed to the Chairman of the Committee to that
effect. ,

(2) Casual vacancies in the Executive Committee of the Life Insur-
ance Council or of the General Insurance Council, whether caused by
resignation, death or otherwise, shall be filled ‘by nomination by the
Central Government, and.any person so nominated fo fill the vacancy
shall hold office until the dissolution of the Committee to which he has
been . nominated. : C :

(3) No act of the Executive Commiittee of the Life Tnsurance Council
- op“of the General Tnsurance ‘Council shall 'be salled in question ~on the
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‘ground ~merely of ‘the ‘existence of any vacancy 1n ~'c}fr fd_e_fec’r— in the
constitution of; the Commlttee concerned .

, '84H. Duration and . dissolution of: E'cecuiwe COmmzttees —(1) The
‘duration of the Executive Committee of the Life Insurance Countil or

““the General Insurance Council’ shall ‘be three years from the date of its

first meeting on the expiry of which it shall stand dissolved snd a new

Executive Committee constltuted

(2) Notwithstanding the .dissolution of the Executlve Committee of

'the Life Insurance Council or the General Insurance - Council, the ouf-
.. going. members thereof shall continue fo hold office and discharge such

administrative and other ‘duties as may: be prescribed until such time s
a new Bxecutive Commiltee of the Life Insurance Council or the General

Insurance Council, as the case may-be, shall have been constituted.

64I. Power of Ewxecutive Commitiee of Life Insurance Council to

. hold examinations for insurance agents.—The Life Insurance’Couricil may,
- -with the -approval of the Central Government, authorise its = Executive
- Commitifee to hold examinations for individuals wishing to quahfy them-
‘selv%vas insurance agents for the - purpose of procuring life insurance

busit®ss, and, if the Céntral Government, by notification in the Oﬂicial
Gavette, so declares, then, notwithstanding -anything contained in

“section 42, only individuals who have passed any such examination shall

be ehglble to apply for a licence under section 42:

Provided that nothing in this sub-section shall affect the right of
any individual, who has been licensed to act as an insurance agent under
section. 42 before the date of such notification, to. act as such or: to have

hlS licence renewed from time to. time.

'64J. Functions of Executive Committee of Llfe Insurance Gouncﬂ—
(1) The functions of the Executive Committee of the Llfe Insurance '
Council shall be—

(2) to aid, advise and assist insurers carrying on life insurance
business in the matter of setting up standards of conduct and scund
practice and in the matter of rendering eﬁiclent service to holders of
life insurance policies;

(b) to render advice to the Controller in the matter of controlling
the expenses of insurers in respect of their life insurance business in
India;

(¢) to bring to the nctice of the Controller the case of any insurer
. acting in & manner prejudicial to the mterests of holders of life insurance
policies; -

(d) to act in _any matter incidental or ancillary to any of the
matters specified.in clauses (@) to (c¢) as, with the approval of the
Central Government, may be notified by the Life Insurance Council
in the Gazette of India.

(2) For the purpose of enabhng it - effectively to dlscharge its
functlons, the Executive Committee of the Life Insurance Council may

‘collect such sums of money, whether by way of fees or otherwise, as may

be prescribed from all members and associate members of the Insurance
Association of India who earry on life. insuranece. business.

64K.. Exceutive Commiliee of Life Insurance OOunczl nmy admse in

~controlling expenses.—(1) Tt shall be the duty of the Executive Committee

of the Life Insurance Council to meet at least once before the 81st day
of March every year: to advise the Controller in-fixing under the proviso

to sub-section (2) of section. 40B the. limits by which the.actual expenses
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incurred by an insurer carrymg on 11fe 1nsurance bus" 'ess in respect of such
business in the precedmg year may exceed the limits .preseribed, under that
sub-section, ‘and 'in fixing any such limits .the. Controller shall. have due
‘ regard to the condltlons obtammg in life insurance; busmess generally during
) that year, and he may ﬁx dlﬂerent 11m1ts for' dlﬂierent groups of insurers,

(2) Where an insurer is gullty ‘of contravening ‘‘the ~ provisions of

t ¢ »gection 40B with respect to:the expénses of management, the Controller may,

after g1v1ng the insurer an opportumty of bemg heard admmlster a warmng
to the insurer. ‘,

(3) Where within a period of seven years two warmngs have been
given to an insurer under sub-section (2) and :they have been disregarded
. by him, the Controller. may cause an investigation and valuation, as af
such date as the Controller may -specify, to be made at the expense of
the insurer by an actuary appointed by the insurer for this purpose and
approved by the Controller, and the insurer shall place at the disposal of
the -said actuary all the materials required ‘by him for the purpose of such
investigation and valuation, within such period, not bemg less than three
mounths, as the Controller may specify. ‘

. ) The provmons of sub-sections (1) and (4) of section 13 and.of sub-
-sections (1) and (2) of section 15, or, as the case may be, of sub-section

{?) of section 16 shall apply in relation to an investigation and valuation
under this section:

Provided that the abstrach and statement prepared as the result ef

such investigation and valuation shall be furnished by such date as the
Controller may specify.

(5) There shall be apvpended o every such abstraet a statement signed
by the actuary giving such 1nformatlon as may be prescrlbed

: (6) On receipt of the. abstract and statement furnished in accordance
~ with sub-section (4), the Controller may take such action as may be
* prescribed. | R o

64L. Functions of Executive Committee of General Insurance Counoil.

—(1) The functions of the Kxecutive Committee of the General Insurance
Council shall be— :

(a) to aid and advise insurers, ecarrying. on . general illsurance
business, in the matter of setting up standards of conduct and sound
practice and in the matfer of rendermg ePﬁment se1v1ce to holders of
pohcles of general insurance;

(b) to render advice to the Controller in the matter of controlllng
the expenses of such insurers carrying on business in India.in the
matter of comm1ssmn and other expenses;

(c) to brmg to the notice of the Controller the case. of any such
insurer actmg in a manner ple]udlclal to . the mtelests of holders of
general insurance policies; ,

, (d) to act.in any matter incidental or ancillary to any of the

... matters: specified in clauses {a) to: (¢) as with the approval of the Cen-
tral Government may be notified by the General Insurance Council
in the Gazette of India.

N (2) For the purpose of enabhng it effectively to discharge its functions,
the Executive Committee of the General Insurance Council may colleeﬂ
~ such fees as may be prescrlbed from all insurers carrymg on general ingur.

“ance business.
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_ 64M. Emecutive Commzttee of General Insurance Council may advise
in controlling expenses.~—(1) It shall be the duty of the Executive Com-

mittee of the General Insurance Council to meet at least once before the -

81st day of March every year to advise the Controller in fixing under the

proviso to sub-section (1) of section 40C the limits by which the actuak

expenses of management incurred by an insurer carrying on general
. insurance business in respect of such business in the preceding year may
_ exceed the limits prescribed under that sub-section, and in fixing any such

limits the Controller shall. have due regard to the conditions obtaining in
general insurance business in the preceding year, and he may fix differend
limits for different groups of insurers.

(8) Where an insurer is guilty of contravenmg the provisions of
gection” 40C with respect to the expenses of management the Controller

may, after giving the insurer an opportunity of being heard, udmnuster a -

warning to the insurer.

(3) Where in any case two warnings given o an insurer under sub- :
section (2) have been disregarded by him, the Controller may take such

sction against the insurer as may be preseribed.

_ 64N. Power of the FEaxzecutive Commitices to act together in certain
cases.—The Central Government may prescribe the circumstances in which,

the manner in which, and the conditions subject to which, the Executive

: .Committee of the Life Insurance Counecil and the Txecufive Committes

of the General Insurance Council may hold joint meetings for the purpose
of dealing with any matter of common interest. to both_ Committees, and
it shall be lawful for the two Committees at any such joint meeting to

delegate any matter under consideration for the determination of a sub-

committee appointed for this purpose from amongst the members of the

" two Committees. N

640. Power of General Insurance Council to regulate mtes of insurance,
" etc.—(1) The General Insurance Council may, by regulations made in this
behalf and approved by the Central Government, control and regulate the
rates, advantages, terms and conditions that may be offered by its ‘members:
and associate members in respect of general insurance business, and all
. such regulations shall be binding on all its members.

(2) Any regulations made under sub-section  (}) may delegate to @ o

Tariff Committee, appomted for such period and consisting of such persons .
a8 may be speclﬁed in such regulations, any power of contro] and regulation

vested in the General Insurance Council.

() Where an’ insurer is guilty of contravening any regulation made
under sub-section (I) by which he is bound, the Tarif Committee, if any,
appointed under sub-section (2) may take such diseiplinary action againgd
himo as may be prescribed.

(4) The Central Government may preseribe the cases in which an
appeal shall lie in respect of any action taken under sub-section (3), and
any such appeal shall be preferred to the Central Government vsithin thirty
days of the date on which such action was taken.

il

(5) The General Insurance Council shall meet at least once & year to |

review the work done by the Tariff Commlttee appointed under sub-gection

(2).

(6) For ‘ohe purpose of enabling the Tariff Commlttee to effectively
discharge its Functions under this section, the General Insurance Councik
may, by regutations made in this behalf and approved by the Central Gov-
érnment, fx the amount of fees payable by insurers’ carrvmg on _genera}

i
i
i
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insurance business, and the Tariff Committee -appointed under sub- section

(8) may collect such fees either directly or through Regional Councils con-
stituted as hereinafter provided. ,

v Ezxplanation.—For the purposes of section 640, section 64P and see«
tion 64Q, the Central Government may, by notification in the Official
Gazette, specify that any insurer or olass of insurers, shall not be ‘deemed:
to be. 1ncluded amongst insurers carrying on general insurance business,
and any insurer so specified shall not take part in any meeting of the Gen-

. eral Insurance Council in which any discussion of any matter dealt with
in the sald Sections takes place.

64P. Regional Councils. —(1) The General Insurance Council may
constitute such Regional Councils as and when it deems ﬁt for one or more
of the prescribed regions.

(%) Each Regional Council shall consist of seven persons elected by
such groups of insurers carrying on general insurance business in the region
as-may be prescribed. ,

.. 64Q. Functions of the Regzonal Counctls —(1) The Reglcnal Councils.
" 'shall perform such functions as may be delegated to. them by the General
o 1nsurance Councll

€ For- the purpose of enabllng it eﬂ’ectlvely to dlscharge its duties,
any Regional Council may in the prescribed manner constitute such Com-
mittees thereof as it may think fit, whether consisting of members of the
Regional Council or otherwise.

(3) Where in the exercise of any functions delegated to it under this.
section, any Reglonal Council or any Committee thereof restrains a prinei-
pal agent or an insurance agent from procuring or causing to. be procured

. general insurance business from any area, any such principal agent or insur-
" ance agent may appeal to the Central Government within such time as may -
be prescribed and the Central Government may pass such orders thereon

as it thinks fit. .

84R. General powers of Life Insurance Council and General Insurance
Council.—(1) For the efficient performance of -its duties, the Life Insur-
ance Council or the General Insurance Council, as the case may be, may—

(a) appoint such officers and servants as. may be necessary and
fix the conditions of their service;

(b) determine the manner in which any prescrlbed fee may be

collected ;

(c) keep and maintain up to date a copy of the list of all insurer&
~who are members or associate members of the Insurance Association of
India;

(d) with the previous approval of the Central Government, make:
regulations for— .

(1) the holding of elections other than the first elections;

(i) the summoning and holding of meetings, the conduct of’
business thereat and the number of persons necessa.ry to t'orm
a quorumj;

(iii) the submission by insurers to the Executive Committee
of the Life Insurance Council, or the General Insurance Council
of such statements or information as may be required of them and
the submission. of copies. thereof by the insurers to the Controller;

(iv) the levy and collectlon of any fees,
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(v) the. 1egu1etlon of any other matter whlch may -be ‘necessary

for -the purpose of enebhng 1t to cerly out 1ts dutles under this
Act.

() The Life Insurance: Council or" the General Insurance Council may

~guthorise the Executive Committee ' concerned or the Tariff Committee
.-appointed under section 640 to exercise any of the powers conferred on the
Life Insurance Council or the General Insurance Council, as _the case may
be, under clause (a), clause (b) or clause (c) of sub-section (I).

643. Power of Central Government to remove dz]‘ﬁcultzes —The ‘Central
Government may exercise such powers as may be necessary for bringing
the Life Insurance Council, the:General Insurance Council or the Executive
‘Committee of any of the said Councils, as the case may be, into effective
existence for the purposes of this Part, and eny stich powers shall include—

(@) the power to hold, in such manner as may be directed by the
Central Government, the first elections to the Executwe Committees
of the Life Insurance Council and the General Insurance Couneil;

(b) where a notification under sub-section (1) of section 64A has
been 1ssued declaring provident societies to be members of the [nsur-
ance Association of India, the power to associate provident societies
effectively in the exercise of all powers and the discharge of all func-

tions of the Life Insurance Council and the Executive Committee
thereof;

(¢) the power to make the prov151ons of section 40B applicable teo
the provident societies specified in cleuse (b) in tne same manner
-as they apply: to insurers.

: 64T. Power to emempt. "The Central _Grovernment rnay, sub]ect to

“‘guch conditions and restrictions as.it may think fit to impose, exempt any
Insurer specified in sub-clause (c) of clause (9) of section 2 from the opera-
wion of all or any of the provisions of this Part.”

46. Amendment of section 65, Act IV of 1938.—~In sub- sectmn (1) of section

.85 of. the said Act, for the words ‘pine hundred’’ the words ‘‘one thousand”
. #hall be substituted.

47, Insortion of new section 65A in Act IV of 1938.—Affer section 65 of th_e
waid Act, the followmg section shall be inserted, namely: ——

“65A. Prohibition of transaction of insurance busmess by provident

- societies other than public companies or cu-operative societies.—No person

shall, after the commencement of the Insurance (Amendment) Act, 1950,

"begln to carry on in the States any business specified in sub-section ay of

section 65, and no pr0v1deot soclety carrying on any such business in the

States shall -after the expiry of one'year from such commencement, continue
%o cany on any such business, unless he or it 1s—-'

(a) a public’ company, or

(b) a society registered under the ‘Co-operative Societies Act, 1912
(1T of 1912) or under any other law for the time Delnor ‘in force in any
State relating to co- opezat ve societies, or

(¢) a body co1porete 1ncorp01ated under the law of any country
out81de the States not belng of the nature of a private company.

48, Omlsswn of Sectlon 68, Act IV of 1938 —Sectlon 68 of the sald Act
- shall be omitted. : , ;




‘or 1950] Insubance (Amendment) 1i4g

. 49: Amendment of sectlon 70 Act IV of 1938 ——In sectlon 70 of the gaid
CAct— . :

’ ). in sub-section (3), for the ﬁgures “6"” the ngules and letter “65A
67 shall be substltuted e :

(2) in sub sectlon (4) -

(@) at the end of sub clause (u) of clause (a) the word “0 ”'shall
" be ingerted; : :

(it) clause (b) shall be omitted ; and

(ii7)  after -clause -(a) of the second. provxso, the .- following: clause
shall be inserted, namely:— -

‘“(aa) cancel tho registration of a provident soclety if any
“deposit required by section 73, has not been made, or’

" 50, Amendment of section 71 Act IV of 1938. —In sect1on 71 of the sald
‘ Act —

(?) for the Words figures and letter *‘sections 20, 82, 46 and 53A"° the
words, figures, brackets and letters *‘sub- sections (2) and (8) of section 10,
section 20, sub-section (I) of section 27, sectnons 27A 28 29 81A, 31B,

.82, 46 and 53A" ghall be substituted; -~

: (ii) after the words ‘‘members of a provident society’” the words and
figures ‘‘and references to section 7 or section 98 shall be construed as
references to section 73" shall be inserted.

51, Amendment of section 82, Act IV of 1938.—To sub-section (2) of sechon
: 82 of the said Act, the fol]owmg proviso shall be added, namely —

“Prov1ded that the Central Government may in any case exfénd the
tlme allowed by this sub-section for the furmshlng of such retum by a
-period not exceeding thrée months.’ ‘

52. Amendment of section 85, Act IV of 1938 —In sec’mon 85 of the saxd
“Act, sub-sectlon (1) shall be omltted

.. 83, Amendment of section 91, Act IV of 1938 —Tn sub- section (1) of section
91 of the said Act,—

(i) the word ‘“‘and’’ at the end of clause (f) shall be omifted; and
(1) after clause (g) the following clause shall be inserted, namely:—
“(h) to sell the immovable and movable property of the society

by public auction or private contract, with power to transfer the whole
thereof to any person or soclety or to sell the same in parcels.”’

N 54 Amendment of section 92, Act IV of 1938 —In sec_tlon 92 of the said
. Act, —

(1) in sub- section (4),—

(@) for the words “‘the Qupenntendent of Tnsurance shall appoint
~ a suitable person’’, the words - ‘‘the Controller . may,: -if he thmks
fit, appoint a sultable person”’ shall be substituted; and -

(i7) for the words “‘and if 50 desn'ed shall also appoint a commlﬁ-
tee of inspéetion’, the words “‘and if he considers it desirable, ‘may
also appoint a commmtee of inspection” shall be substituted ;

(2) in sub-section (11), after the' words ‘‘forwarded by the hquldator
the words ‘‘within one week after the meeting’’ shall be inserted. ‘

55, Amendment of section 94, Act.-IV- of :1938.—In section 94 of tLe said
Act, sub-section (2) shall be on:ntted P
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~ §6. Amendment of -section: 98A,- Act: IV ‘of -1938. —=Tn section 98A of the

said Act, the words, figures and brackebs ‘so however that in such application
the references in the second proviso to sub-section (I) of the said section fo the
~commencement of this Act shall be construed as references to the commence-
ment of the Insurance (Amendment) Act, 1946 shall be omitted.

b7. Amendment of section 100 Act IV of 1938.—In section 100 of the said
‘Aet, for the words ‘‘publish such notices or documents’’ the words *‘publish

such notice together with g summary in the prescnbed form of the balance-
sheet and revenue account’’ shall' be substituted.

68, Amendment of section 102, Act IV of 1938 —In section 102 of the said
Act,—

(2) for sub-section (I), the following shall be substituted, namely:—

‘(1) Except as otherwise provided in this Act, any insurer, princi-
pal agent, chief agent or special agent, who makes default in comply-
ing with, or acts in contravention of, any requirement of this Act, or of
any rule or order made thereunder and, where the insurer is a company,
‘any director, managing agent, manager or other officer of the company,

- or where the insurer ig a firm,: any partner of the firm who is knowingly
a party to the defau%. or contravention, shall be punishable with fine
which may extend to one thousand rupees, .and in the case of a conti-
nuing default or contravention with an additional fine. which ma

extend to five hundred rupeea for every day during. which. the default
or contravention continues’’ :

() in sub- sectlon (2), for the words ¢ anj of the requirements ‘of this

Act” the words ‘‘any requirement of thls Act or of any rule or, order made
thereunder” shall be substituted. '

59, Insertion of mew section 1100 in Act IV of 1938~ After sestion 110B
of the said Act, the following section shall be. inserted, namely:-— .

“110C. Power .to  call for information. —(1) The: Controller Jmay,
by notice in ertmg, require any insurer to supply him with any mforma-
tion relating to his insurance business, and the insurer shall comply with

such requirement within such period after receipt of the notice as may be
specifie] therein.

(?) Any information supplied under thls section shall be certified by a

prmclpalr officer of the insurer and if the notice so requires also by an audi-
tor.’

60. Amendment of section 116, Act IV of 1938.—In sub-section (I) of

sectlon 116 of the said Act,—
' () for the words ‘“‘a Part B State’’ the words ‘‘any country or State
outside the States’’ shall be substituted; and :
(&) the prov1so shall be omitted.

61. Amendment of section 116A, Act IV of 1938.—To the proviso to section
116A of the said Act, after the words and figures ‘‘of section 28’’, the words,
figures, brackets and letters ‘‘or section 28A, or the statements referred to in
-sub-section (2) of section 81B or section 40B” shall be added.

= 62. Amendment of sectlon 118, Act v of 1938 —In section 118 of the said
Act— , - : :

(i) for the words “by the Central ‘or by a State Government"' the Words
by the Central Government’” shall be substltuted

o e e, =t 55 s
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(i) at the end of clause (b), the word “‘or” shall be inserted ‘and afber
that clause, the following shall be added, namely:—"

““(c) any approved svperannuation fund as defined in clause (a)

of section 58N of the Indian Incometax Act, 1922 (XI of 1922), or,

_ if the Central Government so orders in any case, and to such extenf

or subject to such conditions or modifications as are: specified in ‘such’

order, to any insurance business carried on by 2 State Government or

“to any insurance company more than fifty-one per cent. of whose shares
~is held by a State’ Government ' ; G

63. Amendment of the F1rst Schedule Act IV of 1938 —In the Flrsb Schedule
ﬁo the sald Acf — ,

(?) in Part I in clause (c) df regulatl AL IS ¥

77, AOF “a ertificate
i and the‘ words '‘parts of, th_e: assets .

; {‘where the
~=busi1,gesjs,,g B

by’’ and the words paltof the ka:s(sey,y
"be” substltuted : ‘

(#) in Form A, in the first column for the 1tem ‘Llfe Insm ance Fund
2 -the following: sha]l be substituted, namely —
' “Life Insutabde Fund—
(!) Business in India.
(i) Business outside India.”’

64. Amendment of the Third Schedule, Act IV of 1938.—In the Third
Bchedule to the said Act,—

(1) in Part I, after regulation 7, the following regulation shall be in-
gerted, namely:—

“7A. In addition to the revenue account, information shall also be
supplied of the gross claims payable direcily by the insurer in Indis
(that is to say, the claims without taking into account claims on rein-
surance ceded or accepted) separately for fire, marine and miscellane.

ous insuranee business and the provisions of sections 20 and 116A. shall
‘Dot apply to any information so supplied. 7
(2) in Part TI, in Form F,—

‘ (a) in the f'nst column, for fhe item ‘Commlssmn
r"‘ltems shall be substituted, namely:—

““Commission on direct Business.........
Commission on Reinsurances- accepted.’’;
(b) in the third column, before the item ““Other Income (to be
speclﬁed) , the following item shall be inserted, namely:—
**Commission on Reinsurances ceded ”

65. Insertion oi new Schedule in Act IV of 1938,—In the said Act, the
“Sixth Schedule’’ shall be renumbered as the ‘‘Seventh Schedule’, and .

before that Schedule as so renumbered, the following Schedule shall be mserted
namely : —

the forllow‘mg}- _

{‘~'-‘THE "SIXTH' SCHEDULE
. PART A
[See section 42B(1)] ‘
Torms deemed to be mcluded in every contract between an insurer carrymg on
general insurance business and a principal agent

1Al payments: ‘'of commission to msurance‘ago ts. hall be made by fh&
- prmclpal agent on behalf of the insurer. ;
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2. The principal ac'ent Shall procure or cause to be procured ihrough insur-
ance agents such an amount of general insurance business of any class for the
procurement of which he has been appointed, as will yield a gross premium in-
come of not less than twenty thousand rupees in each calendar year.

3. In the event of the principai agent failing in any calendeu year to' eomply
with the vequirements of clause 2, he shall forfeit .to the-ingurer—

() one-quarter of the total remuneration payable to him by the insurer
for that yesr, if the class of business for the procurement of which he has
been appointed is fire or mlscellaneous ingurance business, or

(ii) one-third of the total reruneration payable to him by the insurer
for that year, if the class of business for the procurement of Whlch he has
been appointed is marine insurance business.

4. In the event of the principal agent failing to comply with the requiremente:
¢f clause 2 in any two successive calendar years, the contract shall, without
prejudice to the provisions of clause 8, terminate on the 81st day ‘of March:
fmmediately following the second calendar year.

5. Except in cases where the business relates to any property under his.
immediate control, a principal agent shall not by himself procure any class - of
general insurance business without utilising the services of an insurance agent.

PART B_
[See section 42C (I)]

Terms deemed to be included in every contract between an msurer carrymg on
life insurance business and a chief agent ‘

1AL payments of commission to' insurance avents shall be made by the
insurer direct or by the chief agent, who may make the payment- elther directly
or through ga special agent on behalf of the insurer.

. 2. The chief agent shall employ or cause to be employed for and on behalf of
the insurer either directly or through special agents at least six insurance
agents in cases where the business in force of the insurer is less than one crore
of rupees and in any other case at least twelve agents each of whom will
procure in each calendar year new business amounting to not less than ten
thousand rupees. .

8. Save as provided in respect of cases speclﬁed in clause 7 of this Part,
the remuneration payable to the chief agent in respect of life insurance bus1-
ness effected through him for the insurer shall only be in the form of an over-
riding commission.

4. In the even$ of the chief agent failing in two successive calendar years to
comply with the requirements of clause 2, he shall forfeit to the insurer one-half
of the tofal remuneration payable to. h1m by the insurer for those years.

5, In the event of the chief agent failing to comply with the requirements
of clause 2 in four successive calendar years, the contract shall, withouf
prejudice to the provisions of clause 4, terminate on the 31st day of March
fmmediately following the last of such calendar years.

6. Not more than one intermediary to be remunerated by the insurer con-
cerned, whether on a salary basis or by way of commission, shall be ‘employed
between the chief agent and any insurance agent, but the chief agent may
emp10y as many persons.as he thinks fit on a salary bams prov1ded such sal@:xes

~.are paid out of h1s ovemdmg commlssmn o . , : ’
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7. In cases where the commission payable ~on a -policy of: lile insurance
effected through an incurance, agent:working under a chief agent is stopped:
on or after the 1st. d'ly of January, 1949 and not paid to the insurance agent, an
amount not exceedmg one-quarter of such commission payable to the insurance- -
agent concerned shall also be payable to the chief agent, if he continues to.

render service in. connecmon with that pohcy and if such. commission is ofher«.
wise. payable to him., o

PART C
[Bee section 42C (4)]

Terms deemed to be included in every contract between an insurer carrying on

life insurance business and a special agent or between a chief agent and &
special agent

1. All payments of commission to insurance agents shall. be made by the
insurer direct or, on behalf of the insurer, either by the chief agent under whom.
the special agent is working or by the special agent.

2. The special agent shall employ at least two insurance sgents and shalk
procure or cause to be procured through insurance agents employed under him
in each calendar year new business amounting to not less than fifty thousand

rupees assured ou which at least the first year’s premiums have been paid in.
full,

3. In the event of the special agent failing in any calendar year to comply
with the requirements of clause 2, he shall forfeit to the insurer fifty per cent.
of the total remuneration payable to him by the insurer, or, as the case may-
be, by the chief agent, for that year.

4. In the event of the special agent failing to comply with the requirements.
of clause 2 in two successive calendar years, the contract shall, without pre-
judice to the provisions of clause 8 of this Part terminate on the 31st day of -
March immediately following the second calendar year.

5. In the event of the special agent procuring life insurance business withou®
utilising the services of an insurance agent, the special agent shall be entitled:
only to the commission that is ordinarily payable in respect of business so-
procured to an insurance agent.

6. The remuneration payable to the special agent in respect of policies of
life insurance procured by him through insurance agents shall only be in the.
form of an overriding commission.

Explanation.—In this Schedule ‘‘business in force’’ means the total sum.
assured with bonuses, without taking into account reinsurances, ceded or ac-
_ cepted, by an insurer in respect of the whole of the life insurance business on

the last working day of the calendar year or the period covered by the revenue-
account furnished by such insurer under clause (b) of sub-section (2) of section.
16, as the case may be, preceding the calendar year in question.’’

66. Repeals and savings.—(1) The Insurance (Amendment) Ordma.noe 1950:
(VI of 1950), is hereby repealed.

(2)-1f immediately before the commencement of the Insurance (Amendment).
" Act, 1950, there is in force in any Part B Sfate to which the Insurance Act,

1938 (IV of 1988), now extends any law correspondmg %o that Act that law-
..j,also shall stand repealed : ;
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(3) Notwithstanding the repeal by this Act of the Insurance (Amendment)

Ordinance, 1950, or of any law correspondmg to’ the Insurance .A cf; 1938 (IV
of 1938), in force in ‘any Part B State, anything done or any action taken in
the exercise of any power conferred: by thaf, ‘Ordmance or law.shall 'be deemed
to have been done or taken: in“the exersise’of’ the’ powers ‘conferred by’ this Act,"

Ordinsnce” or -
law shall be deemed to be a penalty incurred or proceeding commenced under

and any penalty incurred ‘or procéeding comimenced tinder that

the Insurance Act, 1938, as if that Act, as now amended, were in force on the

day on which such thing was done, actlon taken penalty incurred or proceedlna
oeommenced :
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