
An Act furthe? to amend the  Insurance Act, 1938. 
[20th May, $050.[, 

BE it  enacted by Yarliament as fo~owsi- 

1. Shmt title and commencement.-(1) This Act may be called the 
~hsuranoe i s  (Amendmen9 Adt, .P950. 

121 It shall come into force on such date or da td  as the Central Oovaru- 
rnent'may, by notification in the official Gazette, appoint in this behalf, aria 
different dates may ,be appointed for different provisions of this A&. 

2. Amendment of section 1, Act IV of 1938.-For sub-seotion (2 of section 1 
of ,the Insurance Act, 1938 (hereinafter lieferred to as the said Act , the follow- 
ing sub-section shall be substituted, namely: - 

I 
"(2) I t  extends to the whole of India except the State of Jammu a d  

- 

Eashmir". 

" 3. Amendment of section 2, Act IV of 1938.-In section 2 of the said A@,- 

(1) for clause (3), the Iollowing clause shall be substituted, namely :- 

'(3) "approved securities" means- 

(i) Government securities and o*her securities chaPged ,on the 
revenues of the Central Government or of the Government of a 
Part A State or.guaranteed fully as regards principal end interesi 
by the Central Governmenti, or the Government of any Part A 
s_eate; 

(ii) debentures or other seourities for money issued under the 
authority of any Central Aot or Act of a State Legislature by or 

f on behalf of a port trust or municipal corporation or city improve- 
i menti trust in any presidency-town; - - 

f (iii) shares of a corporation estiablished by law and guaranteed 
fully by the Central Government or the Government of a Part A 

i State as to the repayment of the principal and the payment of 
dividend; 

(iv) securities issued or. guarauteed fully as regards principal 
and interest by the,UoyeApment of, apy Part B' State and specifled 
as Approved seousities for the purposes ofl'this Act by the"Cen.$rd 
Government by notification in the Oficial Gaaette; qnd?, I> . 

i 



Provided that securities or debentures speoEed in item (a); 4 
shall be recognised as approved securities only for suoh purposes i and for such period and ~ubject  to such conditions as may be ,, 
prescribed. ' ; 4 

'i 
(2) for clause (P) ,  the following clause shall be substituted, namely:- I 

I 
i ';(4). "audi.tor" ,nieaqs -a 9erso.n qualified under the Chartere3 

Accountants Act, 1949 (XXXF7II of 1949) to act as an auditor of 
Oompahies ; ' ; 

(3) after clause (C), the following clause shall be inserted, namely:+ 
f 

'(4A) "banking company" and "company" shall h@ve the mean- 
ings respectively assigned to them in clauses (o) and (a) of sub-section 
(I) of section 5 of tihe Banking Companies Act, 1949 (X of 1949);'; i 

I 
1 

(4) after clause (5), the following clauses sheli be inserted, namely :- 

'(5A) "chief agent" means a persou who, not being a, . salaries 
employee of an insurer, in considerati~n of my  commission- 

(i) performs any adminigtrative and organising functions £or ; 
the insurer, and i 

1 

(iq procures life insurance business for the insurer by em- 
ploying or cauing to be employed insurance agenr& on behalf of 
the insurer; 

(5B) ' 'Controlw of Insurance" or "Controller" means the officer 
appointed by the Central Government to perform the duties of the 
Con6oIler of Insurance under this Act;'; 

2 
(5)' sfter, clause (6), the following clauses shall be inserted, namely :- 

I ,a' 

' (6 A)  ' 'fire insuranee business " means the business of eff eoting, 
otherwise than incidentally to some other class of insurdnce business, 
contracts of insuxanoe against loss by or incidental to fbe or other 
occurrence customarily included among the risks insured against; in, 
fue insurance policies; 

(6B) "gene~al ineurance business" means fire, marine or mis- 
cellaneous insurance business, whether carried on singly or in combi- 
matiion with one or more of them;'; 

(6) for clnuee (Y), the followhg clause shall be substiFu'ted, namely :- 

'(7') "Government security" means a Government security ES 

A defined in the Public Debt Acti, 1944 (XVIII of 1944);'; 

(?') in clause (9),- 



(8) in cla.uise (10); the follotving wotds Ahall be add,ed at the end, 
namely : - 

"including business relating to the continuance, renewal or revival 
of pd ic ie~  of insuranoe"; 

(9) after clause (lo), the following clause shall be inserted, .namely :- 

'(10A) "investment company'' means a company whose principd 
business is the acquisition of shares, stocks, debentures ~r other 
securities ;' ; 

(10) for clause (II), the following clause shall be substituted, namely:- 

'(11) "life insurance business" means the business 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 payment 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 
I 

mcident benefits, if so provided ifi the contrad of insu~ance, 
i 
I I 

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

( c )  the granting af superannuation alloWances and annuities pap- 
able out of any fund applicable solely to t5e  re.lief and maintenanae of 
persons engaged or who have been engaged in m y  particular yrofes- 
sion, trade or. employment or of the dependents of such persons;'; 

' (14,A) the expressions "State" and "States" do not inel&* the 
State of Jammu and Kashmir' ; 



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

(iij procures general insurance business whether wholly or 
k p ~ %  by employing or causing to be employed insuranoe agenk 
on beh.df of the insurer; j& &< 
(1 6)  "pr i\-ate company" and "public company" have the mean- 

ings respectiveiv assigned to them in clauses (13) and (13A) of section 2 
of $he Indian \:o,-npanies Act, 1913 (VII of 1913); 

(17) "special eagent" means a person who, not being a sdaried 
employee of :ark insurer, in cu;l-,i+ration of any commission, procures 
life insurance business for the insurer whether wholly or in part by 
employing or. causing to be employed insurance agents on behalf 04 
the insurer, but does not include a chief agenk.' 

9 4. Substitution of "Controller" for "Superintendent of Insurance" and '%& 
b~uperintendent'l.-ln' the  aid Bet, f a  the words "Superintendent of In- <IS 
surance" and "Superintendent", the word "Controller" shall be substituted. 8 41 

6. Insertion of new sections 2A and 2B in Part I, Act IV of 1938.-In 
Part I ,  after section 2 of the said Act, the following sections shall be inse&ed, 
s amdy  : - ! !  , . 

"2A. Rule of constwction in applying A d  to Part B Sta1es.-In the 
application of this Act to any Part B State 'h which this Act extends, un- 
less the context otherwise requires, references to any enactment in form 
fn Part A States but not in force in that Parg B State shall be construed 
as references to the corresponding enactment, if any, in force in thati State. 

2B: Appointment of Controlle~ of Insurance.-(1) The Central Gov- 
ernment may, by notification in the Official Gazette, appoint a person $0 
be the Controller of Insurance under this Act. 

t q (2) In  making any appointment under this section, %he Central Govern* 4 
ment shall have due regard the following considerations, namely, whether $ 4 me person to be appointed has had experience in industrial, commercial 4 
or insurance matters and whether such person has actuarial qualifications.'' =- 4 

6. Insertion of new section 2 0  in Part IT, Act IV d 1938.-In Part 11 of 
fhe said Act, sections 2A and 213 shall be renumbered as sections 'LI) and 2E, 
and before the sections as so renumbered, the following section shall be in- 
aerted, namely :- 

."2C. Prozibition o$ t~ansaction of insurance business by  certain 
persons.-(1) Save as hereina.fter provided, no person shall, aEer the com- 
mencement of tihe Insurance (Amendment} Act, 1950, begin to carry on any 



o-operative , Societies Act, 
for t h e  , $ i i e  being in form 

in any State .relating. to co-?pera.tive.. societies., . or : , , . 

(c) a body . corporate. incorporated under. the . law. of - any country 
outside the States. not, being of .$he nature of (L private company.: 

Provided that the Central Government may, by notification in the 
Official Gazette, exempt from tbe operation of this section to such exten& 
for such period' and subject to such conditions as it may specify, any. 
person or insurer for the purpose of carrying on the business of granting 
superannuation allowances and imnuities of the nature specified in sub- 
&,use (c )  of clause (11) of section 2 or for the purpose of carrying on any 
general insurance business : 

Provided further that in the case of an ilisurer carrying on any general 
: .  hurance  business no' such notification shall be issued having effect.-for'more 

than three years. a$ any one time. 

11 be laid before 
.. . 

section 3, Act I V  of 1938.T- section 3 of the said Ac6,- 

( I )  in sub-section (4),- 

be substituted, 

er "or that he 

' . . $hereunder or that he has ceased- to  -carry on any business other than in- 
surance business or any prescribed business".. shall be .substituted; 

,I - ) 

(a that 1  he aapijsl if ths oorhpaky 46nsisti only of ordinary 
sh- each of which has a single face value; 



I 

Insurance (Amendment) [KGT'XLVII ! 

(ii) that, except during any period not exceeding one year allowed 
by the company for payment of calls on shares, the  paid-up a m o w  . 
is the same for all shares, whehher existing or new: 

Provided that the conditions specified in this sub-section shall not apply 
to a public company which has, before the commencement of the Insurancle 
(Amendment) Act, 1950, issued any shares other than ordinary shares eaoh 
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- 
mencemeni. 

(2) N~twithstacdin~ anyhhing to the contrary contained in any law 
for the time being in force or in the memorandum or articles of association 
but subject to the. other proxisions 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. 

(3) No public company as aforesaid which carries on life insurance 
business shall, after the commencement of the Insurailce. (Amendment) 
Act, 1950, issue any shares other than ordinary shares of the na4~14 
specified in sub-section ( I ) .  

(4) A public company as aforesaid which carries on life insurmw 
business- 

(a) shall maintain, in addition to the register of members to be 
maintained under the Indian Companies Act, 1913 (VII of 1913), a 
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 benefici'al owner declased 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 
pro~"isions of section 34 of the Indian Companies Act, 1913 (VII 
of 1913), 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 name, ocoupatiorr and 
address of the beneficial owaer or owners, and the extent of the 
beneficial interest of each; and 

(B)  where, after the transfer, the total paid-up holding of the 
transferee in the shares 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 Bhe 
Central Government has been obtained to the transfer. 

I!;) 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 
h the register of members of the company, shall, within thirty days from 
the commencement of the Insurance (Amendment) Act, 1950, or from +ha 
sate on which he acquires such interes*, whichever is later, make a declara- 
tion in the prescribed form (which shall be countersigned by *he Fernon in 
w b s e  name the share is registered) to tihe company declaring his interest in 
such share, and notwithstanding anything contained in anyLother law or in 
any contract fa the contrary, a person who fails to make a aeclaration a0 
aforesaid in respect of any ishare shall be deem& to hqve no righb or title 
whatsoever in that, share: * ., 



lnsu~ance ( ~ r n e n h e n t ~  7. 

Provided that nolthing. in this sub-section shall afEect the right of a 
person who has an interest in a.ny such sha.re to establish in a court his 
right thereto, if the person,. in whose name the .share is registered, refus@ 
to countersign the declaration as required by this fiub-section: 

Provided further that where any share, belonging to an individual who 
hgs made any such declaration as is referred to in this sub-section, is held 
by a company in 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 1913), or in the memorandum or articles of association of the 
company which has issued the share, be deemed to be the holder of the 
sa2  sha.re for the purpose of exercising any voting rights under this section 
io  the exclusion of any other person. 

(6)  If the total paid-up holding of any person in the shares of a. com- 
pany referred %o in sub-seotion (1) on the commencement of the Insuranae 
(Amendment) Act, 1950, exoeeda ' k o  add a haQ. per sent. of its paid-up 
ca,pital where that person is a banking company or an investment oornpany, 
or five per cent. of its paicT-up capi t~l  in any ot.her case, he shall no& be 
entitled to any vote as a shareholder of the company in respect o f '  such 
excess holding of fihares. 

(7) Where the total paid-up holding of any person in the shares of s 
company referred to in sub-section (1) on the date of the cornmenoemenl! 
of the Insurance (Amendment) Act, '1950, exceeds five per cent. of its 
paid-up capital where that person is a banking company or an investmenfi 
companj, or ten per cent. of its paid-up capital in any other case, he shall! 
dispose of the excess holding of shares within threw years from such com- 
uencemen*. or such further period not exceeding two years as may be 

. . allowed to him by the Central Government. 

(8) If ,  a.fter the expiry of three years or of such further period as may 
%e allomed to any person under. sub-section ( r ) ,  thetotail paid-up holding 
of any such pergon has. not been reduced to  the limit6 specX6d in that sub- 

. , .:section, any shares in excess of the limits specified in that sub-section shall 
vest in the Administiator General of the S t ~ t e  in which the registered office 
of t h e  company concerned is situate and the Adminis.br&tm. General shall 

- Take such steps as may be necessary for taking charge of any property which 
. ' has so vested in him and shall dispose of the said shares and the  proceeils 

thered in such manner as may be prescribed. 

(9) Subject; tlo the other provisions. contained in this section, but .  not- 
ethstanding anything. contained in the Indian Companies. Ac6, 191'5" (VII; 

. o f  1918), or in 6he memorandum or articles of ?ssociation of any 'su& 
. ' empany as is referred 60 in sub-section ( I ) ,  no such ,wmpany s h q  refuec! 

, 

' ' $o register the transfer of any share& .where the transfer is for the puQ- 
of securing compliance with the provisions of. sub-sections (q tind (8). 

(10) The Central, ~ o v k m e n t  may, subject; to such restrictions ,as 11 
niay thiik fit to impose, exempt £ram the operation of sub~section,~ (61, (Q 
and (8 any insurance company,. in any case where the tbtd paid-up 'E~ ldkg  

. of suc h insurance company in the shares of any otlier insurance compmy 
. . exceeds the limits- specified in $he said sub-sections, if the other insuram 

0ompan-y is or is be made a subsidiary company of the inmiranee com- 
. . .  . 

E~~lanat?o?z.--F~r %he purposes of section; $he holding of & priW 
. : k- the :  &wes; 08 a: mirrpmy .be- deemed & belud+ . . 

(0 && btit' P~i&-uQ $old'h& . . .  , in . . @ch. . , . . *  <ha% . held by s%6h.-'$i9rson : . :  

in the name of?ot~ers ; hnd' . '  , ' 
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(ii) if any shares of the company are held- f 

(a) by & public limited company, of which such person 18 r 
member holding more than ten per cant. of the paid-up capital, 1 

( b )  by a private limited company, of which such person ie a 
member, or d 

( c )  by a company, of which such person is a managing j 
director, mmager, managing agent or in which h e  has a controlling 
interest, or t 

I 
( d )  by a firm in which such person is s partner, or I 4 
(e )  by such person jointly with others, I 

such part of the total paid-up holding of the company or firm or d 
the total joint holding in $hose shares, as is proportionate to tho 
tribution made by such person to the paid-up capital of the compan7, 
the paid-up capital of the firm or the joint holding, as the case ,may 
be. . . 
6B. Provision for securing compliance w i t h  requirements relating to 

oapital 8tructure.-(1) For the purpose of enabling any public oompany 
carrying on life insurance busirless to bring its capital structure into con- 
formity with the requirements of section 6A, an officer appointed in thk 
behalf by the Central Government may, notwithstanding allything con- 
tained in the Indian Companies Act, 1913 (VJI of 1913),- 

(a) examine any scheme proposed for &he purpose afol.esaid by the 
directors of the company: 

Provided that- 
( i )  the scheme has been placed before a meeting of the share- 

holders for their opinion and has been forwarded to the officer 
together with the opinion of the shareholders thereon; and 

(ii) the scheme do- not involve any diminution of the liabilits 
of the shareholders in respect of unpaid-up share capital; 
( b )  invite objections and suggestions in respect of the scheme so 

proposed ;, and 
(c)  after considering such objections and suggestions to the 

scheme so proposed, sanction it with such modifications as he may 
consider necessary or desirable. 

(2) Any. shareholder or other person aggrieved by the decision of the 
fleer sanetloning a scheme under sub-section (1)  may, within ninety , d a p  

. of the date of the order sanctioning the scheme, prefer an appeal to the 
. a d  -High Court within whose jurisdiction the registered office of the insurer f~ 

aituate for the purpose of modifying or correcting any such scheme for &e 
purpose specified in sub-section (1).  

(3) The decision of the High Court where an appeal has been preferrea 
it under sub-section (2), or of the officer aforesaid where no such app& 

has been preferred, shall be, final and binding on all the shareholders 
other persons concerned. 

OC. Conversion of company limited by  sharss into company limited by 
gacarantee .-(1) Where a public company limited 'by ' shares cawing on in- 
surance business has passed a special resolution for converting itserf: into 

: *a public company limited by guarantee, it may;apply to  the Central Oovern.. 
ment with a scheme' for putting the gpecial resoluticm into.,effect, 

, s ,any prpvision for the alteration of the memorandup or a$icles of assooia- 
%ion in so far as it may be n e c e s s q  for -t&is,,pug.ose. , ,, , {  
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(2) I f  the Central Government, after giving such notice to any person 
concerned as it thinks fi&, is satisfied- 

(a) that the scheme makes suitable provision with respect to the 
repayment, conversi6n or liquidation of the paid-up capital of the 
company, I 

(b) that the consent of the creditors to the conversion of the corn+ 
pany limited by shares into a company limited by gsaisitee has beeg 
obtained, or that suitable provisions have been made lor dischargmg, 
determining or securing the debts or claims of such creditors, and 

(o) that the scheme is otherwise reasonable, it may sanction the 
scheme and thereupon the scheme shall become binding on the corn- 
pany and on all the persons concerned. 
(3) Against the decision of the Central Government sanctioning a 

scheme under sub-section (2), any person aggrieved thereby may, within 
ninety days of the date of the order sanctioning the scheme, prefer as 
appeal to €he High. Court within whose jurisdiction the registered office of 
the insurer is situa.te. 

(4) The decision of the High Court where an appeal has been preferred. 
to it under sub-seotion (3) or of the Central Government where no such 
appeal has been preferred, shall be final and binding on all the persons oo- 
cerned. 

(5) Where a scheme has been sanctioned under this section, the corn* 
pany shall file with the Registrar of companies a certified copy of the 
scheme as sanctioned, and thereupon the provisions of the Indian Corn* 
panics Act, 1913 (VII of 1913), relating to companies limited by guarantm 
shall become applicable to the company." 

10- Amendment of section 7, Act IV of 1938.-In section 7 of the saia 
Aot,- 

(i) in clause (a) of sub-section (I), the words "that is to sag. insuranm 
which is not in the opinion of the Central Government principally OF wholly 
of any kind or kinds included in clauses (a), ( b )  or (c)" shall be omitted; 

(ii) in sub-section (4) and the proviso to sub-section (5), the wordm. 
"and not being an insurer incorporated in or domiciled in the United Ring- 
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 statementi, 
&%ed by an auditor" and ending with the words "in any case think fi6 @P 
allow", the following shall be substituted, namely :- 

"and every insurer shall, within the time limited ill sub-section (1) of 
section 15 in regard to the furnishing of the statements and accounts re- 
ferred to in section 11, furnish to the Controller a 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 
country : 

-I . Provided ,that such statement shall, in the cas'e of an insurer to who* 
section 1-1 @plies, be set out as a part of the balance-sheet mentioned In 

ause (a) of sub-section (1) of that section: 

Provided- further that an insurer +may show in suoh statelllent all the 
in his $life department, but a t ,  a the same time showing any 

on accounti of <geheral 'reserves aqd other liabilities of $ha0 de- 
d r  I 
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Provided also that x he Coakroller m.ay call for a statement similarly 
certified of such assets as n t  any other date specified by him to be. 
furnished within a period of three months from the date with reference to 
which the statement ia called for. " 

12. Amendment of section 11, Act IV of 1938.-In sub-section (2) of section 
;51 of the said Act,-- 

(0 for the words "accompanied by a statement containing the names 
and descriptions of the persons in charge of the management of the businees'?, 
the words "accompanied by a statement containing the names, descriptions 
and occupations of, and the directorships held by, the persons in charge off 
the managemeilf of the business" shall be substituted, and 

(ii) the wcrdb; "by such persons" shall be omitted. 

13. Amendment of section 13, Act IV of 1993.-In section 13 of the 
&aid Act,- 

(i) in sub-section ( I ) ,  and the proviso to sub-section ($), for the word8 
"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 circums$anoes 
of any pautiou1:tr insurer, allow him to h a ~ e  the investigation made 8.6 at  e 
date not later than four years from the date as at which the previoue 
investigation was made : 

Provided further that for an insurer carrying on life insurance i~usiness 
.in the States at the commencement of the Insurance (Amendment) Act, 1950,. 
.the last date as at which the first inve~t~igaticn after such commencement 
should be caused to be made by an actuary shall be- 

(a) the 31st 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 investiga6ion was at a dat'e- 

( i )  before the 31st day of December, 1946, but not more than 
five years before such commencement, or 

(ii) after the 30th day of December, 1946, but before the 
31st day of December, 1947, and had disclosed a deficit in the 
life insurance fund; 
( b )  the 31st day of December, 1951, where €he last investigation 

by an actuary before such commencement was at a date- 
(i) after the 30th day of December, 1946, but before the g f s ~  

day of December, 1947, and did no6 disclose a deficil; in the' life 
insurance fund; or 

(it? after the 30th day of December, 1947, but before the 31sb 
day of December, 1948; 
(G) the 31st day of December, 1952, where the last investigation 

by an actuary before such commencement was as a4 any d& after 
the 30th day of December, 1948, but before the 1st day of J a n u q ,  
1950 : 
Provided ako thab, in the case of an insurer who ha9 not; c&u,sed W'l 

h~estigation to be made by an actuary as a t  any date piior to suoh com- 
mencement, the date of commencement of life insurtance business in Che 
-States shall, for the purpose of the preceding proviso, be deemed to be $he 
date a6 at which the last investigatibn was made by an aotuaq b&fo?a suoh 
&mmencenienti and suuh investigation shall be deemed to brtve d isabW 
no deficiti iu the life insurance fund." 



14. Amendment of section 19, Act IV  of 1938.-In section 19 of the sdd 
A&, for the words "an abstract of the proceedings of every general meeting'.' 
the words "a certified copy of the minutes of the proceedings of every genera! 
meeting, as entered in the MinuCes Book of .$he insber" shall be substituted, 

15. Amendment of 6ectio.n 21, Act IV of 1938.-In olause (a) of auk 
section (1) of section 21 of the said Ad,- 

(i) after the words :'delivered to the insurer" the words "or of S U O ~  

further time as the Coiltroller mag specify in the requisition" shall be 
inserted ; 

(ii) after the word and figures "section 28" the wards, figures, wd 
letter "or section 28A" shall be inserted. 

16. Substitution Of new section for section 27, Act I V  of 1938.-For seotion' 
97. of the said Act, the following section shall be substituted, namely:-- 

"27. lnvestment of assets.-(1) Every insurer shall invest and at  & 
times keep invested assets equivalent to not less than &he sum of- 

(a) the amount of his liabilities to holders of life insurance polieie9 
in India on account of matured claims, and 

(b) the amount required to meet the liebility on policies of life 
insurance maturing for payment in India, 

less- 
(9 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 

(i9 any amount due to the insurer for loans granted on and within 
the surrender values of policies of life insurance maturing for parmen4 
in India issued by him or by an insurer whose business he has acquired 
and in respect of which he has assumed liability, - 

b the manner following, namely, twenty-five per cect. of the said sum in 
Government securities, a further sum equal to not less than twenty-five per 
cent. of the said sum in Government securities 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- 
6rictions specified in sub-section (2) of that section, in any other investmenli. 

(2) For the purposes of sub-section (I),- 

(a) the amount of any deposit made under section 7 or section 90 
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 m to prinoipal and interest by, 
the Government of the United Xingdom shall be regarded as a p p m v a  
securities other than Government securities for a period of four yeara 
m m  the commencement of the Insurance (Amendment) Act, 1950, b.i 
;the manner and to the extent hereinafter specified, namely,- 

(i) during the first year, to the extent of twenty-five per ced .  
in value of the sum referred to in sub-section ( I } ;  

(iq during the second year, to the extent of etghteen and, 
;thee-fourths per cent. in value of the said rmm; 

(Gi) during the tfiird year, to the extent of twelve and a half 
pen cent:, in value of the said sum; and 

($77) durbng the fourth year, to t;he extent of six and a quark 
per oent. in va;lue' of the said sum: 



I 
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Provided that, if the Central Government so directs in any oase, 

the securities specified in clause (b) shall be regarded as ap roved 
securities other than Government securities for a longer perioif than 
four years, but not exceeding six years in all, and the manner in wbhh 
and the extent to which the securities shall be so regarded shall be ara 
specified in the direction; 

(c) any prescribed assets shall, subject to such conditions, if my, 
as may be prescribed, be deemed to be assets invested or kept invested 
in approved investments specified in sub-section (1) of section 27A. 

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

(a) any investment made with reference to any currency other 
than the Indian rupee which is in excess of the amoun,t required to 
meet the liabilities of the insurer in India with reference to that cur- 
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 acco~int: i 
Provided that nothing contained in this sub-section shall affect the 

operation of sub-sedtfon @):7 

Provided further that the Centra.1 Government may, either generally 
or in any particular case, direct tha* 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 
cornputin: the assets referred to  in sub-section (1) and where any direction 
has been issued under this proviso copies thereof shall be h i d  before Parlia- 
ment as sooil as may be after it is issued. 

(4) Where an insurer has accepted reassurance in respect of any 
policies 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 increased by the amount of the liability involved in such aocep@W 
and decreased by the amount of the liability involved in such cession: 

(5) The Government securities and other approved 'securities in whit& 
assets are under sub-section (1) to be invested and kepti inxested shall be 
held by the insurer free of any encumbrance, charge, hypothecation or lien. 

(6) The assets required by this section to ,be held invested by an in- 
surer iricorporatec! or domiciled outside the States shall, except to ;the extent 

-' 3 b  of any part thereof which consists of foreign assets held outside the Sbtes, 
be h'eld in the States, and all such assets shall be held in trust for the dis-r 
charge of the liabilities of the nature referred to in sub-section (1) and shall 

' i 
be vested in trustees resident in the States and approved by the Central 
Government, and the instrument of trust under this sub-section shall be 
executed by the insurer with the approval of the Central Government an'd 
shall define the manner in which alone the subject-matter of the trust, shall 
be dealt with.. 

8xplanatiom.-This sub-section shall 'apply .tb s n  insurer incorpora€& 
in the States whose share-capital to,the extent of one-third is owned by, or the 

qbers of whose governing body ,tQ :+he qxtent ~f one-third co~zsists dB, 
nibers domiciled elsewhere than. in tbe States," ' . 



"27A. Further provisions regarding inuestments.-(1) No insurer s h 4  
invest or keep invested any part of his controlled fund otherwise than in 
any of the following approved investments, namely :-- 

! 
(a )  approved securities ; 

I ( b )  securities of, or guaranteed as to principal and interest by, 
the Government of the United Kingdom; 

(c) debentures or other securities for mouey issued with the per- 
mission of the State Government by any municipality in a 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 constituted 
5y any Central Act or Act of a State Legislature; 

( 6 )  first mortgages on immovable property situated in India under 
any housing or building scheme of the insurer appro~ed by the Central 
Government or a State Government; 

Cf) debentures secured by a first charge on any imn~ovable ~roperty, 
plant or equipment of any company which has paid interest in full for 
&he five years immediately preceding or for a t  least five out of the six 
or seven years immediately preceding on such or simila,r debentures 
issued by it.  I 

(g) debentures securedf by a first charge on any immovable pro- I 
perty, plant or equipment of any company where either the hook value I 

or the market value, whichever is less, of such property, plant or equip- 
ment is more than three times the value of such debentures; 

(h) first debentures secured by a floating charge on all its assets of 
any company which has paid dividends on its ordinarg shares for the i five years immediately preceding or for at least five out of the six or 

i 
I 

seven years immediately preceding ; 
(i) prefere3ce shares of any company which has paid dividends on 

itls ordinary shares for the five years immediately precediilg or for ati 
least five out of the six or seveil years immediately preceding; 

( j )  preference shares of any company on which dividends have been 
paid 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 anobher 
company, such other company having paid dividends on its ordinary 

I shares for the five years immediately preceding or for a t  least fire out of 
the six or Eeven years immediately preceding: i Provided that the total amount of shares of all the companies under 
guarantee by the guaranteeing company is not in excess of fifty per cent. 
of thc-  aid-up amount of preference and ordinary shares of the guaran- ' 
teeing company ; 

(I) shares of any company on which dividends of notr less +h;tn fOw 
, per cent. including bonus have been paid for the seven years im- 

mediately preceding or for a t  least seven out of the eight or nine 
immediately preceding; 

( ? k t )  Srst mortgages on immovable property situated in the staim 
in any other countrg where the insurer is carrying cn insurace businme: 



(?t.) immovable propmty situated in the States or in any other wuntrg 
where the insurer is carrying on insurance 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 deposits with banks included for the time being in the 

Second Schedule to the Reserve Bank of India Act, 1934 (I3 of 1934), 
or with co-operative societies registered under the Indian Co-operative 
Societies Acb, 1912 (KC of 1912), or under any other law for tihe time 
being in force, the primary object of which is to finance other 
co-operative societies similarly registered; 

(r) debentures of, or shares in co-operative societies registered 
under the Indian Co-operative Societies 'Act, 1912 (I1  of 19121, or  
under any other law for the time being in force; 

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

(2) Notwithstanding anybhing contained in sub-section ( I ) ,  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-sections, invest or keep invested any park of hi& 
owtrolled fund otherwise than in an approved investment. if- 

(i) d t e r  such investment, the total amounts of all such invesB 
ments of the insurer do not exceed fifteen per cent. of the sum raterred 
to in sub-section (I) of section 27, 

C 

(5) the investment is made, or, in the case of any inveshent 
already made, the continuance of suoh 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 t.hen in the States, 
and all such investments, including investments in which any director 
is interested, are reported without delay to the Controller with full 
details of the investments and bhe extent of the director's interest in 
any such investment. 

(3) An insurer shall not 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 subscribed share capital and debentures 
of the banking compa.ny or investment, company concerned, 

whichever is less. 

(4) An insurer shall not out of the controlled fund invest or keep in- 
qested in the shares or debentures of any one company other thap PI banking 
company or investment company more than- 

(a] two and a quarter per cent. of the sum referred to in sub- 
seotion @) of &ation 27. m 



(b) ten per cent. of the subscribed shsre capital and debenturee 
of the q q p a n y ,  

whichever is less: 
Provided that nothing in this sub-section shall apply to any invest-men+- 

made with the previous cossent of the Central Governqent by an insurer, 
being a pompany with a view to forming a subsidiary company oaiyrryiag o n  
insurance business. 

(5) An insurer shall not out of his controlled fund invest or keep. 
. @vested any sum in the shares or debentures of any private limited oom- 

PanY. 
(6) Where an investment is in partly paid-up shares, the uncalledk 

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. 
(3) 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 sompany. 
the existing shares of which are covered by clause (i) or clause (7c) or clause 
(1) of sub-section (1) and of which an insurer is alreadg a shareholder, the, 
insurer may subscribe to such new shares: 

Provided that the proportion of new shares subscribed by hi does noti. 
exceed the proportion which the paid-up amount on the shares held by him- 
immediately before such subscription bears to the total paid-up capital of 
the  company a t  the time of such subsci+iption. 

(8) If, on an a.pplication submitted through the Controller the Cen- 
tral Government is satisfied that special gxounds exist warranting such4 
exemption, the CentraJ. Government may for such period, to such extent 
and in relation to such particular inrestments and subject to such con- 
ditions as may be specified by i t  in this behalf, exempt an insurer from3 
all or any of the provisions of sub.sectims (3), (4) and (7). 

(9) Ail insurer shall not keep more than three per cent. of the control- 
led fund in fixed deposit or current deposit, or partly ii! fixed deposit anb 
partly in current deposit, with any one banking conlpeny or with any one 
co-opera-tive society registered urider the Indian Co-operative Societies Act, 
1912 (I! of 1912:; or uncler any other law for the time being in force an& 
doing banking busines, . 

Provided that in applying this sub-section to the amount in deposit' 
with a bnnlri~g company on any day all the premiums collected by t h a t  
company on behalf of the insurer during the precedi~g thirty days shall be. 
excluded : 

Provided further that the Controller may permit a co-operative life- 
insurance society as defined in clause -(b) of sub-section (1) 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 depositf 
is secured by a first mortgage on any immovable property. 

(10) All assets forming the controlled fund, not being Government secu- 
lities or other approved securities in which assets are to he invested or hela 
invested in accordance with section 27, shall (except for part thereof not 
exneeding one tenth of the controlled fund in value which may, subject to- 
such oonditions 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, ohacge, hypothecation or lien. 

(11) If at any time the Cehtyal Governmen-6 con8iders any ,one or mors  
of inves%me& cons$tu$ng &n in~urer's controlled fund to'be .unsuitable 



::.. or . undesirable; :the :.: 
opportunity of being 

as may be specified in this beha,lf :by the Central Government.. . . j . ~ . .  . . . .  . >  :. . . 

(22) Every inpurer in existence at. the commencement of the Insuranoe 
(Amendmenti) Act, 1950, whose inwestments or any part thereof a t  soch 
commencement contravene or contravenes any of the provisions of this 
section, shall, vjthin ninety days from such commenceme~~t, submit to 
.the Controller a report specifging all such investments, and, if the Central 
Government is satisfied that it will not be in the  interest of 
$he insurer or any class of insurers generally to realise any such invest- 
ments, it may, by order, direct that the provisions of this section [other 
khan the provisions contained in sub-section (11)] shall not apply in relation 
50 any such investments or to any class of investm nts enerally for such t period or periods as may be specified in the order. ,, bp 

(13) Without prejudice to the powers given to ti& Central Government 
by sub-section (11), nothing contained in this section shall be deemed to 
.require any insurer to realise any investment made in conformity with the 
provisions of sub-section (1) after the commer.cemerit of this Act which, 
after the making thereof, has ceased to be an approved investment within 
ihe  meaning of this sectlion. 

(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 a like nature are required to be held by or under any Central Act, or 
Act of a State Legislature. 

9zplanation.-In this section "controlled fund" means- 
(a) in the case of any insurer specified in sub-clause (a) (ii) or sub- 

.clause (b) of clause (9)' of section 2 and carrying on life insurance business- 
(i) all his funds, if he carries on no other class of insurance business; 
(ii) 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 any other insurer carrying on life insurance business- 

(i) all his funds-in India, if he carries on no other class of insurance 
. business ; 

(ii) all the funds in India appertaining to  his life insurance busi- 
ness if he carries on some other class of insurance business also.; 

'buf 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 olitside India or in respect of which 
the Controller is satisfied that it would not be in the interesb of the insurer 
to apply the provisions of this section." 

18. Amendment of section 28, Act I V  of 1938.-In section 28 of the i 
+said Act,- 

(9 in sub-section (I), the words "registered under this Act" shall be 
omitted ; 

(i9 after sub-section (2), the following 'sub-sections shall be inserted, 
namely :- 

"@A) I n  respeot of the Government securities and other approved 1 
slecurities invested qnd kept invested in accordance with sub-section 
( I )  of section 22 an insurer $hall submit a l o ~ g  with the returns referred , 
to  in sub-sections (1) and (2) a certificate, where such assets are iri the 1 

i 



custody of a banking company, from that company, and i n  ang other 
case, from the chairman, two directors and a principal officer, 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 a n y  encum- 
brance, charge, hypothecation, or lien, and every such certificate after 
the first shall also state that since the date of the certificate imme- I 
diately preceding all the securities have been so held. 

(2B) I n  respeck of the assets forming the controlled fund within 
the meaning of section 27A, and which (lo 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-sections ( I )  and (2), a statement, where 
such asset-s are in the custody of a banking company, from that  com- 
pany, and, in any other case, from the chairman, two directors and 
a prixipa! officer if the insurer is a company, or from a principal officer 
of the illsurer if the insurer is not a company, specifying the assets, 
which are subjccted 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. rInsertion af new section 2 8 8  in Act W of 1938.-After section 28 of 
the said Act, the following section shall be inserted, namely :- 

"28A. R e t u r n  of i n v e s t m e n t s  relat ing t o  control led fund  a n d  changes  
therein.-(1) Every insurer carrying on life insurance business, shall 
exery year, wiihin thirty-one days from the beginning of the year submit 
to the Controller a return in the prescribed form showhg as a t  the 
31st day of December of the preceding year the investments 
made out of the controlled fund referred to in seotior, 27A, and every such 
returc shall be certified by a principal officer of the insurer. 

(2)  Every insurer referred to in sub-section ( I )  shall also submit to 
the Controller a return in the prescribed form showing all the changes that  
occurred in the investme~its aforesaid during each of the quarters eizding 
on the  last day of March, June,  September and December within thirty- 
one days from the close of the quarter to which i t  relates, and every such 
return shall be certified by a principal officer of the insurer." 

20. Amendment of section 29, Act I V  of 1938.-In sectioii 29 of the 
said Act,- 

( i )  in the first proviso t'o sub-section ( I ) ,  for the words "nothing herein 
contained" the words "nothing contained in this sub-section" shall be 
substituted; 

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

(iii) to the fourtli proviso, the following words shall be added, 
namely : - 

"and where any ~ ~ c h  loan or advance is made out of any life 
insurance fund the matter s b ~ l l  be reported within thirty days of $ha 
111aking of such loan or a d v a u ~ e  to the  Controller."; 
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(iv) after sub-section (2),  the following sub-sections shall be added, 
namely : - 

"(3) Subject to the provisions of sub-section ( I ) ,  no insures 
carrying on life insurallce business shall g r a n t  

' 

(a) any loans or temporary advances either on hypothecation 
of property or on personal security or otherwise, except such loam 
as are specified in sub-section (1) 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 t,he aggregate- 

(i) 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 pear immediately preceding, 

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

Exp1anaiio~z.-The temporary advance referred to in clause 
( b )  of this sub-section shall also be admissible in the t;nse 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  gent or insurance agent was 
first appointed, and 

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

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

(4) Every loan or advance existing a t  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 commelicement and shall notwithstanding 
any contract to the contrary be repaid within one gear from sucb 
commencement. 

(5) Where any event occurs giving rise to circumstances, the 
existence of which a t  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. 

(6j I n  case of default in complying with the provisions of sub- 
section (4) or sub-section (5), the direct.or, manager, auditor, nctuary , 
officer or partner, or the chief, special or insurance agent concerned 
shall, without prejudice to any other penalty which he inay 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.-1n section 30 of the said 
Act, after the word and figures "section 27" the word, figures and letter 
"section 27A" shall be inserted. 



22. Amendment sf section 81, Act IT? of 1938.-In section 31 of the said 
a c t ,  for sub-section (21, the following sub-section shall be substituted, 
mame13 : - 

"(2 )  Nothing contained in this section shall be deemed to prohibit the 
endorsement in favour of a ~anlring company of any security or other 
document solely for the purpose of collection or for realisation of interest, 
bonus or dividend. " 

23. Insertion of new sections 31A and 31B in Act I V  of 1938.-After section. 
81 of the said Act, the following sections shall be inserted, namely:- 

"31A. Provisions  elating to managers, etc.-(1) Notwithstanding 
anything to the contrary contained in the Indian Companies Act, 1913 
(VII of 1918), oi. in the articles of association of the insurer, if a company, 
or in any contract or agreement, no insurer shall after the expiry of 
one year from the commencement of the Insurance (Amendment) Act, 
1950,-- 

(a) be ma.naged by a company or a firm, or 

( b )  be directed or managed by, or employ as manager or officer 
or in any capacity, any person whose remuneration or any part 
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 

(c) be directed or managed by, or employ as manager or 
~ E ~ o e r  or ill any capacity, any person whose remuneration or any 
part thereof takes the form of commission or bonus in respect of t h e  
general insurance business of the insurer : 

Provided that nothing in this sub-section shall be deemed to 
p r o h i b i t  

(i) the payment of commission to a chief agent, specid 
agent or a11 insurance agent, in respect of life insurance business 
procured by or through him; 

(ii) the payment of commission to a principal agent or an. 
insurance agent in respect of general insurance businem procured 
by or through him; 

(iii) the payment of commission, with the approval of the C e ~ t r a l  
Government and for such period as it may determine, to a person not 
being an officer of an insurer who was, on the 1st day of November, 
1944, employing on behalf of a,n insurer, chief agents or speairtl agents 
and continues so to do in respect of insurance business procured by or 
through him ; 

(is) the employment of any inclividual in a cleric4 or other 
subordinate capacity who, as an insurance agent, receives commission 
in respect of insurance business procured by him; 

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

(2-9 the payment of s share in the profits of general insurance 
husiness ; 

(uiq the payment of bonus in any year on a uniform basis to all 
salaried employees or any class of them by way of additional remune- 
ration, such bonus, in the case of any employee, not exceeding in 



stances of the 

(2)  Notwithstanding anytning to the contrary contained in the 
1Jndian Companies Act, 1913, or 411 the articles of ~asaooiahiou 
of the insurer, being a company, or in any contmet or agreement, 
no manager, managing director or any other person concerned in the 
management of an insurer's business shall be entitled to nominate 8 suc- 
cessor to his office, arid no person so nominated, whether before or after 
the commencement of the Insurance (Amendment) Act, 1950, shall be en- 
titled 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- 
i~ lg  a director or manager or other officer of the company to assign ' his 
office to any other person, any assignment of office made in pursuance of 
the saicl provision, shall, notwithstaridii~g anything to the  contrary con- 
taiilecl in the said provision or in section 8613 of the Indian Companies 
Act, 1913, be void. 

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

31B. 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 of an? other insurer in respect of the insurance business transacted by 
him in India, ie paying any person remuneration, whether bg way of 
cornmission or otherwise, on a scale disproportionate, according to the 
normal st'andards prevailing in insurance business, t o  t h e  reso~vces of the 
insurer, call upon the insurer to comply within six months with such 
directions as i t  may think fit to issue in the matter,  and if complia~lce 
 wit,!^ the directions so issued requires the alteration of any of the terms 
of Ine contract ei~tc~.ecl into by the insurer with such person, no coliJpen- 
sation shall  he p a p h i e  t,o such person by the insurer by reason only of 
such :~Iterati(tn or of ihe  resignation of such person if 1l1e altered terme 
are not acceptable to him and no paynleilt 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; a t  such rate as 
may be approved by the Central Governme~lt in this behalf. 

'i 
(2) Every insurer shall, before the close of the month following eveq 

year, submit to the Controller a statement in the prescribed form showing 
the remuneraticn 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 being a, chief agent, principal agent or 
special agent is in receipt of remuneration exceeding .the sum of five 
thousai~d rupees in any year, the Cont~roller may, by notice in writing, require 
the insurer to submit certified copies of t h e  agreement entered into between 
the insurer and any such perscn, and the insurer shall comply with any 
such recyuisit;oii within t h e  time specified i r ~  4ha notice." 



24. Insertion of new seetion 32.4 in Act IV of 1938~-After section 32 of 
the said Act, the following sf!ction shall be inserted, namely:- 

"112A. Prohibition of common 4fficer.s and requirement as d,o whole-time 
o#cers.-(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 orrof a banking company or of an inveat- 
men t compan y : 

Provided that the Central Government may permit such managing 
I director or other officer to be a managing director or other officer 

of any other insurer carrying on life insurance business for the purpose 
of amalgamating the business of the two insurers 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-five 
lakhs 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 &surer: 

Provided that the Central Goverr:merlt may, for such period as i t  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 p r e v e n t  
(a)  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 carrying 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 general insurance business; 
( d )  an officer in the employment of an insurer from giving p'ro- 

fessional advice ; 
Explanation.-In this section the expression 'officer' does not include 

a director." 

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

"33. Power of investigation.-(1) The Central Government may at  
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 repoh 
tc, thg, Central Government on any investigation made by him: 

'Provided that the Controller or the other person may, wherever 
necessary, employ an auditor or actu.ary or both for the purpose of asfiist- 
ing him in any investigation under ihiil section. 

(2) It shall be the duty of every ,manager, managing director or d@er 
officer of the insurer to produce before the person directed to make the in- 
vestigation. under ,sub-section (I\) all , suck books <of traccount, registers and 
other documents'irv:hisa cushody or power .an'd:fto jfdrnish hhim wi?thran$ std%e- 
merits land ~hinformati~n rel&ting<,tq, ,the~affairs,of, the i n s u m  as. $he said per- 
gc+$ ma5 requize +ofy B h  withia- sueh,,time z+s.-the mid +y,elrsOnc,rna~ s~gcify.  



(3) Any person, directed to make an investigation under sub-section 
(7), may examine on oath, any manager, managing director or other officer 
of the insurer in relation to his business and may administer oaths accord- 
iugly. 

(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- 
selltatlion in connection with the report ss, in the opinion of the Central 
Government, seems reasoliable, by order in writing,- 

(a) require tlie, insurer to take such tiction in respect of any niattet 
arising out of the report as the Central Government may think fit, or 

(b )  direct the Controller to cancel the registration of the iasureri 
or  

( G )  direct the Controller to apply to the court for the winding up 
of the insu~er, if a company, whether the registralion of the insurer 
has been cancelled under clause (b )  or not. 
(5) No order made under this section other than a n  order made under 

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

(6) All expenses of, and incidental to, any investigation made under 
khis section shall be defraye.3 by the insurer, shall have priority over o t h e ~  
debts due from the insurer and shall be recoverable a s  an arrear of land- 
revenue. '' 

26. Amendment of section 35, Act IV d 1938.-In section 35 of the said 
act,- 

(9 in sub-section ( I ) ,  for the words "Court having jurisdiction over one 
or other of the parties concerned", the word "Controller" shall be sub- 
~ti tuted ; 

(ii) in sub-section (3 ) ,  for the word "Court" and the words "Central 
Government", wherever they occ~v ,  the word "Co~€rollcr" shall ba 
substituted ; 

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

27. Arnenclrnent of section 36, Act IV of 1938.-Section 36 of the said A06 
ehall be renumbered as sub-section (1) of that sectioa, and 

(a) in that sub-section as so renumbered, for the words "Court" and 
"it", wherever they occur, the words "Coiitroller" and "he" shall 
respectively be substituted; and 

( b )  after sub-section ( I )  as so re.numbered, the following sub-section 
ehal! 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 amount 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 section 37, Act IV of 1938.-In section 37 of the said 
Act, for the word "Court", in both the places where i t  occurs, a ~ t d  for the 
words "Central Government", the word "Controller" shall be substituted. ' 

29. Amendment of section 39, Act I V  of 1938.-In section 39 of the said 
. Act, to sub-section (1) the following proviso shall be added, namely:- 

"Provided that, where any nominee is a minor, it shall be'lawful for 
the policy-holder to appdint in the presdribez mann'b'r any persdn th'ueceive 



the money secured by the policy in the event of his death during the rninoPi5-y 1 

of t,he nominee. " 

30. Amendment of soctisn 40, Act IB of 1938.-In section 40 of the said 
Act ,,- 

(9 in sub-section (I), for the words "or a person acting on behalf of 
a.n insurer who for purposes of insurance business employs insurance 
agents" the words "or a principal, chief or special agent" shall be 
substituted: 

(ii) in sub-section ( I A ) ,  after the words "and sections" the figures 
a c d  letter "4OA" shall be inserted; 

(iii) to sub-section (a) ,  the following further proviso shall be added, 
I 

namely : - 
I 

"Provided further that nothing in this sub-section shall apply in 
respect of ally policy of life insurance issued after the 31st day of 

I 

December, 1950, or in respect of nnp policy of general insurance issued 
after the commencement of the Insurance (Amendment) Act, 19,W."; 
(iv) in the proviso to sub-section (2A) ,  after the words ''notice 11s 

writing to the insurance agent lhrough whom the policy was effected", 
tLhe words "if such agent continues to be an agent of the insurer" shall be 
inserted. . 
31. Insertion sf new sections 40A to 406 in Act IV of 1938.-After seotion 

40  of the said 9c t ,  the followiilg sections shall be inserted, namely :- 

"40A. Limi ta t ion  of expe~zdi ture  o n  commission.-(1) No person shall 
phy or contract to pay to an insurance agelzt, and no insurance agent shall. 
receive or contract to receive by way of commission or remuneration in any I 

form in respect of any policy of life insurance issued b 1I";ldia by an insurer I 
after the 31st day of December, 1950, and effected through an insurance 
agent, an amount exceeding- 

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

(b) where the policy grants a deferred annuity in consideration of 
more t>han one premium, seven and a half per cent. of the first year'a 
premium, and two per cent. of each rcnewal premium, payable on the 
policy, and 

( c )  in any other case, thirty-five per cent. of the first year's pre- 
miilm, seven and a half per cent. of the secoild and third gear'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, during the 
first ten years of his business, may pay to an insurance agent, and an insur- 
ance agent may receive from such an  insurer, forty per cent. of the first 
year's premium payable on the polioy. 

(2)  No person shall pay or contract to pay to a special agent, and no 
special agent shall receive or contract to receive, by way of commission or 
ns remuneration in any form, in respect of any policy of life insurance 
issued in India by a n  insurer after the 31st day of December, 1950, and 
effected through a special agent, an amount exceeding- 

(a) %in a case referred to in clause (a) of -sub-section ( I ) ,  one half 
per  cent. of the preminm, 



(b) in,:a case 'referred .tos.in. clause: (b)":of. sub-section ( I ) ,  two per 
cent. of the first year's premium payable on the policy, and 

(c) in a case referred t~ in clause (c) of sub-section ( I ) ,  fifteen 
per cent. of the first year's premium payable on the  policy: 

Provided that in a case referred to in clause (c), a n  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 'a  half per.cent. of 
$he first year's premium payable on the policy. 

(3) No person shall pay or 'oontract to pay to an insurance agent, and 
no insurance agent shall receive or ooi~>ract to receive, by way of 'commis- 
sion or remuneratjo~l in any form, in respect of any policy of ganeral 
insurance issued in India by an insurer after the commencement 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. p~incipal agent, and no 
principal agent shall receive or contract to receive, by way of commission 
or remuneration in any form, in respect of any policy of general insurance 
issued in India by an insurer after the commencement of the Insurance 
(Amendment) Act, 1950, and effect.ed through a principal agent, an amount 
exeeeding- 

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

(b) in the case referred to in clause (b) of that sub-section, fifteen 
per cent. of the policy, 

less any commission payable to any insura~~ce 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 remuneration exceeding the limits specified in 
this sub-eectiol~ to a principal agent of an insurer incorporated or $omiciled 
elsewhere than in India, if such agent carries out and has c o n 6 h " u i  
carried out in his own office duties on behalf of the insurer which would 
otherwise have been performed by the insurer. 

(5) Without prejudice to the provisions 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 cnnt~.averies the provisiorls of sub-section 
(I) or sub-section (3) shall be punishable with fine which may extend 
to cnc hundred rupees. 

40B. Limitation of expenses of management in life znswance businese. 
t 

-(I) Every insurer transacting life insurance business in India shall furnish 
to the Controller, within such timer as may be prescribed: statements in the 1 
prescribed form certified by an actuary on the basis of premsiums~ cwrently 
used by him in regard to new business1 in respect 'of mortdi.0y, rate of 

' 

: . intdrest, exDenses and bonus loading. , 
, - 

i 

(2) After the 31st day of December, 1950, no insurer shall, in respect \ 
, ',of. life insurance bugingss tkngaoted gbjt ,hl&'~ip;:Ind&a{~~sPend as expenses i 

of management in any calendar year an amount':in~+~&gs>t^~f. bh~> p1!escribeb ! 
f, 



limits and in prescribing any such limits regard shall be had to the size 
and age of the insurer and ' the  provision 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 am~unt'permissibl~ under this sub-section, 
he shall not be deemed to have contravened the provisions of this section, if 
the excess amount so spent is within such limits as may be fixed in respect 
of the year by, the Controller after consultation with the Executive Com- 
mittee of thc Life Insurance Council constituted under section 64F, by 
whioh the actual expenses incurred niay exceed the, expenses permissible 
under this sub-section. 

(3) I n  respect of an statement mentiooed in sub-section (I), the 
Controller may require t 1 at 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 )  Every insurer transacti~~g life insurance business in Iodia shall in- 
corporate in the revenue account- 

(a) a certificate signed by the chairman and two directors and by 
thq principal officer of the insurer, and an auditor's certificate, cedi- 
lying that all expenses of management in respect of life insurance 
business transacted by the insurer in India have been fully debited in 
tile revenue account as expenses; and 

( b )  if the  insure^ 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. 
Explanation.-In this section,- 

(a) "calendar year" or "year" means, in relation to an insurer 
who is required to furnish returns in accorda.nce with sub-section (2) 
of section 16, the period covered by the revenue accoulltr furnished 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 kin&, 
fii) any amount of expenses capitalised, 
(iii) in the z s e  of an insurer having his principal 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) reczeived during the year in ree- 
pect of life insurance business transacted by him in India, 

but does not include in the case of an insurer having his principal 
place of business in h d i a  any share of head office expenses in respecb 
of life insurance business transacted by him outside India, 

40C. Limitation of expenses of .inanagemt?nt in general insurance busi- 
r.ess.-(1) After the 31st day of December, 1949, no insurer shall, in respect 
of any class of general insurance business transacted by him. in India, 
spend in any calendar year as expenses of mallagement including com- 
mission or remuneration for procuring business an amount in excess of the 
prescribed ilimi66 >and- in-, pre~c~ibing any such limit& regard shall be had to 
the 'size and age1 of 'the inswer r 

Provided that where an insurer has spent as such expenses in any 
r ,an amount *in. ]excess ,a£ lthst.an~oun.t ~ e n h i ~ i l i l e  alider.,lihis sub-eection, 

.~shdl not.<be: dgemed. >to Larre;tcontravened :the[ provisions &fi 'tB% section. 
- 4 



i: the excess amount so spent is within such limits as may be fixed i a  
respect of the year by the Controller after consultation with the Executive 
Committee of the General Insurance Council constituted under secijon! 
64F, by which the actual expenses incurred may exceed t h e  expenses per- 
missible under this sub-section. 

(2) Every insurer as aforesaid shall incorporate in the revenue account 
a certScate signed by the chairman and two directors and  by the principd 
officer of the insurer, and by an auditor certifying that  all expenses d 
management wherever incurred, whether directly or indirectly, in respect d 
the business referred to in this section, haye been fully debited in the 
revenue account as expenses. 

ExpZanatiofl.-In this section,- 

(a) "calendar year" shall have the meaning assigned to i t  in section 
40B ; 

(b) "expenses of management" means all charges, wherever b 
curred whether directly or indirectly, including commission paymenta 
of al kinds a.nd, in the case 01 an  insurer having his principal place d 
business outside India, a proper share of head office expenses, whioh 
shall not be less than such percentage as may be prescribed, of hi8 
gross premium income (that is to say, the premium income withoub 
taking into accour~t premiums on reirlsurnnce ceded or accepted) vritten 
direct in India during the year; 

(c) "insurance busincss transacted in India" includes insurance 
business, wherever effected, relating to any property situate in Tndis 
or to ally vessel or o i1a : : f t  registersd in India." 

32. Amendment of section 42, Act fV of 1938.-In section 42 of the said 
Act,- 

(a) in sub-section ( I ) ,  for the words "three rupees", the words "ten 
rupees" shall be substituted; 

(b) in sub-section (2), the word "registered" shall be omitted; 

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

"(3) A licence issued under this section, after the commencemen6 
of the Insurance (Amendment) Act, 1.950, shall remain in force for ea 
period of three Sears only from the date of issue, but shall, if the 
applicant does not suffer from any of the disqualifications mentioned 
in items (b), (c) and (a) of sub-section (4) and the application for renew- 
al of the licence reaches the issuing authority a t  least thirty days be- 
fore the date on which the licence cenqes 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  additiond 
fee of a prescribed amount, not exceeding three rupees by way of 
penalty, if thg application for renewal of the licence does not reach the 
issuing authority a t  least thirty days before the date on which the 
licence ceases to remain in force; 

(3A) No application for the renewal o'f a licence under this section 
shall be entertained if the application does not reach the issuing I 

authority before the licence ceases to remain in fqrce: i 
1 
1 - Provided that  the Controller may, if satisfied that  undue hard- 

ship would be caused otherwise, accept any application in contravenffon 
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oL this sub-section on payment by the applicant of a penalty of thi* 
rupees." 

33. Insertion of new sections 428, 42B and 426: in Act IV of 1938.-Abr 
section 42 of the said Act, the follon~ing sections shall be inserted, namely :- 

"428. Registration of principal agents ,  chief agents  and special agents.- 
(1) Tho Controller or an officer suthorised by him in this behalf s h a ,  
in the prescribed manner and on psymeilt of the prescribed fee, which 
shall not be more than twenty-five rupees for a principal agent or a chief 
agelit and ten rupees :or a spccial agent, register any pzrson who maliea 
an application to him in the prescribed manner if,- 

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

(b) in the case of a company or firm, any of its directors or pa&- 
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 busiuess shall be 

issued to him. 
(2) A certificate issued under this section shall entitle the holder there- 

oi 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 from the date of issue, but shall, on applios- 
tion made in this behalf, be renewed from year to year on production of a 
certificate from the insurer concerned that the provisions of clauses 2 and 
3 of I'art 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 tbz gro\7lsions of clauses 2 and 5 of P a t  C, of the soid 
Schedule in the case of a special agent, have been conlplied with, and OD 
payment of the prescribed fee, which sha.11 not be more than twenty-five 
rupees, in the case of a principal agest or a. ch~ef  agent, and ten rupees in 
the case of a special agent, and an additional fee of the prescribed amount 
~ o t  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, hz does not suffer 
1 from any of tht disqualifications mentioned in clauses (21) to ( d )  of sub-sea- 

tion (4) of sectio~i 42, and, where the applicant is a company 01% a firm, any 
I of its directors or partners dws  not suffer from any of the said disqualifi- 
I 

cations. 

(4) Where i t  is found that the principal agent, chief agent or speoid 
agent being an individual is, or being a company or firm contains a director 

I or partner who is, suffering from any of the disqualifications mentionetl in 
sub-section ( 4 )  of section 4 2 ,  without prejudice to any other penalty to 
which he mey 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 issued under this section to such 
principal agent, chief R ~ C L I ~  or special agent. 

(5) The authority which issued any certificate under this section may 
issue a duplicate certificate to replace a certificate lost, destroyed or mutf- 
lated on payment of the;pl*e~~ribed fee, which shall not be more than two 

% -  * 

rupees. 
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(6) ~n~ person who acts as a principal agent, chief agent or special ; 
agent, without holding a certificate issued under this section to aot 
as such, shal: be punishable with fine which may extend to five hundred 
rupees, and any insurer or any person acting on behalf of an insurer, who f 
appoints as a principal agent, chief agent or special agent any person not 4 

entitled to act as such or transacts aiiy insurance business in India through \ 
any such person, shall be punishable with fine which mag extend to one I 

thousand rupees. i 
1 

,I 

(i') Where the person contravening sub-section (6) is a company or a ' 
drm, then, without prejudice to any .other proceedings which may be taken 
against the conlpnl)y or film, elery director, manager, sacretary or ally 

other officer of the company, and every partner of the firm who is kuowirg- 
ly a party to such contravei~tion shall be punishable with fine which may 
extend to five hundred rupaes. 

I 

(8) The provisions of sub-sections (6) and (Sj shall not take effect unkil 
the expiry of six months from the commencement of the Insurance (Amend- 
ment) Act, 1950. 

42B. Regulation of employ?~zent of principal agents.-(1) No insurer 
shnll, after the expiration of seven years from the comm~ncement of t,he 
Insurance (Amendment) Act, 1950, appoint, or transact any insurance 
business in India, through a principal agent. 

(2) Every contract between an insurer and a principal agent shall be 
in writing and the. terms contained in 2art  A of the Sixth Schedule shnll 
be deemed to be incorporated in, and form part of, every such contract. 

( 3 )  No insurer shall, after the commencemenf of the Insurance 
(Axendment) Act, 1950, appoint any person as a principal agent except in 
a presidency-town unless t.he appointment is by way of renewal of any con- 
tract subsisting at  such commencement. 

( 4 )  Within sixty days of the comnlencement of the Insurance (Amend- 
ment) Act, 1950, every principal agent ,shall file with ,the izlsuren. concerned 
8a 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 nnp priaoipa! agent fails to file such a list within the period specified, 
sny 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 pf the said list shall, ~~otwithstanding anything in any co~ltract to 
the contrary, cease to be so payable. 

(5) A certified copy of every contract as is referred to in sub-section (2) 
shall be furnished by the insurer 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 with full particulars thereof to 
the Controller within thirty days of the making sf any such change. 

(ti) If the commission due to any insurance agent in respect of an3 
general insurance business procured by such agent is not paid by the prin- ". i 
clpal agent for any reason, the insurer may pay the insurance agent the 
commiss:on so due and rccowr the amount so paid from the principal 
agent concerned. 

(7) Every contract as is referred to in sub-section (2); subsisting a$ 
the commencement of the Insurance (Amendment) Act, 1950, shall, with 
respect to terms reg8rding,remgnenati% be, de<emed ,to b v e .  bees so altered 
as to be in accordince with the provisions of s~b~seckion (4l7of seekion 40A. , 



(8)  If any dispute arises as 60 whether a person, is or was a principal 
agent, the matter shall b t  referred to, the Controller, whose decision shall 
be final. 

(3 )  Every insurer shall maintain a register in which the name and 
address of every principal agent appointed by him, the date of such 
appointment and the date, if any, on which the appointment ceased shall 
De antered. 

42C. Regulation of  employmen$ of  chzef agents ap~d speczal agen9s.- 
( I )  Every contract between an insurer carrying on life insurance business 
and a chief agent shall be in writing, and shall specify the area (nof 
being less in extent than a district or the equivalent thereof) for which the 
ch'i8 agent is appointed, :u~d t h ~  tarins contained in Part B of the Sixth 
Schedule shall be deemed to be incorporated in, and form part of, eveq 
such contract. 

(2) No chief agent shall, either directly or through insurance agents 
or special agents employed by or througli him procu1.e life insurance busi- 
ness for the insurer in ally urea outside the area for which he has been 
appointed or in any area for whicli 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-sect>ion sha.11 be deemed to prohibit 
-the head office of an insurer which had been operating at  the commence- 
ment of the Insurallce (Amendment) Act( 1950, for a period of not, less 
tha<n 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 to operate within the said lim'its: 

Provided further t'hat 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 irl 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, 
nctwithstanding 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 irsurer 
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 f o m  
part, of every such contraot: 

Prbvided that the Controller may, in the case of a contract between 
a co-operative life insurance society as defined in clause (b) of sub-section 
(I) of seotion 95 and a co-operative society registered under the Indian 
Co-operative Societies Act, 1912 (I1 ,of 1912), or under any other law for 
t h e  time being in force and acting a6  a specid agent, alter, to sucS antent 
a s  he thinks fig, alk-or any of; the,-said terns. 



(6) A certified copy of every contract as is referred t o  in sub-section 
(7) or sub-section (4  shall be furnished by the insurer or the chief ageat h b the Controller wit in 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 t o  the Controller 
within thirty days of the making of any such change. 

(6) No such col.ltract 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 t o  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 cantract behween aa  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 business, which is subsiafing on such commencement, shall 
krmin~+te after the expiration of ten years from such commencement, if it 
doee not terminate earlier : 

Provided that every such contract shall be modified by the par tie^ 
before the 1st day of January, 1951, to bring it into conformity with thio 
Act, and any such modification shall- 

(i) as respects remuneration, whether in respect of business already 
procured or in respect of business to be procured thereafter, be suob 
as may be mutually agreed upon between the parties, subject, in 
the case of remuneration payable on businefis procured before such 
oommencement, to a maximum of an over-riding commission of two 
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 zany insurance agent; 

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

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

(8) Any such contract as is referred to in sub-section (7) which was 
si~bsistjng on the 1st day of January, 1949, but has terminated or has 
been tarininated 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 busi12ess 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 
as an insurance agent a t  any time before his appointment as such special 
agent. 

(10) If any dispufe arises as to whether a person is or was a chief agent 
or special agent for the purposes of this Aci, the matt'er shall be refsrred 
to the Controller whose decision shall be final. 

(11) Every insurer shall maintain a register in which the name and ad. 
aress of every chief agent appointed by him, the date on which the appoint- 
ment was mad-e and the date, if any, on which the appointment teas, 

eii ~lhall be entered, and a separate register. in .which similar t 



particulars relating to every special agent shall be entered, and every chief 
agent shall maintain a register in which similar particulars relating to ever3 
special agent appointed by him shall be entered." 

34. Substitution of new section for section 44, Act IV of 1938.-For section 
4A of the said Act, the fo?lowing section sha.11 be substituted, namely:- 

"44. Prohibition of cessation of payments of commission. 
withstanding anything to the contrary contained in any contract - I  etween Not 
any person and an insurance agent providiilg for the forfeiture or stoppage 
of payment of renewal commissioil 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 to him on renewal premium 
under the agreement by reason only of the termination of his agreement, 
except for fraud: 

Provided t h a t  
(a)  such agent ceases to act for the insurer concerned after the 

Central Governinent has notified in the Official Gazette that if ia 
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 exclusively 
in respect of life insurance business for a t  least five years and policieer 
assuring n total sum of not less than fifty thousand rupees effected 
through him for the insurer were in force on a date o:le gear before 
his ceasing to act as such agent for the insurer, nnd that the c o ~ m i s -  
sion on re11ey.1-a1 premiums due to him does not exceed four per cent, 
in arl? case; ol: 

c such agent has served the insurer continually and ex~lusivellg 
for at  ' 1  east ten years and after his ceasing to act as such agent he doeo 
not directly or indirectly solicit or procure insurance business for 
any other person. 

Explanation.-For the purposes of this sub-section, service of am 
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) end (c) ~f the proviso to sub-section (1) shall, notwithst~nding 
the  death of the agent, continue to be payable to his heirs for so long as 
such commission would have been payable had such insurance agent bees 
alive. 

35. Insertion of new section 44A in Act IV of 1938.-After section 44 of the 
aaid Act and before the heading "Special Provisions of Law", the following 
seation shall be inserted, namely : - 

"44A. Power to call for information.--For the purposes of ensuring 
compliance with the provisions of sections 408, 40B, 40C, 42B and 42C 
the Controller may by notice- 

(a) require from an insurer, principal agent, chief a.gent or special 
agent such information, certified if so required by an auditor or 
actuary, as he may consider necessary; 

(b) require an insurer, principal agent, chief agent or special agent 
to submit, for his examination a t  the principal place of business of 
the insurer in the States, any hook of account, register or other docu. 
ment, or t9 supply any statement which may be specified in the notice; 



( c )  examine any o&cer of an inqurer or a{ principal agent, chief J 

agent or special agent on oath, in relation to any such information, I 
book, register, document or statement and administer the oath accord- 
ingly ; 1 

and an insurer, principal agent, chief agent or special agent shall comply i 
wihh any such requirement within such time as may be specified in the 
notice. " 5 I 

36. Amendment of section 47, Act IY of 1938.-In sub-section ( I )  d section \ 
4 7  of the saiYi Act, the words "before the expiry of nine moizths from the date i of the maturing of the policy or where the circumstances are such that the 
%insurer cannot be immediat'ely aware of such maturing, 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 3V of 1938.-After section 47 of 
She said Act, the following section shall be inserted, namely: - I 

"4'i'A. Claims o n  small  l i fe insurance policies.-(I) I n  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 g~arant~eed profit or bonus) issued by an insurer in 
respect of insurance business transacted in India, arising between a claimant 
under the policy and the insurer who issued the policy or has otherwise 
assumed liability in respect thereof, the dispute may at  the option of the 
claimant be referred to the Controller for decision, and the  Controller may, 
after giving an opportunity to the parties to be heard and after making 
such further inquiries as he may thipk fit, decide the matter. 

(2) The decision of the Controller under this. sub-section shah be final 
and shall not be called in question in any court, and F a y  be executed by 
the Court which would have been competent to decide the dispute if i t  had 
not been referred to the Controller as if ib were ai,decxee .pwsed,by that 
court. 

(-3) There shall be charged and co!lected in respect of the duties of 
the Control!ar under this section such fees whether by way of r~erwntage 
or otherwise as may be prescribed." 

38, Amendment of section 48, Act ITT of 1938.-In section 48 of the said 
-A&,- 

(i) in sub-section ( I ) ,  after +he words "directors of the company" the 
words "the number to be elected not being less than two in any case" shall 
be inserted; 

(ii) for the second proviso to sub-section (ZA) ,  the following p~oviso 
shall be substituted, namely : - 

"Provided further that the Controller may exempt any director of 
a subsidiary company of the insuret from any disqualification imposed 
by this sub-section. " ; 

(iiq in clause (a) of sub-section (3), for the words "provisions of thie 
sub-section" the words "provisions of this section" shall be substituted, 

39. Amendment of section 48A, Act IV of 1938.-In section 48A of the 
.said Act., for the words "no person acting on bebalf of an insurer who, for the 
purpose of life insurance business employs insurance agents", the words "no 
-chief agent or special agen5" shdl '  be sbbstituted. 



40. Insertion of new sections 48B and 48C in Act IV  of 1938.-After sectioa 
3A of the said Act, the follo~ving sections shall be inserted, nailiely :- 

"48B. Further provision I-egarding directors.-(I) An insurer specified i~ 
tiub-clause ( b )  of clause (9) of section 2 and carryillg on life insurance busi. 
lless shall not have a common director with another such insurer. 

(2) The Central Government may, for such period, to such extent and 
subject to such conditions as it rnay specify, exempt from the operation of 
&his section- 

(a) any insurer, who is a subsidiary company of another insurer, or 
(b) two or more insurers, for the purpose of facilitating theb  

amalgamation or the transfer of business of .one insurer to the other: 

48C. Appointmejzt of additiorzal directors.-The Central GavernmenO 
may, in tlie case of an insurer specified in sub-clause (b) of, clpuse (9) of 
section 2, appoint for such period and subject to such ternis ,and condi. 
ticrls as it thinks fit, not more than two persons to be dilectors 'in additiog 
to the <lirectors nLxa;ly existing and the insurer shell pay to such uda- 
tiolial director or directors the same fees and allowances as are payablq 
to the other directors." 

41. Amendment 01 section 49, Act IV cf 1938.-(1) Section 49 of the said 
~ c t  shall be renumbered as sub-section (1) thereof, and after the proviso tc, 
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 0% 
dividends guaranteed to them, whether by way of first charge or otherwiw) 
shall not exceed. seven and a half per cent. of such surplgs." 

(2) After sub-section (I), as so renumbered, the following sub-section sh& 
~e icserted, namely : - 

"(2) For the purposes of sub-s~ction (I), the actual atnount of income- 
tax deductel at  source during the period following the date as a t  whicr$ 
the last preceding valuation was n?a,de and preceding the date as a t  which 
the valuation in question is made may be added to such surplus after de* 
duoting an estimated amount for income-tax on such surplus, such addition 
and deduction being shown in paragraph 8(1) of the abstract prepared ig 
accordance with Part  I1 of tche Fourth Schedu!e to this Act," 

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, 
lamely :- 

528. When Administrator for management of insurance bueiness may 
6 8  appointed.-(l? If z i t  any time the Controller has reason to believe that 
an insurer carrying on life insurance business is acting in manner likely 
to be  rej judicial to the interests of holders of life insurance policies, ha 
may,  after giving such opportunity to the insurer t o  be heard as he thinkg 
fit, make a rejlort thereon to the Central Government. 

(2) The Central Government, if i t  is of opinion after considering the 
report that  it is necessary or proper to do so, may appoint an Administrat~r 
tl, manage the affairs of the insurer under the directioc and control of f h ~  
Controller. 

(3) The Administrator shall receive such remuneration as the CenTr&g 
Government may direct and the Central Government may a t  any time a w e  

. cel the appointmenf and appoinh some other persolz as Administrator. 
6 M of Law 
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(4) The inaiiagei-nent of the business of the insurer shall as on and 
after the date of appoiuiment of the Adminisfrator vest ill such Adminis- 
trator, but except with the leave of the Controller the  Ad~ninistrt\lor shall: 
not issue any further po!icies. 

(5) As on and aii,er the date of appointment of the  Administrator any 
person vested with any such management immediately prior to that date 
shall be divested of that management. 

(6) The Controller may issue such directions to the  Administrator as 
to his powers and duties afi he deems desirable in the circumstarlcas of the  
case, and the Administrator may apply to the ContqlIer a t  any time for 
instructions as to the manner in which he shall conduct the management 
of the business of the infiurer or in relation to any matter arising in fhe 
course of such managemen&. 

52B. Powers and duties of the Administrator.-(I) The Administrator 
shall conduct the mtinagement of the business of the insurer with the groat- 
est economy compatib!e with efficiency and shall, as soon as may be possible, 
file with the Controller a report stating which of the folIowing courses is 
in the circumstanct?~ most advantageous to the general interests of t h e  
holders of life insurance policies, namely :- 

(a) the transfer of the business of the insurer to  some other insurer; 
( b )  the cr,rrying on of its business by the insurer (whether with 

the policies of the business continued for the original sum insured with 
the addition of b~~iluses that attach to the policies or for reduced 
amounts) ; 

(c) the winding up of the insurer; or 

(a) such other course as he deems advisable. 

(2) On the filing of the report with the Controller, the Controller may 
take such action as he thinks fit for promoting the interesbs of the holders 
of life insurance policies in general. 

(3) Any order passed by the Controller under sub~section (2) 
shaIl be binding on all persons concerned, and shall have effect notwikh- 
standing anything in Ihe memorandum or articles of associstion of the. 
insurer, of a company. 

52C. Cancellation of contracts and agreements.--The Administrator 
may, a t  any time during the continuance of his appointment -with respect 
to an insurer and after giving an opportunity to the persons concerned t o  
be heard, cancel or vary (either unconditionally or subject t9 such con- 
ditions as he thinks fit to impose) any contract or agreement (other then 
a policy) between the illsurer and any other person which the .$dmnistra- 
tor is satisfied is prejudicial to the interests of holders of life iiisuraace 
policies. 

52D. Termination of appointment of Administra.tor.-If a t  any time, ' 
on a report made by the Controller in this beha.lf, i t  appears to the  
Central Government that the purpose of the order appointing the Adminis- 
trator has been fulfilled or that for any reason it is undesirable that the 
order of appointment s h ~ u l d  remain in force, the Central Government may 
cancel the order and thereupon the Administrator shall be divested of t h e  
management of thr, insurance business ,whioh shall, unless otherwise direct- 
ed by the Central Government, again vest in the person in whom it  was 

. vested immediately prior to  the date of appointment of the Adminia_trw. i 
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52E. Finality of szon appoznting Administrator.-Any order c;r 
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. 

523'. Penalty for withhoidzng documetlts or property from Adminis- 
trator.-If any director or officer of the insurer or any ofher 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 
wiih both. 

526. Protection of action taken under sectiens 52A to 52D.- 
(I) No suit, prosecution or other -legal proceeding shall lie against 
an Administrator for anything which is in good faith dolle or intended to 
be done in pursuance of sections 32A to 52C inclusive. 

(2) 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 under 
section 52A, section 52B, or section 52D." 

43. Amendment of section 55, ~ c t  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. 

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

"and shall furnish to the Controller on or before the last clay of January 
in esrery calendar year a certificate from an auditor to the effect that the 
said books of accounii, register ancl documents are being kept as required 
a t  the principal office of the insurer in India." 

45. Insertion ot new sections 64A to 64T in Act I V  of 1988.-After section 04 
and before Part 111, the following Part and sections shall be inserted, 
namely :- 

"PART IIA 

64A. Inco~poration of the Insumnce A~sociation of India.-(I) All, 
insurers carrying on insurance business in the States at the commenoement! 
of the Insurance (Amendment) Act, 1950, all insurers who may after suoh 
commencement begin to can7 on insurai~ce business in the States, and, if 
the Central Government, by notification in the Official Gazette, so declares 
all provident societies carrying on insurance business in the States on the 
date of such notifjc!ation and all provident societies which may begin to carry 
on insurance 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 sha.11 be known as members of the Insurance Association of In&&, 
and all insurers and provident societies incorporated or domiciled elsewhere 
than in the States shall be known as associate members of that Association. 

(3) The Insurance Association of India shall have perpetual succession 
and a common seal and shall have power to acquire, hold and dispose of 
all property, both movable and immovable, and shall by1 %he said name sue 
and be sued. 
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MB. E n t ~ y  of names  of ~ ~ z e m b e ~ s  i n  tlze ~eg;ister.-(I) The Controller 
shall take or cause to be taken through such agency as he  thinks fit such , 
steps as may be necessary to have the names of all insurers and provident 
societies, who or which are entitled to have their names entered in the 
xegister of members aud associate members of the Insurance Association 
of India ma,intained 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 provident society, as the 
*case may be, removed from the register. , , ,  

64C. Councils of t h e  I w s u ~ a n c e  Associaiion jof India.-There shall be 
%wo Councils of the insurance Association of India, namely:- 

(a )  the Life Insurance Council consisting of all the membeis and 
associate inembers of the Association who carry on life insurance 
business in the States, and 

( b )  the general Insurance Couiicil consisting of all the members 
ancl associate nienlbers of the Aasociation who csrry on general 
insurance business i11 the States. 
64D. A u t h o ~ i t y  of A d e m b e ~ s  of Association t o  act  t h rough  agpnts.- 

I t  shall be lawful for any member of the Life Insurance Council or the 
General Iiisurai~ce Council to authorise any individual, whether an office: 
.of the insurer or not, to act as the representative of such member at any 
meeting of the Council concerned or to stand as a candidate for any election 
held by that Council. 

64E. Authorit ies  of t h e  L i f e  Insurance Council and t h e  General 
Insurance Council.-The authorities of the Life Insuramce Council and 
%he General Insurance Council shall be the Executive Committees, the 
'Tariff Committee a i d  the other Committee thereof constituted in the 
.manner provided in this Paxt. 

6.13'. Execut ive  C o m m i t t e e s  of t h e  L i f e  Insurance Council and t h e  
~ G e ~ z e ~ a l  Insurance Courzcil.-(I) The Executive Committee of the Life 
Insurance Council shall coiisist of the following persons, namely :- 

(CL) two officials nominated by the Central Government, one as , 
the Chairillan and the other as a member; 

( b )  eight representatives of members of the Insurance Association 
I 

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 ; 

(o) one non-official not connected with any insurance business, 
I 

.nominated by the Celltral Government; and , 
(d) five persons connected with life insurailce business, nomi- 

nated by the Central Government for the purpose of representing such I 
groups of insurers carrying on life insurance business or such areas 
as have not been able to secure adequate representation on the 
Executive Committee of the Life Insurance Council or for any other ' 

purpose. 

(2) The 'Executive Committee of the General, Insurance Coun all 
<consist of the following persons, namely : - . 

(a) two officials nominated by the Central Go as 1 

the Chairmas and the other :I:: a member; 
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( b )  eight representatives of members of the Insurance Assooiation 
of India carrying on general insurance business elected in their indi- 
vidual capacity by the said members in such manner, from such groupe 
and from such areas as may be specified by the Central Government; 

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

I (d) five persons connected with general insurance business, nomi- 
nated by the Central Government for the purpose of representing such 
groups of insurers cai~ying on general insurance business or such 
areas as have not been able to secure adequate representation on the 
Executive Committee of the General Insurance Council or for an7 
other purpose. 

(3) If any body of persons specified in sub-sections (1) and (2) failw 
to elect any of the members of the Executive Committees of the Life 
Insurance Couaci! or the General Insurance Council, the Central Goverii- 
ment may nominate any person to fill the vacancy, and any person so 
nominated shall be deemed to be a member of the Executive Committee 
of the Life Insurance Council or the General Insurance Couaqil, as the 
case may be, as if he had been duly elected thereto. 

(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 Insuranoe 
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, a d  any such bye-law may provide that any member of the Corn- 

. mittee who is interested in any matter for the time beiog before that 
Committees may not be present at or take part in any meeting thereof. 

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

Provided that acy action talreii by any of the said Councils under this 
sub-section shall be with the previous consent of the Central Government, 
and oothing 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 Insuranoe 
Council and of the Executive Committee of the General Insurance CounoiE 
shall in each case be an official nominated by the Central Government. 

G4G. Ijtl;iqnation and filling u p  of casual vacancies.-(1) Any n e ~ n b e r  
of the Executive Committee of the Life Insurance Council or of the  
General Insurance Council may resign his membership of the Committee 
by notice in writing addressed to the Chairman of the Committee to thaf 
effect. 

(2) Casual vacancies in the Executive Committee of the Life Insur- 
ance Council or of the General Iilsurance Council, whether caused by 
resignation, death or otheiwise, shall be filled by nomination by the 
Central Government, and .any person so nominated $0 fill the vacancy 
shall hold office until the dissolution of the Committee to which he haee 
been nominated. 

(3) No act of the Executive Committee of the Ijife Tnsurance Council 
or of the General Tnsuralnoo C ~ u i ~ n i l  shdl be nqlled in question on the 
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ground merely of the existence of any vacancy in, or defect in the 
constitution of, the Committee concerned. 

64H. Duration and dissolutio~t of Eiceculive Committees.-(1) The 
duration of the Executive Committee of the Life Insurance Council or 
the General Insurance Couhcil shall be three years from the date of ita 
first meeting on the expiry of which it shall stand dissolved and a neq  
Executive Committee constituted. 

(2) Notwithstanding the dissolution of the Executive Committee of 
the Life Insurance Council or the General Insurance Council, the outi- 
going members thereof shall continue to hold office and discharge such 
administrative and other duties as may be prescribed until such time aa 
a new Executive Committee of the Life Insurance Council or the General 
Insurance Council, as the case may- be, shall have been constituted. 

641. Power of Ezecutive Commit tee  of Life Insurance Council to  
hold oxamznatinns for insurance agents.-The Life Insurance Council may, 
vith the approval of the Central Government, authorise its Executive 
Committee to hold examinations for individuals wishing to qualify them- 

s insurance agents for the purpose of procuring life insurance :::%, and, if the Central Government, by notification in the Oflcial 
Gazette, so declares, then, notwithstanding anything contained in 
section 42, only individuals who have passed any such examination shall 
be eligible 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 
eection 42 before the date of such notification, to act a s  such, or to have 
his licence renewed from time to time. 

MJ. Functions of Executive Commit tee  of Life Insurance Council.- 
(I) The functions of the Executive Committee of the Life Insurance 
Council shall be- 

(a )  to  aid, advise and assist insurers carrying on life insurance 
business in the matter of setting up standards of conduct dnd sound 
practice a d  in the matter of rendering efficient service to holders of 
life inshrance policies ; 

I ( b )  to render advice to the Controller in the matter of controlling 
the expenses of insurers in respect of their life insurance bnsiness in 
India 7 

(c) to b r i n ~  to t'he nctice of the Controller the case of ally insurer 
acting in a manner prejudicial to the interests of holders of life insurance 
policies ; 

( d )  to act in any matter incidental or ancillary to any of the 
matters specified in clauses ( a )  to ('c) as, with the approval of the 
Central Government, may be notified by the Life I~~surance  Council 
in the Gazette of India. 
(2) For the purpose of enabling it effectively to discharge i k  

functions, 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 Insurai~ce 
Association of India who carry on life iasuraace business. 

64K. Ecacutive: Comnzittee of Life Insurance Council rtzily advise i n  
coj~trolling expenses.-(1) It shall be the duty of the Executive Committee 
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incurred by an insurer carrying on life insur'ance business in respect of such 
business in the preceding year may exceed the limits prescribed under thatr 
sub-section, and 'in fixiag any such limits the Controller sball ,have due 
regard to the conditions obtaining in life insurance business generally during; 
that  year, and he may fix different limits for different groups of insurers, 

(2) Where an insurer is guilty of contravening the provisions 
section 40B with respect to the expenses of management, the Controller may, 
after giving 'the insurer an opportunity of being heard, administer a warning 
to the insurer. 

(3) Where within a period of seven years two warnings 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 a# 
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 a t  the disposal of 
the said actuary all the materials required by him for the purpose of such 
investigation and valuation, within such period, not being less than three 
months, as the Controller may specify. 

@) The provisions 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 
(2) of section 16 shall apply in relation to an investigation and valuation 
under this section: 

Provided that the abstraot and statement prepared as the result a! 
~ u c h  investigation and valuation shall be furnished by such date as the 

Controller may speeib. 
(5) There shall be appended to every such abslract a statement; signed 

by the actuary giving such information as may be prescribed. 

(6) On receipt of the abstract and statement furnished in accordance 
with sub-section ( d ) ,  the Controller mag take such action as may be 
prescribed. 

ML. Functions o.f Bxecutive Committee of General Insurance Counoil. 
- ( I )  The functions of the Executive Committee of the General Insurance 
Council shall be- 

(a) to aid and advise insurers, carrying on general insurance 
business, in the matter of setting up standards of conduct and sound 
practice and in the matter of rendering efficient service to holders 
policies of general insurance; 

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

(c)  to bring to the notice of the Controller the case of any such 
insurer acting in a manner prejudicial to the interests of holders of 
general insurance policies ; 

(a) to act in any matter incidental or ancillary to any of the 
matt.ers specified in clauses (a) to (c) as with the approval of the Cen. 
tral Government may be notified by the General Insurance Council 
in the Gazette of India. 
(2)  For the purpose of enabling it effectively t o  discharge its functiow,. 

tihe Executive Committee of the General Insurance Council may collmj 
such fees as may be prescribed from all insurers carrying on general i n w .  
ance business. 
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64M. Executive Committee of General Insurance Council rnay advise 
in cor~trolli~zg expenses.-(1) It shall he the duty of the Executive Com- 
mittee of the General Insurance Council to meet a t  least once belore 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 generak 
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 condition8 obtaining in 
general insurance business in the preceding year, and he may fix differen* 
limits for different groups of insurers. 

(2 )  Where an insurer is guilty of colltraveiling the provisions 0% 

section 40C with respect to the expenses of management the Cor~troller 
may, a fh r  giving the insurer an opportunity of being heard, ~dmi~i is ter  a 
warning to the insurer. 

(3) Where in ally case two warnings given to a n  insurer under sub- 
secttion (2 )  have been disregarded by him, the Controller may take such. 
action against the insurer as may be prescribed. 

64N. Power of the Executive Committees to  a c t  together in certain 
cases.-The Central Government may prescribe the circumskances in which, 
the manner in which, and the conditions subject to which, the Executive , 

Committee of the Life Insurance Council and the Executive Committee 
of the General Insurance Council may hold joiilt meetings for the purpose 
of dealing with any matter of common interest to both Committees, and 
it shall be lamlful 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 froin amongst the members of the 
two Committees. 

640. Power of General Insurance Council to  regulate rates 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 

I and associate members in respect of general insur~lnce business, and all 
such regulations shall be binding on all its memhers. 

(2) Any regulations made under sub-section (I) may delegate to ra 
Tariff Committee, appointed for such period and consisting of such persons 
as mag be specified in such regulations, any power of control and regulation 'A 
vested in the General Insurance Council. 

("3) Where an' insurer is guilty of contravening any regulation made 
under sub-section (1 )  by which he is bound, the Tariff Committee, if any, 
appointed under sub-section (2 )  may take such disciplinary action against 
him ns may be prescribed. 

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

(5) The General Insurance Council shall meet st least once a year to 
' 

review the work done by the Tariff Committee appointed under sub-section 
(2). 

(6) For the purpose of enabling the Tariff Committee to effectively 
dischargs its Eunctions uxder this section, the General Insurance Counciz 
rnsy, by regulations made in this behalf and approved bp the Central Gov- ! 
ernment. fix the amount of fees payable by insurers carrying on generak I 3 
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insurance business, and the Tariff Committee appointed under sub-sectio~ 
(2)  may collect such fees either directly or through Regional Councils con- 
stituted as hereinafter provided. 

Explanation.-For Qhe purposes of section 640, section 64P and seoi 
tion 64Q, the Central Government may, by notification in the OfficiaA 
Gazette, specify that any insurer or olass of insurers, shall not be deemed 
to be included amongst insurers carrying on general insurance business, 
and any insurer so specified shall not take part in any meeting of the Gea. 
era1 Insurance Council in which any discussion of any matter dealt with 
in Qhe said sections takes place. 

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

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

64Q. Functions of t h e  Regional Councils.-(1) The Regicnal Councila 
shall perform such functions as may be delegated to them by the General 
li~surance Council. 

( 2 )  For the purpose of enabling it effectively to discharge 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 t he  
Regional Council or otherwise. 

(3) Where in the exercise of any functions delegated to it under thira 
section, any Regional Council or any Committee thereof restrains a princi- 
pal agent or an insurance agenQ from procuring or causing to be procure& 
general insurance business from any area, any such principal agent or insur- 
ance agent may appeal to the Celitral Government within such time as may 
be prescribed and the Central Government may pass such orders thereon 
as it thinks fit. 

64R. Genel.al powers of Life Insurance Council and General Insuranc& 
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 prescribed fee may b s  
collected ; 

( c )  keep and maintain up to date a copy of the list of all insurers 
who are members or associate members of the Insurancre Association of 
India ; 

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

I ( i) the holding of elections other than the first elections; 
(ii) the summoning and holding of meetings, the conduct of,' 

business thereat and the number of persons necessary to form 
a quorum; 

(iii) the submission by insurers to the Executive Committee 
of the Life Insurance Council, or the General Insurance Council 
of such statement's or information as may be required of them an6  
the submission of copies thereof by the insurers to the Controller; 

I Giv) the levy and collection of ally fees; 



(v) the regulation of any other matter which may be necessary 
for the purpose of enabling it to carry out its duties under this 
Act. 

(2) The Life Insurance Council or the General Insurance Council may 
authorise 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, a s  the case may 
be, under clause (a), clause ( b )  or clause (c) of sub-section (2).  

648. Pou4er of Central Government to remove difficulties.-The Central 
Government may exercise such powers as may be necessary for bringing 
the Life 1nsura.nc.e 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 any such powers shall include- 

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

(b) where a notification under sub-section (1) of section 64A has 
been issued declaring provident societies to be members of the Insur- 
ance Association of Ind'ia, 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; 

(c) the power to make the provisions of section 40B applicable to 
the provident societies specified in clause (b) in the same manner 
M they apply to insurers. 

64T.. Power to exempt.-The Central Government may, subject to 
such 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- 
tion of all or any of the provisions of this Part." 

46. Amendment of section 65, Act IV of 1938.-In sub-section (1) of section 
6 5  of the said Act, for the words "nine hundred" the words "one thousand" 
&all be snbstituted. 

47. Insertion of new section 658  in Act N 09 1938.-After section 65 of the 
wid Act, the following section shall be inserted, namely: - 

"65A. Prohibition of transaction of insurance businsss by provident 
societies ollzer than public companies or ao-operative societies.-No person , \  

shall, after the commencement of the Insurance (Amendment) Act, 1950, 
'begin to carry on in the States any business specified in sub-section (1) of 
sectron 65, and no provider~t society carryi~g on any such business in the 
States shall, after the expiry of one year f ~ o m  such commencement, continue 
to  carry on any such business, unless he or it is- 

(a) a public company, or 
(b) a society registered ,under the Co-operative Societies Act, 1912 

(11 of 1912) or uilder a.ng other lam for the time l~eing in force in any 
State relating to co-operatli.ire societies, or 

(c) a body corporate incorporated under the law of any country 
outside the States not being of the nature of a private company." 

68 of the said Ac 48. - Omissioa of' section 68, A 
shall be omitted. 



49. Amendment of section -70, Act '1~"of 1938.-Ia sebtiod 70 of th& said 
Act.- 

(1) in sub-section (4, for the figures "67" the figures and letter "65h, 
~617" shall be substituted; 

(2) in sub-section (4,- 
8 t 

(i) at  the end of sub-clause (it) of clause (a), the word "or" shall 
be iaserted; 

(ii) clause (b) shall be omitted; and 
(iii) after clause (a) of the second proviso, the following clause 

shall be inserted, 'namely : - 
"(aa) cancel th-. registration of a provident society if any 

deposit required by section 73, has not been made, or". 
58. Amendment of section 71, Act IV of 1938.-In section 71 of the safd 

Aot,- 

(E] for the words, figures and letter "sections 20, 32, 46 and 53A" the 
words, figures, brackets and letters "sub-sections (2) and (3) of section 10, 
section 20, sub-section (1) of section 27, sections 27A, 28, 29, 31A, 31B, 
32, 46 and 53A" shall be substituted; 

(ii) after the words "members of a prorident 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 section 
$!2 of the said Act, the following proviso shall be added, namely :- 

"Provided that the Central Government may in any case extend the 
.time allowed by this sub-section for the furnishing of such return by a 
period not exceeding three months." 

52. Amendment of section 85, Act IV of 1938.-In section 85 of the said 
Act, sub-section (1) shall be omitted. . . 

53. Amendment of section 91, Act IV of 1938.-In sub-section (1) of seation 
91 of $he said A&,- 

(i) the word "and" a t  the end of clause ( f )  shall be omitted; and 
(ii) after clause (g) the following clause shall be inserted, namely :- 

" ( h )  to sell the immovable and movable property of the socieQ 
by public auction or private corntract, with power to transfer the whole 
thereof to any person or society or to ?ell the same in parcels." 

54. Amendment of section 92, Act IV of 1938.-In section 92 of the said 
Aot, - 

(1 )  in sub-section (4),- 

(i) for the w ~ r d s  "the Superintendent of Insurance shall appoini 
a suitable person", the words "the Controller mag, if he .think4 
fit, appoint a suitable person" shall be substituted; and 

(ii) for the words "and if so desired, shall also appoint a commlih I 

tee of inspection", the words "and if he considers it desirable, may 1 
also appoint a committee of inspection" shall be substituted; ! 

I 

(2) in sub-section (111, after the words "forwarded by the liquidator" 
the words "within one week after the meeting" shall be inserted. 

i 
I 

55. Amendment of section 94, Act IV of 1938.-In section 94 of the said i 
Act, sub-sectlon (2) shall be omitted. 1 
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56. Amendment of section 98A, Act I V  cki  1938.-In section 08A of tho 
eaid Act, the words, figures and brackets "so however that in such application 
.&e references in the second proviso to sub-section (1) of the said section to the 
commencement of this Act shall be construed as references to the commence- 
ment of the Insurance (Amendment) Act, 1946" shall be omitted. 

57. Amendment od section 100, Act I V  d 1938.-In s ~ c t i o n  100 of the said 
Aot, for the words "publish such notices or documents" t h e  words "publish 
such notice together with a summary in the prescribed form of the balance- 
sheet and revenue account" shall be substituted. 

58. Amendment of section 102, Act IV  of 1988.-In section 10'2 of the said 
Act,- 

(i) for sub-section ( I ) ,  the following shall be substituted, namely:- 
"(1) Except as otherwise provided in this Act, any insurer, priuci- 

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 i a firm, any partner of the firm who is knowitlgly e a party to the defau t 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 may 
extend to five hundred rupees for every day during which the default. 
or contravention continues" ; 
(ii) in sub-section (2), for the words "any of the requirements of this 

Act" the words "any requirement of this Act or of any rule or order made 
thereunder" shall be substituted. 

59. Insertion of new section llOC in Act I V  of 1938.-After section llOB 
of the said Act, the following section shall be inserted, namely :- 

"110~.* Power to call for information.-(1) The Controller #may, 
by notice in writing, require any insurer to supply him with any informa- 
tion relating to his insura.iice business, and the insurer shaIl comply y i th  
sucli requiremelit within such period after receipt of the cotice as may be 
specihecl therein. 

(2) Any information supplied under this section s h d l  be certified by a 
principal~officer of the insurer and if the notice so requires also by an audi- 
tor. " 

60. Amendment of section 116, Act I V  of 1938.-In sub-seetion (1) of " 

lsection 116 of the said Act,- 
(i) for the words "a Par t  B State" the words "any country or S ta te  

outside the States" shall be substituted; and 
(ii) the proviso shalI be omitted. 

61. Amendment of section 116A, Act I V  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 31B or section 40B" shall be added. i 
! 
I 

62. Amendment of section 118, Act 1V of 1938.-In section 118 of the mid 1 
A c d  1 

i 
(i) for the words "by the Central or by n State Government.", the yards 

"by the Centrai Government" shall be substituted; 
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(21 )  a t  the end of clause (b), the word "or" shall be inserted and aftw 

that clause, the following shall be added, namely :-- 
" ( c )  any approved ssperannuation fund as defined in clause (a) 

of section 58N of the Indian Income-tax Act, 1922 (XI of 1922), or, 
if the Central Government so orders i11 any case, and to such extenfi 
or subject to such conditions or modifications as are specified in suah 
order, to any insurance business carried on by a State Government or 
to any insurance company more than fifty-one per cent. of whose shares 
is held by a State Government." 

63. Amendment of the First Schedule, Act IV of 1938.-In the First -Schedule 
$O the said Act,- h~ , - 

( i )  in Part I, in clause ( c )  ~f'reguldtion;?, for 'the 'ivord's "a certificate 
signed by" and the worcls "p%arts of the asse,tsM, the words , "where tbe 

? +i@~&ce ~ h e e t  relates kither wholly or in part ,to lif< insurance busiqess,, 4 7 

cce'rificate'signea by" and the wor2s "piirt of the assets" shall* ~respe,at~elg 
' ' be.substituted; > .  J . - 

(ti) ill Form A ,  in ihe first column, for the item "Life Insurance Fund", 
the following shall be substituted, namely :- 

"Life Insurance Fund- 
(i) Business in India. 
(ii) Business outside India." 

64, Amendment of the Third Schedule, Act IV of 1538.-In the Third 
Schedule to the said Act,- 

( I )  in Part I, after regulation 7, the following regulation shall be in- 
serted, namely :- 

"7A. I n  addition to the revenue account, information shall also be 
supplied of the gross claims payable directly by the insurer in Indy 
(that is to say, the claims without taking into account claims on rein. 
surance ceded or accepted) separat:ly for fire, marine and miscellan~. 
ous insurance business and the provisions of sections 20 and 116A sh&U 
not apply to any information so supplied."; 
(2) in Part  11, in Form F,- 

( a )  in the first column, for the item "Commission",, the following 
Mems shall be substituted, namely : - 

', 7 Coi~lmission on direct Business ......... 
Commission on Reinsurances accepted. " ; 
( b )  in tlle third column, before the item "Other income (to k 

specified)", the following item shall be inserted, name1y:- 
"Commission on Reinsurances ceded ............ " 

65. Insertion of new Schedule in Act IV of 1938.-In the said Act, the 
"Sixth Scliedule" shall be reiiumbered as the "Seventh Schedule", and 
before that Schedule as so regumbered, the following Schedule shall be inserted, 
ramel y : - 

"THE SIXTH SCHEDULE 
PART A 

[ S e e  section 42B(I)] 

Terms  deemed t o  be included in every contract between alz insurer carrying on 
general insurance busi 
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2. The principal agent shall procure or cause to be procured through insur- 
ance agents such an amount of general insurasce business of any class for the 
procurement of which he has been appointed, as will yield a groas premium in- ' 

come of not less than twenty thousand rupees in esch calendar rear. 

3. I n  the event of the principal agent failing in any calendar year to oomplyr I 
wit'h the requirements of clause 2, he shall forfeit to the insurer- 

(i) one-quarter of the total remuneration payable to him by the insurer 
for that year, if the class of business for the procurement of which he has  
been appointed is fire or miscellaneous insuranoe business, or 

(ii) .one-third of the total remuneration payable to him by the insurer 
for that year, if the olass of business for the procurement of which he has 
been appointed ie marine insuraxrae bueineas. 

4. In the event of the principal agent failing to oomply with the requhen* 1 

af clause 2 in any two snccessive oalendar years, the contract shall, without 
prejudice to the provisions of clause 3, terminate on the 31st dag of March, 
immediately following the second calendar year. 

5. Except in cases where the business relates to any property under his 
immediate control, a principnl agent shall no$ by himself procure any olass of 
general insurance business without utilising the services of an insurance agent. 

PART B 

[ S e e  section 42C ( I ) ]  

Terms deemed t o  be included in every  colttract be tween  a n   insure^ c a r v i n g  o n  
life insurance business and  a chief agen t  

1. All payments of cornmissioh to insurance agents shall be made by the 
hiurer direct or by the chief agent, who may make the payment either directly 
or through a 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 a t  least six insurance 
agents in eases where the business in force of the insurer is less than one crore 
d rupees and in any other case a t  least twelve agents each of whom will 
prooure in each calendar year new business amounting to  not less than ten 
thousand rupees. 

3. Save as provided in respect of cases specified in clause 7 of this Part, 
the remuneration payable to the chief agent in respect of life insurance busi- 
ness effected through him for the insurer shall only be in the form of an over- 
riding commission. 

4. I n  the event 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-ha& 
of the total rernunerat.ion payable to him by the insurer for those years. 

5. I n  the event of the chief agent failing to comply wit.h the requirements 
of clause '2, in four successive calendar years, the oontract shall, withoutj 1 

prejudice to the provisions of clause 4, terminate on the 31st day of Much 
immediately following the last of such calendar years. 

6. Not more than one intermediary to be remunerated by the insurer con- 
cerned, whether on 



7. I n  cases where bhe commission phyable on a policy of life insuranca 
effected through :in iricurance agent working under a chief agent is stopped 
on or after the 1st day of January, 1949 and not paid to the insu~ance agent, a-TI 
amount not exceeding oue-quarter of such commission pqable  to &he insurance- 
agent concerned shall also be payable to the chief agent, if he continues to 
render service in connection with that policy and if such commission is other- 
wise payable .$CI him. 

PART C 

[See section 42C ( P ) ]  

Terms deemed to be included in every contract betwcden an insurer c a v i n g  0% 
life insurance business and a special agent or betoosen a chief agdnt m d  e 
special agent 

1. All payments of commission to insurance agents shaU be made by the. 
insurer direct or, on behalf of the insurer, either by $he chief agent under whom 
the special agent is working or by the special agent. 

2. The special agent shall employ at  least two insurance agents and shall 
procure or cause to be procured through insurance agents employed under him 
in each calendar year new business amounting to not less than fift'y thousad 
rupees assured on which at least the first year's premiums have been paid in 
full. 

3. I n  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. I11 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 3 of this Part terminate on the 31st day of . 
March immediately following the second calendar year. 

I 

6 .  I n  the event of the special agent procuring life insurance business withouli 
utilising the services of an insurance agent, the spocial agent shall be entitled 
only to the commission that is ordinarily payable in respect of business so. 
procured to an insuran~e 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. 

Ezpla~zation.-In this Sohedule "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) Ordinanos, 1958. 1 (VI of 1950), is hereby repealed. 1 
(2),1f immediately before the commencement of the Insurance (Ame~dmentj, I 

Act, 1950, there is in force in any Part B State to which the Insurance Act, i 
1938 (IV of 1938), now extends any law corresponding & that Act, that law. I 
allso shall stanti repealed. 



(3) Notwithstanding the repeal by this Act of the Insurance (Amepdmeut) I 

Ordinasoe, 1950, or of any law corresponding to the Insurance Act, 1938 (IV 
of 1938), in force in any Part B State, any3hing done or any action taken in 
the exercise of any power conferred by that OrTiinance or law shall be deemed 
40 have been done or taken in the exercise of the powers conferred by this Act, ! 

and any penalty incurred 'or proceeding commenced under that Ordinance or I 
law shall be deemed to be a penalty incurred or proceeding commenced undor ! 
%he Insurance Act, 1938, as if that Act, as now amended, were in force on the 
day on which such thing was done, action:taken, penalty incurred or proceeding 
cornmewed. I 


