
Item No. 34
Proposed Circular on settlement of money lying in the Unclaimed Account against purchase of immediate annuity

1.
Regulation 24 of IRDA (Non-Linked Insurance Product) Regulations, 2013 mandates that in respect of pension plans, on the date of vesting, the policyholder shall necessarily purchase an immediate annuity /deferred pension plan with the same Insurer implying the amount cannot be paid in lump sum. An identical provision is laid down in respect of linked products, vide regulation 28 of IRDA (Linked Insurance Products) Regulations, 2013. [regulations enclosed]. 

2.
The IRDAI (Minimum limits of Annuities and other benefits) Regulations, 2015 stipulate that minimum amount of annuity that can be paid shall be Rs. 1000/- per month. Prior to that Insurance Act,1938 mandated a minimum annuity of Rs 100/-per month.

3.
In cases, where the accumulated /vested amount is not sufficient to get the minimum stipulated annuity of Rs 1000/- or Rs 100/- as applicable, the claim remains unpaid and amount gets transferred to Unclaimed Account after six months as per regulatory norms.

4.
The unclaimed annuity data as at 31/03/2017 shows that amounts in respect of 4768 policies totaling Rs 18.82 Crs are outstanding for the reason that the vested amount is not sufficient to generate the minimum stipulated annuity or it is less than the minimum purchase price of the immediate annuity products with the concerned Life Insurers.

5.
In the past, a few insurers had approached the Actuarial Dept. for payment of lump sum in lieu of annuity whenever the annuity amount on vesting was below the stipulated minimum. In the interests of the policyholders, such requests were granted after approval of the Chairman. 
6.
It is proposed to extend this practice to all concerned life insurers by issuing a circular, as per Annexure - A enclosed. This is for the approval of the Authority. 
  Annexure A

DRAFT CIRCULAR

Date:                        .   

To
CEOs/Principal Officers of all Life Insurers
Sub: Amounts lying under the Unclaimed Account for the purpose of purchasing immediate annuity as at 31.03.2018.
On examination of the data on Unclaimed Annuity amount lying with the Life Insurers, it is observed that most of the amounts under unclaimed accumulated/vested amounts for purchasing annuity are pending for the reasons that the   matured / vested amount is less than the minimum purchase price under the Immediate Annuity product available with the concerned Life Insurer or such amount is not able to generate the minimum annuity   as prescribed in the IRDAI (Minimum limits for annuities and other benefits) Regulations, 2015. 

Therefore, keeping the interests of policyholders in view it is decided to relax the provisions of Regulation 24 of IRDA (Non-linked Insurance Products) Regulations,2013, and also of Regulation 28 of IRDA (Linked Insurance Products) Regulations, 2013, and to allow the Life Insurers to pay in lump sum, the vested/accumulated amount lying under the head ‘Unclaimed Amount’ to the concerned policyholders / beneficiaries under any of the following conditions and subject to the extant Tax law, as applicable: 

1. The accumulated amount lying unclaimed under the deferred pension policy is not sufficient to buy minimum annuity amount stipulated under the applicable extant regulatory provisions as mentioned above.

2. The accumulated amount lying unclaimed under deferred pension policy is less than the minimum purchase price of the immediate annuity product available with the concerned life insurance company.

This Circular is issued by the Authority in exercise of the powers vested under Regulation 49 and Regulation 66 of the IRDA (Non-Linked Insurance Products) & IRDA (Linked Insurance Products) Regulations,2013 respectively and comes into force with immediate effect.

101st meeting of the Authority on 29/06/2018                          34.3

