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\_(Z“om the Publisher

By the time this issue of the Journal is in your
hands, the Authority would have finished three years
of its existence. In this period, the Authority had
succeeded in establishing a transparent and
responsive organisation.

Over this period of time, the Authority had brought
into existence a number of regulations which deal
with the establishment of insurance companies, the
setting up and regulation of various professional
intermediaries like agents, brokers, surveyors, loss
assessors and third party administrators. The
purpose of all these regulations was only to sub-serve
the cause of the Indian consumers and to bring to
them a service from an industry which they richly
merit. If these activities have resulted in improving
the service standards in the insurance industry and
had awakened a consciousness in the minds of the
Indian consumers, the Authority considers itself lucky
to have done something.

One of the wholesome measures that we thought
the nascent insurance industry required, moving from
the rigidity of a controlled regime to one driven by
market forces, was an assurance to the Indian
consumers that the product that he buys, and the
premium he pays periodically, are safe and sound.
We, therefore, adopted the practice of the Appointed
Actuary system in this country much ahead of that
system being introduced in some of the developed
nations.

The Appointed Actuary of a life insurance company
1s the eyes and ears of the Authority in regard to the
functioning of the company. We have also given him
the powers to approach the Authority over the heads

-
. i, el
of the management of his company in cases where

the management, according to the actuary, was not
carrying on business in public interest.

These measures to my mind have been very
productive and have now created a situation where
the profession of actuarial sciences is being talked of
as the next area where development will take place.
We have a very limited number of actuaries in this
country. The profession of actuarial sciences deserves
our support and encouragement not only because we
want the profession as such to develop, but because
we also want them to take care of the interests of the
Indian insureds.

Elsewhere in this Journal you will find articles
contributed by very senior and respected members of
the profession of actuaries. I do hope that readers
would find the articles interesting and I am sure that
they will respond to us in good measure pointing out
to us their perception of how the market has developed
over the last two years and how they consider actuaries
to be important in that respect.

We are starting a new financial year with this issue.
The Authority has decided to continue this Journal
on a permanent basis and, therefore, requires support
from the readers in the matter of suggestions for
articles to be carried as well as by way of articles etc.
The Editor of the Journal will be willing to accept
articles, of topical interest, for publication in this

Journal.

N. RANGACHARY
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LETTER FROM THE £DITOR

J uSIness 6y Iandate

We are happy to focus this month on the profession of actuaries, the unsung backroom boys of the insurance industry

who make profits happen. If those who market insurance are the face of the industry, it is the actuaries who are the brains,
and this issue presents their role and place in today’s industry and makes an attempt to discern a vision for their future.

Except for actuaries and some others, the mysteries of creating and pricing insurance products are not known to all. But
anyone can do it wrong. One of the wrong ways of doing it is by mandate. We have the living example of Mediclaim, a
government mandated policy which has suffered much abuse and caused much loss over the decade and a half that it has
been in existence. It sprang into existence not from the calculations of the actuaries or an intimate and masterly knowledge of
the healthcare market, its dynamics and costs. It happened — or was made to happen — through an announcement in
Parliament by the then Prime Minister, Mr. Rajiv Gandhi, that the nation would have a health insurance policy soon.

The industry had to create the product following a say-so and not from its own know-how. And the path of the product
was sadly predictable.

Mediclaim has not been the only product thrust on the industry, there was the poor man’s Mediclaim or the Jan Arogya.
Laudable as both were, there is no substituting dreams for a business backed by simple hard-headed numbers.

We are back again staring at another couple of mandated schemes, this time by the Union Minister for Finance,
Mr. Jaswant Singh. In his budget 2003-04, he announced a universal health insurance scheme and an assured return pension
scheme, both of which seem less than likely to succeed commercially.

There is no basis for a Rupee-a-day premium for a health cover of Rs. 30,000 a year, except perhaps the attractive sound
of it. And if the policy is to be offered for treatment at community hospitals, then the scope for fraud can easily be imagined.

The general insurance companies in the public sector — who presumably are the ones who will be offering this cover — are
already reeling under the pressure of the bottom line due to various acts of omission and commission and not all of their own
making. This would add to their woes at a very wrong time, not that there is a right time for it.

This is simply because the health sector is in a massive chaos. Not just data about the healthcare industry, but even basic
information on health status in India is not readily available in any satisfactory measure, and the less said about the
retrievability and reliability of individual health records the better.

The Government is the owner of the PSU general insurers and can indeed impose such measures on them. But the question
is whether they should do this when the products or schemes fly in the face of scientific product development and its critical
component, remunerative pricing and feasible administration, and thus place obstacles in their path to profitability in a newly
competitive environment.

Equally worrisome is the Varishta Bima Pension Yojana. A guaranteed return, at a time when the industry is finally
following with alarm IRDA’s repeated advice to phase it out, is anachronistic to say the least. Even if the LIC, which has been
named as the sole administrator of the scheme to be subsidised by the Government, manages a seven per cent return in these
soft interest days net of its administrative expenses, the remainder, the subsidy, could well arrive a couple of years later.

If the scheme garners about Rs. 25,000 crores, which has been indicated by the LIC management, then the interest
burden on that would be Rs. 2,250 crores. And if the LIC has to wait for a fourth of this for a couple of years, the least we could
say is that it would be out of pocket.

Private players need not feel envious but can breathe a huge sigh of relief that they were left well out of this scheme. It is
the LIC that one should be concerned about. The strongest insurance player today that has reinvented itself to suit the new
era, could find itself wasting away slowly. Let us hope it does not come to that.

We also present in this issue an entry into the subject of our May issue — remuneration to intermediaries and the cost of
doing business - with an article by Mr. Venkatesh Mysore, Managing Director of MetLife India. An article on data mining and
warehousing, outlines the remedy for the industry today. There is also an unconventional approach outlined to spreading
health insurance, by Mr. G.V. Rao, which has all sorts of common sense reasons to succeed.

We hope you enjoy the issue!

K. Nitya Kalyani




VANTAGE POINT

Getting the Price Right\/

Venkatesh S. Mysore

Since opening up
the insurance
sector, the IRDA
has established
asits primary goal
the protection of
policyholders. As
part of its
developmental
the
IRDA has been attempting to
professionalise the industry and
facilitate its growth and development.

= objectives,

This paper highlights some of the
principles behind developing a
successful and fair compensation
system for life insurance agents and
providing the consumers with quality
advice for their financial decisions.
There is also a brief overview of some of
the trends in the life insurance
industry’s compensation systems.

We are familiar with the breaking
down of barriers and open competition
taking place around the world. The
WTO has become a household name and
the trend suggests that we will see more
opening up of the financial markets in
the next few years. The impact on the
insurance industry has also been felt.

One such impact is the changing
compensation structure itself. Many
countries like the UK, Korea, Singapore
and Europe to name a few, used to have
maximum commission levels payable to
agents. Gradually, they have abandoned
maximum limits since market
competition and opening to foreign
players have readjusted commission
levels automatically to assure
competitive pricing of products for the
consumers. They have seen the
redundancy of setting maximum limits
and have left commission levels to
market forces. (See table for some
sample commission structures).

The Internet has made consumers
much more aware of their choices
regarding financial products. It has also
created downward pressure on the
pricing of life insurance products.

Selling life insurance products has
always been a difficult profession. The
choice available to consumers has made
this work even more difficult.
Companies have focused on substantial
additional training to make agents
much more than just product sellers and
to develop them instead to provide
financial advice and planning. As more
life insurance products like term
insurance have become commodities,
agents have been forced to provide
better, and more value added, services
to their clients.

Global statistics show that
customers prefer doing business with
agents ‘eye ball to eye ball’ as reflected
in the fact that two-thirds of the

In the past the
insurance industry has
often made the mistake

that a higher commission
structure is bad for the
consumer. A low and
exclusive commission
system like the one
currently existing in
India makes it very
difficult to recruit quality
people to the profession.

N7
business, or more, comes through the
agency channel. It is safe to say that in
India almost hundred per cent of the life
business comes through the agency
force.

There is also evidence that it takes
approximately two to three years for an
agent to develop in this industry as
borne out by the retention rates of
agents in the first three years compared
to later in their careers.

Due to the market forces at play,
there has been a need to provide fair
compensation for the work of an agent/
financial advisor.

Another important factor that has
been created by the increase in
competition is the pressure on expenses.
To that extent, more and more
companies are rewarding their agents
based on incentives for higher
productivity, persistence and
consistency of the business. Companies
have realised that unproductive agents
are very costly and bring in low quality
of business as well. Maintaining agents
that are unproductive in the agency has
also brought a culture that is difficult
to change unless some drastic measures
are taken.

Therefore, developing a professional
sales force has become a major goal for
most insurance companies around the
world. Consistent with this goal, the
support mechanism in the form of good
training and development and a sound
compensation plan becomes imperative.

Given these factors, here are some
principal recommendations for the
Indian market place with regard to
developing a productive marketing force
through correct compensatory practices.

Do not eliminate the maximum level
of commissions payable to agents as of
now. The market needs time to adjust.
It is, however, recommended that the
cap is measured on an aggregate basis.
This means that companies should be
allowed to compensate the agents as
they deem fit within the cap. The impact
on the premium would be limited.

In the past the insurance industry
has often made the mistake that a
higher commission structure is bad for
the consumer. A low and exclusive
commission system like the one
currently existing in India makes it very
difficult to recruit quality people to the
profession. In general, the industry ends
up recruiting low quality agents and
part timers resulting in poor customer
service and huge attrition. This will
inevitably lead to bad sales practices.
These costs are ultimately passed on to
the customers in the form of pricing
assumptions.



Some commission structures

Country Commission Cap
UK No cap
UsS No cap
Ireland No cap
China Cap only on
premium
loading. No cap on
commissions.
South Commissions
Africa capped

Source: LIMRA International, US

A higher commission system with
some decent incentives for quality and
good management of the field force can
make the industry very professional and
provide clients with value added service.

We have to enforce strictly laws
related to rebating and other similar
practices. We should discourage
introducers of business, selling without
licence and part timers.

There should be penalties imposed
on agents for policy lapses through a
charge-back some
measures and controls to maintain
integrity and quality. It would be

system with

important to have all field managers
accountable for uncollected charge-back
by their agents so that they are strongly
encouraged through the commission
system to recruit quality people and to
focus on making sure that the business
is of good quality.

Commission caps should be lower for
investment type products and mutual
funds. Consistency of rules across the
financial industry (banks and mutual
funds) will also be required.

The focus must be on maintaining
strong licensing and training
programmes for agents with continuing
educational requirements. Strict
disclosure and compliance rules
regarding sales practices and

illustration systems are part of this.
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VANTAGE POINT

And finally, consideration should be
given to introducing a Risk Based
Capital system (RBC) as soon as
possible. The RBC system would make
companies more accountable and would
indirectly force them to pay attention
to how they pay commission on their
products, which products they sell or
encourage agents to sell and how they
invest their money to support those
products through better asset-liability
management (ALM) systems.

RBC could be an important part of
establishing a strong foundation for the
industry with solid financial discipline.
We have seen companies that have
withdrawn products or reduced
commissions in order to comply with or
improve their RBC ratio. It is a very
good way to make the industry
accountable and self regulated.

The author is Managing Director, MetLife
India Insurance Company. He is part of
the committee set up by the IRDA to go
into life insurance agents’ compensation
and this article is a compilation of the
views he had presented to the committee.

The agency commission structure has come in for review recently, and productivity and quality of
portfolios have become important concerns of the insurers as has the high attrition rate among agents.

There are worries about the cost of doing business too, and some of these relate to the new system of
brokers vis-a-vis legacy practices. What do we need to do with the marketing compensation system in the
life and non-life industries to serve the need for rapidly acquiring new business of acceptable quality,
while at the same time not filting the balance in the matter of the cost of doing business?
Please write o us your views too, we would be delighted to publish them!

irda Journal, April 2003



INTHE AIR

| ngtitutes for Motor Data, Road Safety

The IRDA has received and accepted
the report of the committee set up to go
into devising the means for data
collection and research for motor
insurance and for road safety research.

Announcing this at the valedictory
function of the Workshop on Vehicle
Safety Testing held by the IRDA and
Concert, a Chennai-based consumer
body, at Chennai on March 21 and 22,
Mr. N. Rangachary, Chairman, IRDA,
said that the exact form of the institute
and how it will be brought into existence
will be decided by the end of April.

The committee was formed following
a National Workshop on Data Collection
and Research for Motor Insurance held
under the aegis of the IRDA and the
Tariff Advisory Committee (TAC) on
January 28 and 29 at Hyderabad. (See
IRDA Journal, February 2003, page 7).

Both the institutes will work in close
collaboration with the insurance
industry and its various stakeholders
as collecting, analysing and retrieving
data related to motor accident losses

is crucial to an industry which has been
suffering huge losses on this business.

Mr. Rangachary said that the
unanimous view of the members of the
committee was that the automobile and
insurance industries need to have better
co-ordination and co-operation as both
depend on feedback and have to create
an adequate database.

Data, the lifeline of the insurance
industry, he said, was buried today
inside the books of the insurance
industry and no attempt has been made
to analyse and read what was available.

“If there is a charge that could be
made against the Tariff Advisory
Committee (TAC) and the IRDA, it is
that we have not brought in a market-
driven regime on auto insurance, and
this is because the industry as such has
not taken care of itself,” he said.

It has been difficult in the past for
the insurance industry to plead its case
for upward revision of premiums due to
a lack of data to back its demands up.

Another reason that makes a data
research outfit an urgent imperative is
that the loss making Motor portfolio is
also the single largest class of business
contributing almost 40 per cent of non-
life premiums. Also, detariffing is going
to become a reality in the next few years
in line with the trends of liberalisation
and building up of a competitive market
place.

As for road safety, it is also of critical
importance to the industry and to the
society at large. India has the fourth
largest accident rate in the world even
though the vehicle population is
nowhere near the developed countries.

When it comes to road accident
fatalities our country presents an even
more alarming picture with the highest
number fatal accidents in the world.
This figure was over 88,000 in 1999 and
many factors including weak
enforcement of traffic rules, lax
licencing procedures, overloading and
drunken driving contribute to it. The
institute for road safety is mandated to
study the situation on an ongoing basis
with a view to improving the systems.

|RDA Warns Brokers Against Rebating

The IRDA has issued a warning to
the newly licensed brokers against
rebating by passing on part of their
brokerage to customers.

It has also called for detailed returns
from the brokers relating to business
placed by them, brokerage received and
payments made out of this brokerage on
a monthly basis.

In a letter to the brokers,
Mr. N. Rangachary, Chairman, IRDA,
has said that as professionals they were
responsible for adhering to the
regulations and for transparency in
their behaviour.

Some reports had been received by
the Authority that some brokers had
been, in order to secure business,

issuing letters to clients not only
seeking support, but also “promising
the payment of a sum of money which
would be part of the compensation or
brokerage you are likely to get when the
transaction is through.”

‘This” he adds, “is a very deprecative
move on the part of the brokers.”

Provisions of Section 41 of the
Insurance Act, 1938, he has pointed out,
prohibits the offer of any direct or
indirect inducement, including
rebating, to procure insurance business.

He has also pointed out that a code
of conduct has been prescribed for
brokers to act with ethical and moral
standards and has cautioned that if
there were persistent reports of such

conduct, the Authority would not only
intervene but also see to it that the
licence granted to such broker(s) would
be withdrawn and cancelled.

The letter also calls upon the
brokers, under Regulation 28 of the
Brokers Regulations, to file within 30
days of the end of every month a
statement indicating the names of the
clients on whose behalf'the business has
been placed by the broker with the
insurer, the type of business that has
been contracted, remuneration received,
payments made out of such brokerage
and persons to whom payments have
been made.

Failure to submit this information
would lead to penal consequences, the
letter concludes.



GUIDELINES

Investing In Mutual Funds

The IRDA has set out the following

guidelines for investments in mutual funds
by insurers.

Since the term ‘mutual fund’ is neither
covered under the Insurance Act, 1938, nor
by the IRDA (Investment) Regulations,
2000, any investment made in mutual
funds will fall under the residuary category
of investments namely, ‘Other than
Approved Investments.’

Hence they will be subject to the limits
prescribed in the IRDA (Investment)
Regulations, 2000, and also to the norms
as follows:

The investment shall be restricted to
investment of temporary surpluses of the
insurer which may be placed in schemes of
mutual funds comprising liquid funds, gilt
or debt funds. The investment will be
governed by the following norms:

1. The mutual fund should be registered
with the Securities and Exchange
Board of India (SEBI) and be governed
by the SEBI (Mutual Funds)
Regulations, 1996.

2. The insurer shall at all times ensure
that the investments in mutual funds
are diversified among various mutual
funds.

3. The board of the insurer shall lay down
proper guidelines for selection of
permissible mutual funds and schemes,
including exposure norms, to any single
mutual fund and to each scheme of
mutual fund, so as to avoid
concentration of investment.

4. Where the schemes of mutual funds in
which such investment is made by an
insurer is managed by an investment
manager who is under the direct or
indirect management or control of the
insurer or its promoter, the investment
shall not exceed 20 per cent (four per
cent for public sector insurers) of the
amount of investments falling under
‘Other than Approved Investments’
subject to provision referred under
Clause 5, pertaining to ‘Group’ under
IRDA (Investment) Regulations, 2000.

5. The insurer shall not make any
investment in shares or debentures of
any private limited company in which

investment, if any, is made by the
mutual fund.

Overall investment / exposure limit

The investment in mutual funds at any
point of time shall not exceed 50 per cent
(10 per cent for public sector insurers) of
investment falling under ‘Other than
Approved Investments’ for both life and
general insurance companies.

These exposure limits will be reviewed
by the Authority annually.

Valuation of mutual fund
investments

Mutual fund units shall be reported at
Weighted Average Cost each quarter. Also,
the insurer shall mention the market value
of such mutual funds (which shall reflect
the increase/ decrease in the net asset value
[NAV]) in Form 3B as per IRDA
(Investment) Regulations, 2000.

A separate Fair Value Change Account
segregated for each of the mutual fund
investments shall be maintained.

The unrealised gains / losses arising
due to changes in fair value of the mutual
funds shall be taken to ‘Fair Value Change
— Mutual Fund’ account. The Profit / Loss
on sale of mutual fund units shall include
accumulated changes in the fair value
previously recognised in mutual funds
under the heading ‘Fair Value Change —
Mutual Fund’ in respect of a particular
mutual fund and being recycled to Revenue
/ Profit and Loss Account on actual sale of
mutual fund units.

The insurer shall assess on each
Balance Sheet date, whether any
impairment has occurred to the
investment. An impairment loss shall be
recognised as an expense in Revenue/ Profit
and Loss Account to the extent of the
difference between the re-measured fair
value of the investment and its Weighted
Average Cost as reduced by any previous
impairment loss recognised as expenses in
Revenue/ Profit and Loss Account. Any
reversal of impairment loss earlier
recognised in Revenue/ Profit and Loss
Account shall be recognised in the Revenue/
Profit and Loss Account.

In the case of unit-linked business,
mutual fund units shall be valued at NAV.

INTHE AIR

TRACKING

DEFAULTS

In view of the prevailing market
conditions for investments which have
seen defaults in interest and principal,
including in cases of state government
guaranteed debt instruments, it has
become important for the correct
picture to be obtained about investment
portfolios of insurance companies. The
reason is that investments are
policyholders’ funds and their
impairment could have an impact on
the ability of the insurance companies
to meet their claims.

With this in mind, the IRDA has
announced that insurers have to submit
the following additional information on
a quarterly basis relating to defaults
in their investment portfolios.

B Details of Approved Investments/
Other Investments which have
matured for payment and maturity
amount is outstanding along with
particulars of defaulted amount and
period for which the default has
continued.

B Any investment where defaults
have occurred which, subsequent to
maturity, have been rolled over.

B In respect of investments where
periodic income has fallen due,
details of interest payment in
default, along with the period for
which such defaults have persisted.

B Details of steps taken to recover the
defaulted amounts, and the
provisioning done/ proposed in the
accounts against such defaults.

This information is to be filed with the
Authority along with the other
Quarterly Investment Returns
beginning with the last quarter of the
current financial year, the statements
for which period are due 21 days after
the quarter ends.

irda Journal, April 2003




INTHE AIR

NO BROKERS

for Government, PSUs

The IRDA has issued the following
new guidelines for payment of brokerage
to insurance brokers carrying on direct
non-life insurance business in India. These
guidelines will not apply to reinsurance
broking contracts where in terms of
regulation 19(c) of the IRDA (Insurance
Brokers) Regulations, 2002, market
practices will prevail.

The scales of remuneration as
prescribed in regulation 19 will stand
modified as under, in the following cases
in respect of fire and engineering classes
of business controlled by a tariff prescribed
by the Tariff Advisory Committee (TAC).

There will be no brokerage allowed on
business of government and public sector
undertakings (as per Section 617 of
Companies Act, 1956), and business from
these customers will be placed directly by
them with the insurance companies. This
category of customers will continue to get
a five per cent discount on the basic tariff
applicable.

The IRDA has allowed insurers to
choose between brokerage and the five per
cent special discount in respect of other
insureds such as:

a) companies with a paid up capital of

Rs. 1 crore and above

b) co-operative societies with a paid up
capital of Rs. 5 lakhs and above

¢) public charitable trusts which are
exempt from income tax and

d) business under the direct control of the
government where the policy of
insurance shows the interest of the
governor of a state or the President of
India.

The brokerage structure for them is:

Commission/
brokerage ceiling

12.5% of premium
10%(compulsory business)
Rs. 1 cr.-Rs. 25 cr.| 7.5%

Above Rs. 25 cr. | 5%

Paid up capital
of insured

Upto Rs. 1 cr.

In respect of insureds other than those
covered above, the rates as prescribed in
regulation 19 will apply.

For the purpose of this notification,
brokerage/ commission shall include (as
indicated in regulation 19) any royalty,
licence fees, administration charges or any
compensation which any agreement
between the parties provide for
intermediation.

LIGENSED BROKERS

The following 11 entities have been licensed by the IRDA to operate as
insurance brokers for a period of three years. The last issue carried a

list of 17 licensed brokers.

Here is a list of newly licensed brokers with the names of the Principal

Officers and contact information.

Ashok Dalvie

Pioneer Insurance Services Pvt. Ltd.
1219, Maker Chambers V,

Nariman Point, Mumbai-400 021
Ph: (022) 22021171

Neil Mathews

Aon Global Insurance Services Pyt. Lid.
Gresham Assurance House, 4th Floor,
Sir PM. Road, Mumbai-400 001

Ph: (022) 22660771/ 56308731

Sanjay Kedia

Marsh India Pvt. Lid.

Essar House, 8th Floor,

11, Keshav Rao Khadye Marg,
Mahalaxmi, Mumbai-400 034
Ph: (022) 24954675

B.P Mathrawala

Mathrawala & Sons (Brokers) Pvt. Lid.
Suite No. 3 & 4, 3rd Floor,

Bombay Mutual Building,

PM. Road, Mumbai-400 001
(Reinsurance)

Ph: (022) 22614513/ 22661766

Ketan M.Boda

M.B. Boda Reinsurance Brokers Pvt.Ltd.
134-136/C, Mittal Court, 13th Floor,
(-Wing, Nariman Point,

Mumbai-400 021

(Reinsurance)

Ph: (022) 22043894/ 22875836

TR. Balan

Chawla & Associates Insurance Services Pvt. Lid.

“Kamalja” 1306, Shivaiji Nagar,
Off J.M. Road, Pune-411 005
Ph: (020) 5534961/ 5444561

A. Murali Mukund

Strategic Ins. Services Pvt. Ltd.
604, Riviera Apartments,
Dwarakapuri Colony,
Punjagutta, Hyderabad-500 082
Ph: (040) 55669419/ 23371796

Vivek Kuhadas

Alankit Insurance Services Ltd.
205-208, Anarkali Complex,
Jhandewalan Ext., New Delhi-110 055
Ph: (011) 23611846-50, 23610220-24

N. Raveendran

Alegion Insurance Services Ltd.
#50, | Floor, Kasturi Ranga Road,
Alwarpet, Chennai-600 018

Ph: (044) 24983059, 24980152

Sohanlal Kadel

Kadel Insurance Services Pvt. Lid.

402, 4th Floor, Mugul Apartments, Deccan Towers,
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Report Card: LIFE

Analysis of new business figures for the
period ending February, 2003 (FY 2002-
2003) .

A brief analysis of the information
furnished by life insurers for the new
business underwritten during the 11
month period ending February, 2003,
in the financial year 2002-2003 is given
below.

Life insurers were required to
furnish the information under two
broad heads, viz., Individual Business
and Group Business. They were
required to give details of the premium
underwritten by them under individual
business and to indicate broadly the
data under individual new business,
single premium new business and
individual pension business.

The information was also required
to be furnished for the rural sector.
Similarly, information about group
business underwritten was required to
be furnished incorporating group
insurance business, group gratuity
business and group superannuation
business. The details of social sector
business underwritten in these
segments were also required to be
furnished.

The statistics received from
insurers have been compiled to present
a comparative view of the performance
of private players and the public sector
insurer, 1i.e., Life Insurance
Corporation of India (LIC). Private
insurers comprised all 12 players in the
industry other than the LIC.

INDIVIDUAL BUSINESS
Individual New Business

During the first 11-month period of
the financial year 2002-03, 4,99,704
policies were underwritten by the
private players for a premium of
Rs. 36,459.29 lakhs and sum assured
of Rs.12,67,643.98 lakhs, inclusive of
riders. Maximum policies were
underwritten under endowment at
2,54,203 for a premium of Rs.18,074.2
lakhs and sum assured of
Rs.4,00,884.64 lakhs.

As against this, LIC underwrote

1,69,35,090 policies under a host of
products, collecting premiums of
Rs.4,04,920.94 lakhs and sum assured
of Rs.1,14,13,615.00 lakhs. The
maximum policies were underwritten
under the endowment plan followed by
the moneyback plan, being 1,07,62,134
policies and 50,44,681 policies,
respectively. The premium
underwritten under the two plans were
Rs.2,52,389.76 lakhs and
Rs.1,21,056.84 lakhs, respectively.

Single Premium New Business

During the period up to the month
of February, 2003, the private players
offered a host of products under single
premium new business. During the
said period 44,676 policies were
underwritten by the private players
garnering premiums of Rs.25,805.01
lakhs, and sum assured of Rs.38,702.73
lakhs. Under this category as well the
private players underwrote the
maximum of 32,886 policies under
endowment at a premium of
Rs.18,699.1 lakhs with sum assured of
Rs.19,924.84 lakhs.

As against this, LIC underwrote
2,79,962 policies for a premium of
Rs.2,44,232.28 lakhs and sum assured
of Rs.3,04,747.00 lakhs. Maximum
business was written under the
‘Others’ category at 2,35,359 policies
and premium underwritten of
Rs.1,94,077.19 lakhs, followed by the
endowment plan at 44,180 policies and
Rs.50,101.83 lakhs premium.

Individual Pension Business

Under the individual pension
business, private players offered single
and regular premium policies and
personal pension plans. A total of
68,427 policies were written at the
premium of Rs. 7,911.07 lakhs.

As against the private players, LIC
wrote 1,14,709 policies for a premium
of Rs.17,561.20 lakhs.

Individual Rural Business

The private players underwrote a
total of 34,501 policies for a premium
of Rs.407.71 lakhs, and sum assured
of Rs.13,923.50 lakhs. Maximum

STATISTICS - LIFE INSURANCE

premium was collected wunder
endowment at Rs.244.39 lakhs,
followed by money back plan at
Rs.102.51 lakhs.

As against the private players, LIC
underwrote 35,94,554 policies in the
rural sector, with premium amount of
Rs.61,101.51 lakhs and sum assured of
Rs.17,92,559.02 lakhs. Maximum
policies were underwritten for the
endowment plan at 23,82,455 policies
at a premium of Rs.36,777.79 lakhs,
followed by moneyback plan at
10,45,907 policies at a premium of
Rs.21,599.40 lakhs. Under the unit-
linked plan, two policies were
underwritten.

Single Premium Rural Business

A number of products were offered
to the rural sector under single
premium business, by both the private
and public insurers. 25,136 policies
were underwritten by the private
players in the rural sector for a
premium of Rs.101.37 lakhs and sum
assured of Rs.1,107.46 lakhs.

LIC underwrote 12,648 policies for
a premium of Rs.7,231.18 lakhs and
sum assured of Rs.9,096.25 lakhs
during the period ended February,
2003. The maximum number of policies
was underwritten under the “Others”
category at 10,314 policies, and
premium underwritten of Rs.5,534.11
lakhs. No policy was underwritten
under the Unit-linked Single Premium
Rural Business.

Individual Rural Pension Business

Under the Individual Pension
Business for the rural sector, 640
policies were underwritten by the
private insurers with premium
underwritten of Rs.95.48 lakhs.

LIC underwrote 3,492 individual
pension policies in the rural sector for
a premium of Rs.465.41 lakhs during
the period under reporting.

GROUP BUSINESS
Group Insurance Business

The private players offered 361
schemes under group insurance
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business during the first 11 months of
the financial year, covering 6,66,332
lives. The premium underwritten
during the period was Rs.2,753.06 lakhs.

LIC offered the term and the group
savings linked insurance schemes
during the period. Under these two
options, 5,426 schemes were
underwritten covering 11,19,537 lives.
The premium underwritten was
Rs.2,608.77 lakhs.

Group Gratuity Business

The private players were operating
21 schemes during the year, covering
2,698 lives. Premium underwritten
during the period was Rs.1,040.59 lakhs.

As against this, LIC offered 1,580
schemes during the period covering
1,80,853 lives. New business premium
underwritten during the period was
Rs.24,706.04 lakhs. This includes group
leave encashment business also.

Group Superannuation Business

Under 10 different schemes offered
by the private players, 831 lives were
covered, and Rs.590.12 lakhs premium
was underwritten during April, 2002, to
February, 2003.

LIC offered three products under
Group Superannuation, namely Group
Superannuation (GS), Group Annuity
(GA) and VRS, covering 235 schemes.
Under the schemes, 83,237 lives were
covered, and Rs.77,5627.91 lakhs
premium was underwritten during the
first 11-month period of the current
financial year.

Group Social Sector Business

The private players offered 17
schemes, covering 33,897 lives under
the social sector, and garnered Rs.12.81
lakhs premium.

As against this under the Janashree
Bima Yojana, LIC offered 2,765

schemes, covering 4,11,965 lives, and
underwrote premium of Rs.500.58
lakhs. As a rider, under the Shiksha
Sahayog Yojana 25,567 lives were
covered for a premium of Rs.88.61 lakhs.

Group Gratuity Social Sector
Business

None of the players — private or
public - reported any business during
the 11 month period under this category.

Group Superannuation Social
Sector Business

None of the private players reported
any business under this category,
during the period under consideration.

During the first 11 months of the
current financial year, 2,498 schemes
were offered to cover 93,519 lives with
underwritten premium of Rs.168.23
lakhs by the LIC.

New business done in the first eleven months of 2002-2003

(Rs. in lakhs)

Individual Business Premium Policies Sum Assured
Individual New Business* 4,41,380.23 1,74,34,794 1,26,81,258.98
Single Premium New Business® 2,70,037.29 3,24,638 3,43,449.73
Individual Pension Business* 25,472.27 1,83,136
Individual Rural Business 61,509.22 36,29,055 18,06,482.52
Single Premium Rural Business 7,332.55 37,784 10,203.71
Individual Pension Business - Rural 560.89 4,132
TOTAL - Individual Business 7,36,889.79 1,79,42,568 1,30,24,708.71
* Inclusive of Rural Business

(Rs. in lakhs)
Group Business Premium Schemes Lives
Group Insurance Business** 5,361.83 5,787 17,85,869
Group Gratuity Business** 25,746.63 1,601 1,83,551
Group Superannuation Business** 78,118.03 245 84,068
Group Insurance - Social Sector Business 513.39 2,782 4,45,862
Group Gratuity - Social Sector Business
Group Superannuation - Social Sector Business 168.23 2,498 93,519
TOTAL- Group Business 1,09,226.49 7,633 20,53,488

** Inclusive of Social Sector Business
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How the Ombudsman Works

Samiran Bhattacharya

The introduction
of the system of
Ombudsman in
different fields of
public life for
redressal of
grievances is a
relatively new
concept in India.
i Many of our state
_ assemblies have
already passed legislations introducing
the system of Lokpal for redressing of
grievances relating to various
departments. In different specialised
fields too the system of Ombudsman has
been introduced.

For example, the Ombudsman
system was introduced in the banking
sector in 1995 with an amendment in
2002. In the insurance sector, in exercise
of powers conferred upon it under Section
114 (1) of The Insurance Act, 1938, the
Union Government framed The
Redressal of Public Grievances Rules,
1998, (RPG Rules) which became
effective from November 11, 1998. The
provisions relating to Insurance
Ombudsman has been laid down in these
rules.

Legalities

There are now 12 offices of insurance
ombudsmen functioning in metropolitan
and large cities covering all the states
and union territories of our country. The
jurisdictions of insurance ombudsmen
are decided on the basis of the addresses
of the policy-issuing offices of the
insurance companies. All the insurance
ombudsmen have been appointed from
among senior retired insurance
executives (both life & non-life), the
judiciary and the civil services.

An insurance ombudsman may be
appointed for two terms totalling three
years or till the age of 65 years, whichever
is earlier. Every Insurance Ombudsman
is supported by executives deputed from
public sector insurance companies.

The Life Insurance Corporation of
India (LIC) provides the necessary
infrastructure including immediate day-
to-day expenses (which will be actually

borne by all the insurance companies as
per laid down procedures later), and
providing non-life insurance officials to
the offices of the insurance ombudsmen
of each zone is the responsibility of
respective public sector non-life
insurance company whose head office is
in that particular zone.

Practicalities

On the receipt of any complaint, the
Office of the Insurance Ombudsman sees
whether it can be registered in terms of
Rules 12 and 13 of the RPG Rules. If yes,
a notice is served on both the
complainant and the respondent asking
for submission of relevant information
and copies of documents within a
stipulated date. If necessary, either or
both the parties are invited for oral
deposition.

—

The reason for the
mounting numbers of
complaints is primarily
the very fast final
redressal and, (as far as
respondents are
concerned) nil expenditure
1n respect of

Ombudsman cases.
g

X

The Insurance Ombudsman at first
tries to mediate and recommend a
settlement of the complaint (Rule 15).
But if that is not possible, then he passes
an Award which should not exceed Rs.
20 lakhs including cost and expenses
(Rule 16).

In case this Award is not acceptable
to the complainant, he or she can lodge a
complaint afresh before the Consumer
Court under Section 12 of the Consumer
Protection Act, 1986, or file a suit before
the appropriate court of law governed
under the Civil Procedure Code subject
to the period of limitation as enumerated
in the Consumer Protection Act
as well as in the Limitations Act,

1963, whichever is applicable.

If any complaint does not comply with
the provisions of the RPG Rules (Rule 12
and 13), the Office of the Insurance
Ombudsman communicates its inability
to register the complaint. For example,
if any complaint is pending before any
consumer forum under the Consumer
Protection Act, 1986, (Section 12), or a
suit is filed before any civil court
governed under the Civil Procedure Code
or before any Arbitrator governed under
The Arbitration & Conciliation Act, 1986,
then the complaint cannot be taken up
by the Insurance Ombudsman.

There is a time limit of one year
from the date of the final reply of the
insurance company before which a
consumer may bring his complaint
before an ombudsman. ‘Final Reply’
means the disposal of the
representation of the insured, or his or
her heir, on the decision of the
insurance company.

The Office of the Insurance
Ombudsman is not the claim settling
department of the insurance company.
Hence, the insurance company is to
decide on the claim first and thereafter
as a second opportunity, the insurance
company 1is to dispose of the
representation of the insured. Only
then does the Insurance Ombudsman
look at the case based on merits as well
as the documents on which the
company’s decision was based apart
from the oral submissions of the
parties.

The time limit for the Insurance
Ombudsman to decide on the complaint
is one month if by recommendation,
and three months if by way of Award.

The number of cases before
insurance ombudsmen is increasing. In
this calendar year, the number may
cross 10,000.

The primary reason is the very fast
final redressal and, (as far as
respondents are concerned) nil
expenditure in respect of Ombudsman
cases. In contrast, it takes five years on
an average, with allied expenses, if the
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cases are before a consumer court and
there are chances of further delay due
to appeals/ revisions. Substantial
expense is necessary if cases are to be
filed before civil courts due to stamp fee
and advocate’s fee with an average time
period of five years and chances of
further delay and cost due to appeals
and so on. Even in case of arbitration,
there are expenses towards sharing of
arbitrator’s fees.

In addition to fast settlement with
no expenses of cases in front of the
ombudsman, the credibility of the cause
of action is clear. This is due to the fact
that the system’s support services
providers are from the insurance
industry, and have good number of
years’ exposure in technical areas in
different offices and in different cadres.
Hence, they understand the subject in
its proper perspective. In many offices
of insurance ombudsmen, there is
further value addition as there is a
techno-legal executive deputed from the
insurance Industry.

Subtleties

In today’s buyers’ market, insurance
product purchasers are demanding and
savvy. Retired officials of insurance
companies are also contributing to the
increased in the knowledge of the
buyers. The desire to be apprised about
the price mechanism of a particular
insurance product as well as the logical
interpretation of the meaning of
different policy wordings are
predominant demands from the buyers’
side.

The opening up of the insurance
sector and the consequent creation of a
competitive environment has enhanced
the opportunities in this respect. The
obvious end result is the increase in
disputes between the insureds and
insurance companies. Today, interest
on delayed insurance claims payments
is a matter of right of the insureds
according to Regulation 9 of The IRDA
(Protection of Policyholders’ Interests)
Regulations, 2002, effective from April
30, 2002. Incidentally, the LIC started
paying interest on delayed claims much

before the introduction of the above
Regulation.

Many a time, policy issuing offices
perceive the Office of the Insurance
Ombudsman as an outside entity and
do not submit the required papers as
per the notices and within the required
time. They also remain indifferent at the
time of hearing, apart from writing very
casual, generalised letters to the Office
of the Insurance Ombudsman.

The policy issuing offices of the
insurance company should take cases
before the Ombudsman seriously. As
soon as any Notice (P IV) from the
Insurance Ombudsman is received, a
self-contained note (i.e., written
statement), giving information in
chronological order with para-wise
comments on the complaint along with

—

Many policy issuing
offices perceive the Office
of the Insurance
Ombudsman as an outside
entity and do not submit
the required papers as per
the notices and within the
required time. They also
remain indifferent at the

time of hearing.

SV

the copies of vital documents like policy-
schedule, policy conditions, survey
report, medical opinion, claim form and
the other documents on which the
decision has been based and consent
letter are to be submitted.

At the time of oral deposition,
original documents should be brought
and the dealing officer of the respondent
policy-issuing office should normally be
present. The dealing officer is involved
in all the decision-making processes in
respect of underwriting/ claim-
settlement of the aggrieved insured.
Hence, no other officer is in a better
position to present the company’s case
before the Insurance Ombudsman.

Depending on the gravity of case, the
officials from the higher offices, the
doctor, investigator or surveyor
concerned may accompany him/her at
the time of oral deposition so that they
can supplement in their areas of
expertise.

Challenges ahead

All of us are aware of the names of
globally acclaimed insurance companies
which went into liquidation in the recent
past. The present day competitive
environment, regulator-controlled
business climate and disinvestment, all
have their inter-linked effects on dealing
with consumers who are more conscious
about their rights.

The mitigating aspect of insurance
litigation is also to be seen from the
above larger perspective. Global studies
of insurance companies reveal that
disputes with insureds cause losses.
Before the introduction of the
Ombudsman in insurance sector, the
question of how customer disputes can
be settled quickly through an impartial,
credible mechanism with the requisite
domain knowledge had been debated
and seriously discussed before the
regulator.

A system like that of the Insurance
Ombudsman is a long desired grievance
redressal mechanism which is outside
any insurance company but which is
very much within the insurance
industry and the successful execution
of the system will lie with all the
insurance companies operating in India.

The introduction of the Insurance
Ombudsman system may have caused
an increase in the financial liabilities of
insurers which they avoided till now by
their casual approach. But as this lax
attitude has tarnished companies’
images and no company can afford to
allow this in the present market
environment, the sincerity with which
they respond to cases in front of the
ombudsmen will only benefit them.

The author is Assistant Secretary (Legal),
Office of the Insurance Ombudsman,
Mumbai.
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Ageing Society: Whose Baby?

R. C. Sharma

Lord Buddha
said that one
should always
remember
sickness, old age
and death. He
must have had a
spiritual
connotation in
mind while

F preaching these
| { words, but the
advice is quite appropriate in the
temporal world as well. In fact it could
be quite spine-chilling to think of the
effects of old age on oneself. And death
of course is inescapable.

Each of these has its own tortuous
effects on one’s life in terms of physical
agony, economic strains and social/
family stress. But they are the hard facts
of life. Everybody has to pass through
this route with varying degrees of pain.
The point is how to mitigate these
inevitable miseries. The financial
strength of the individual can go a long
way in making it more bearable.

With increasing life expectancy, the
phenomenon of the ageing society is
getting more attention the world over.
Whereas developed nations can take care
of this segment of the society
comfortably, developing countries are
still groping to find viable ways and
means to meet this mounting problem.
A problem that is likely to escalate in the
future faster than the measures
contemplated to control it if not tackled
in time.

What are the demographic changes,
especially in India, that have changed the
scene?

Life expectancy has almost doubled
from 32 years at the time of
independence to 62 years in 1995.
Females have a higher life expectancy
though it is the males who are mostly
the primary breadwinners.

A decline in the mortality rates, in
infant mortality rates and, most
markedly, an improvement in health

services, has resulted in longer life spans.
But longer life is coupled with more old
age diseases which need more physical
care and money to meet medical
expenses.

Sociological changes have changed
the colour of the society. Earlier, children
used to take care of their elders and the
joint family system used to be the vehicle
to share these burdens as a whole,
cushioning families against hardships.

With the growing individualistic
pattern of society, elders are being left
to their own fate financially and
emotionally. Not all older people may
have enough financial resources to take
care of themselves in their old age. First
because they have stopped earning and,
second, because their medical care costs

—

Any civilised society can
1ll afford to neglect this
important and respectable
segment of the society.

have gone up.

The prudent savings made by some
of them may also not yield sufficient
income due to the increasingly lower
returns on their savings.

Under the circumstances, they are
hopelessly left to themselves or, in some
cases, at the mercy of the State. There
may be some philanthropists or non-
governmental organisations (NGOs) also
on the scene, but these are far from
sufficient to meet the enormity of the
challenge.

Governments all over the world are
seized of the matter and are taking
appropriate steps to mitigate the
problems faced by them in different
ways. In India also, the Union
Government and state governments
have taken some steps in this direction.
Some of the state governments are

giving old age pensions to senior citizens
of their states.

In India, the Union and state
governments provide retirement benefits
to their employees in the form of
pensions/ gratuity/ medical benefits
/ housing schemes etc. But actually this
is a small fraction of the total working
force, estimated at about 11 per cent of
the working population in India.

The unorganised sector, which is a
major chunk of the workforce is
completely left out of these benefit
schemes.

With the objective of providing the
workers of the unorganised sector with
the means to save for their future, the
PPF scheme was introduced in 1968-69.

Because of the premature
withdrawal facilities and the tax
benefits allowed, the scheme has not
produced the desired results of serving
as an effective old age pension scheme.
The Government also introduced a
monthly income scheme through the
Department of Posts. But with ever
decreasing interest rates on deposits,
these kind of schemes also are proving
less than able to meet the needs of an
old age pension. Mutual fund schemes
are also not robust enough to provide
sufficient yields.

The fact remains that any civilised
society can ill afford to neglect this
important and respectable segment of
the society.

Governments of the day cannot go
beyond a particular point due to
financial and administrative
constraints. Most of the affected people
are not used to even the monthly regular
income concept as they never belonged
to a working force which received regular
incomes and this is one of the basic
reasons for their not participating in any
post-retirement beneficiary schemes.

In the absence of an adequate social
security network, people have to think
about their own future and old age
requirements. In fact, there is no
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genuine awareness about the dire need
of such a system among people at large.
Future planning or retirement planning
is as important and significant as
today’s living.

Also, they lack the professional
knowledge to calculate the quantum
and method of savings required to cater
to their future needs. To complicate
matters, future needs have also
undergone tremendous changes costing
more in terms of money.

Savings, hitherto, have been almost
entirely from the angle of tax avoidance.
There have been no serious efforts from
any quarter to create any awareness to
enthuse people to plan their savings for
old age needs.

Insurance companies should take
the lead in creating such an atmosphere
where even a common man is able to
comprehend his future requirements
and look for solutions in terms of
insurance policies and other products.

Members of this segment in synergic
association with some agencies/
corporates can help themselves by
carving out a few schemes which can
yield long-term regular monthly income.

Hitherto, life insurance companies
have floated some schemes giving
multiple benefits combined with life
insurance. These schemes could help in

providing assured monthly income and
healthcare benefits in the form of riders.

But they are yet to come out with
need-based solutions. Their approach
has been a bit conservative. Perhaps
the greater interest of self sustenance
has been overriding for them. In the
scheme of annuities, the concern of the
insurance company is not that the
insured will die early but that he will
live too long and receive the annuity
for a longer period than expected.

This is an opportunity to innovate
in terms of products to meet the
compelling requirements of a market
segment. Again this is not as easily
done as said. Life sector policies are
very difficult to devise as they have to
sustain over a very long period,
sometimes even for a longer period
than the person had actually served in
an organisation.

This involves a deep actuarial study
to develop a product keeping in view
the quantum and tenure of investment
required for a particular yield. The
investments are not free from risks and
uncertainties. But again, this is
achievable and sustainable. The
apprehensions are genuine but how
long will the stalemate continue?

Again this is not the real need of
an old person. He has to have a regular

We welcome consumer experiences.

monthly income to meet his basic daily
requirements. Any scheme in the
shape of a monthly pension is the
actual answer to his problem.

The UK and a few Western
countries have such schemes for their
senior citizens. In spite of the fact that
most of the countries are turning out
to be welfare states, this kind of
gesture cannot be easily afforded by
many of them. Many countries provide
annuities based on contributory
funding both by the employee and the
employer and in the case of self-
employment, the schemes self-
financed.

There may be cases where
individuals have outlived their assets
and died paupers, or other cases where
they have lived very miserly lives and
died asset rich. Actually a great
amount of intrusive calculation and
assessment is required.

The actual answer is a viable
pension/ annuity scheme modelled on
various available schemes. Concerted
efforts on the part of all involved is
required to ensure some regular
income to the growing numbers of
ageing members of the society.

The author is Assistant Director, IRDA.
The views expressed here are his own.
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T'rain the Trainers First!

Vijay Vora

Training is a continuous process.

Need-based training is most
advantageous to customers and
producers/ providers. This will give
added advantages and comfort to
customers and profits/ surplus to the
producer/ provider. Insurance is a very
technical subject. It involves a
knowledge of medical and health
sciences, law, statistics, technicalities
of all industries, actuarial science,
financial markets and so on. When
thinking of training it is normal to think
of growth in sales and in turn profits.
At the IRDA the consumer is now the
focus of training.

Training examines the very nature
of consumers and their growing and
changing needs in the light of a
changing world. In insurance we think
of risks involved in day-to-day life,
business, production, travel, health, and
so on. These require a very close look at
new and growing risks, the type of losses
people face and their cost in terms of
premium and claims.

The present state of affairs is such
that the IRDA has prescribed a training
course for intermediaries like individual
agents, brokers, for bancassurance and
so on. They attend the course conducted
by recognised institutions and pass the
test to get licences.

The first renewals of agency licences
become due in July 2003. But no course
is designed, no books published and no
arrangements made in terms of
infrastructure required.

The same was the case when the
IRDA started issuing licences to new
agents. The productivity of newly
recruited agents, even after 100 hours
of training and passing of the prescribed
test, has been very discouraging. The
retention ratio is also likely to go down
drastically. In a nutshell, the ball has
started rolling for training first.

The training course should include
both classroom and practical
components.

The class room training should
consist of :

Code of conduct and legal liabilities
Attitude
Product knowledge, with stress on
product designing

s Investment pattern under the IRDA
Act
Solvency margin and share capital
Market and outcome of market
research vis-a-vis rules for
advertising and publicity

m  Value-added service before and after
the sale

s Information technology

The practical training, at first instance,
should include:

The office - its outlook and purpose
Process of working, including basic
of underwriting of risk

s Office discipline and expectations
from an intermediary

s  Paperwork and use of information
technology

m  Therole of an intermediary and that
of the office (underwriter, marketing,
product designing and so on)

All these together, if provided by
good, experienced, innovative and
friendly trainers, will go a long way in
achieving the goal.

But the very big and burning
question of trainers’ training is to be
resolved on a priority basis.

We, at present, do not have trainers
with a clear vision of what the industry
requires. They are not clear about
various aspects of the future needs of
consumers vis-a-vis the needs of
providers. As such a very comprehensive
programme of trainers’ training has to
be conducted at every level.

This may be devised under the able
guidance of the IRDA and conducted by
insurers, very keenly watched and
supervised by the IRDA.

A body should be established to
conduct the exams which should be
licensed after confirming the faculty,
infrastructure and integrity of the
institution. Each and every session has

to be attended, at least once, by a
responsible officer of the IRDA.

At the same time every effort should
be made to have exhaustive feedback
from trainees without any fear or favour
and this should be thoroughly monitored
to improve trainers’ training. In course
of time we will have visionary trainers
for the industry as a whole.

As we know the LIC has the largest
number of agents among the insurers of
the world. The fact remains that in spite
of this Malhotra committee’s report on
the opening up of insurance sector
observed that the Indian life insurance
market is untapped.

As such, trainers’ training should be
of such a high quality that they deliver
the expected results. Today training has
become just a formality because it is
mandatory.

At present, training is given at a
place near residence/ office of the trainee.
Many good orators have started the
institutes without any subject knowledge
of insurance. This results in trainees not
attending the training course diligently.
They are involved in their day-to-day
activity and work. It may be a good idea
if the training is imparted as a
residential programme of three to six
days

This could also include sports, indoor
and outdoor, opportunities to show off
one’s talent in other areas and to
exchange ideas and opinions on various
subjects and so on. This will make
training attractive as it includes, to some
extent, subjects and preferred activities
apart from usual course, and is result-
oriented. A close look at the number of
trainees will make it easy to have more
personalised training.

What is our expectation of training?
Usually it is an increase in sales and, in
turn, of profits. But it is expected also
that the trainee be very familiar with
products, legal liabilities, attitude,
future growth prospects and his
participation vis-a-vis his income, the
support he will be getting from his
principal, his role in making the
customer the king and, above all, faith
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and trust in his principal as to solvency
and capital requirements.

All industries are building up their
dream teams to become global players,
and insurance is one of them. We have
capabilities to market insurance
globally, and from these trainees we will

have a visionary, and thriving
insurance sector on a global level as we
have in the software industry.

I end with the hope that, as the
IRDA is at its initial stage in life if it
thinks of and visualises the future of

BEYOND THE 100 HOURS!

Rohit Grover and Ashita K.

The article by Mr. V. Krishnan (Vantage
Point, IRDA Journal, February 2003, Page
6) is excellently written and raises some
important issues regarding training in the
context of attracting and building good
distribution in non-life insurance. Besides
analysing diverse channels of distribution,
two points are brought out.

m  Need for limited training for ‘monoline
producers’ like travel agents

m Availability of training institutes
‘agreeable to bypass’ the 100 hours of
training

He suggests modules of 30 hours each
which are intensive in one line of business
like travel, auto, home and so on.

Mr. Krishnan has also outlined agent
trainees’ burden by listing 20 different Acts
and 32 different policies.

Knowledge Network India (KNI), as an
accredited training institute (ATI) of the
IRDA, and having had the experience of
training a few thousand agents online and
offline for over a dozen insurance companies
in the public, and private sector, we can
share our experience by saying that:

1. The 20 Acts and 32 policies can be briefly
commented upon and bare Acts and
detailed policies can be placed as a
library item, online or offline.

2. IfsomeATIs are ‘agreeable to bypass’the
training regimen, there must be the
other side of coin, insurance companies
willing to accept this bypass. Why should
insurance companies or their regional/
branch offices accept a bypass?

3. Pass marksin exams are 50 per cent and
if basics of rating, underwriting, the role
of the agent, consumer protection

issues and basic calculations are
understood, agents/ their companies
can well concentrate on some lines
only.

This is, however, only for the purpose
of examination for 100/ 50 hours. Is not
training a continuous activity in insurance
business? Training need not begin and end
with the 100 hours training.

Agent trainees (especially if they are
from other specialised service areas) need
to be exposed to the whole field, and made
aware of sources of information and
knowledge so that they can continuously
update themselves with or without formal
(or regulator mandated) training
requirements.

Some companies like Max New York
Life which conduct training in-house,
require agents (after their 100 hours
training) to attend at least one day per
week in training.

Another issue, which requires focus,
is that the post-2000 agent is different
from 20% century agent in that s/he is
becoming a full-fledged financial services
agent by virtue of having product lines of
mutual funds, units, agency for mobile
phones, etc along with an insurance line.
Does such a person not require a thorough
understanding of customer needs, their
analyses, an understanding of various
insurance products and other financial
services (FS) and thus become an
integrated F'S agent?

If so, we find that the online mode is
far superior, where lots of information,
statistics, product lines of various
insurance companies and other FS
producers can be maintained as a digital
learning sources library. During the 100/

the industry in the global market, then
I am sure the future is India’s.

The author has been with the Life Insurance
Corporation of India (LIC) as Development
Officer for 20 years and studied actuarial
science at the Post-graduate level.

50 hours training the agent trainee can
be exposed to them and also refer to them
later.

KNI and its Academy of Insurance
and Finance has developed a prototype of
such a library, which has books, articles,
research findings, Acts, Regulations,
journals e.g FORTE Insurance Journal,
links to other useful sites etc. This is

hosted on www.kampusonline.com

In short, while issues and problems
do arise, if the aim remains that of
creating a well-informed/ trained agency
force, answers can be found to such
problems/ issues.

We need to recall that about five lakh
agents who, ipso facto, got licences under
the IRDA Agents Regulations, 2000,
would be coming up for renewal of their
licence before July 2003. How can training
institutes cope with the load of retraining,
25 hours of which is required? Should a
specific 25 hours curriculum be devised,
or left to individual companies?

Should they be divided up into
specialised 25 hours modules somewhat
on the lines of what Mr. Krishnan'’s article
suggests?

Can such a great training load (and
genuine requirement) be catered to in the
offline mode. How would we accommodate
training requirements in languages other
than English?

Should not the diversified channel
members from banks, microfinance
institutions and NGOs become
knowledgeable in insurance, pension
products, and financial services over and
above the scope of the 100 hours training?

Mr. Krishnan’s thoughtful article has
encouraged us to put these thoughts
forward. Hopefully it would encourage
others to join the debate on various
aspects of training.

The authors are members of the faculty of
Knowledge Network India — Academy of
Insurance and Finance.
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Data Management and Detaritting

Anup K. Mathur

The world has

one exabyte of
data online
today - in
databases, file
systems and
personal
computers...This
one exabyte
(1000 patabytes
or 1,000,000
terabytes) is
equivalent in size to telephone books
stacked to the moon and back again.

These masses of databases ranging
in size into the terabytes - more than
1,000,000,000,000 bytes of data -
contain hidden information of strategic
importance.

Data, by itself, does not have any
meaning. It needs to be structured for
analytical purposes leading to analysis
in some form to reveal the hidden
patterns. This analysis then becomes
information. It is this information that
is to be unlocked for driving the
business of an enterprise, particularly
insurance.

When information is internalised,
it becomes knowledge and knowledge
when applied becomes wisdom. This is
the classic hierarchy as we move along
with data and convert it to help us
make meaningful decisions.

Rightly then ‘information’ is seen as
a strategic asset. Access to and usage
of this information at the right time is
becoming a key to compete efficiently.
Usage of information to identify
profitable customers, business trends,
high yield products and the most
productive distribution channels will
enable an insurance enterprise to
compete effectively.

While the insurance industry in the
industrialised world has moved ahead
with technology (in relative terms-it is
still laggard when compared to other
industries like banking and securities),
insurance companies in India have
either not been able to capture all the
data or have not been able to devise an

intelligent analytical system that can
drive the business.

It is in this context that data
warehousing and data mining
technologies assume significance
especially with reference to the
insurance sector in India.

Business Scenario

The insurance industry, particularly
general insurance, is grappling with the
question of detariffing. It has been a
debatable and contestable issue for
quite some time now.

Should we detariff? What to detariff?
When? How? And how much? These are
some of the questions that evoke strong
responses. This issue has gained

—

Unstructured and static
data is of little use to
insurers and reinsurers.
Profitability in the
insurance industry
requires the ability to
judge risks with a high
degree of precision. This
In turn creates a
dependency on aggregate
statistical analysis.
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significance due to the deregulation and
increasing competition in the insurance
industry in India.

The common refrain, both for and
against detariffing is centred on the lack
of sufficient information as a result of:

Absence of data

Inadequacy of data

Absence of statistical information
Absence of scientific practice,
and so on

The inference is that the general
insurance industry, with its current set
of data, is not in a position to harness
the full potential of the Indian market
to its advantage.

Unstructured and static data is of
little use to insurers and reinsurers.
Profitability in the insurance industry
requires the ability to judge risks with
a high degree of precision. This in turn
creates a dependency on aggregate
statistical analysis.

A major data integration effort is
needed at the enterprise level to create
a risk-model based on statistical
analysis.

Increasing competition requires an
insurance enterprise to rapidly re-orient
its strategy from a policy and product
approach to a customer-centred model.
This is particularly so now when the
property and casualty insurance
industry is undergoing its worst crisis
in the past couple of years.

Recession, market conditions and the
tragic events of 9/11 have contributed to
the dismal industry-wide results. Weak
underwriting, product pricing, sky-
rocketing reinsurance costs, reduced
capacities, nose-diving interest rates,
spiralling claims and reserving decisions
have put pressure on the balance sheet
of major players.

The legacy of these decisions will
continue to plague the industry and
impede its financial recovery for years
to come. Insurance companies need to
initiate and implement fundamental
changes to analyse operational data in
the decision-making process if
profitability has to improve significantly.

Leveraging technology and
analytical systems will enable insurers
to profile their business, precisely,
assess actual levels of risk, accurately
and price those risks appropriately.
New analytical systems will assist in
informed decision-making, which in
turn will lead to improved future
profitability.

Policies generate revenue and
claims generate expenses. Large
amounts of data are collected from
underwriting risks and paying claims.
Operational offices of the public sector
unit (PSU) general insurance companies
have underwritten a large number of
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risks each year and paid claims of
diverse nature. It is here that the PSU
companies enjoy a tremendous
advantage over their young competitors
since they can leverage the data that is
available in various operational offices
across the country.

However, this data is in its most
rudimentary, unstructured form.
Collation and compilation of data
scattered across operational offices of
the PSU companies spanning the length
and breadth of this country is a
challenging task and requires
Herculean efforts. But this is necessary
for survival of an insurance enterprise
itself. Especially when operating
margins and profits are under constant
threat due to dwindling investment
income, increasing business acquisition
cost and escalating underwriting losses.

The challenge for the PSUs is to
harness the vast amounts of dormant
data available in its operational offices,
and develop a robust technology-driven
analytical system that would augment
the ability to use the information at an
enterprise level to improve on the
business performance.

Relevance of a data warehouse
and of data mining

A data warehouse can be defined as
‘a subject-oriented, integrated, time-
variant, non-volatile collection of data
in support of the management’s decision
making process’. It is a repository of
consistent historical data that can be
easily accessed and manipulated for
decision support.

A data warehouse holds, maintains
and integrates subject-specific data
from operational and support systems
like underwriting applications, claims
systems, sales and distribution systems,
accounting and other systems
throughout the enterprise in a central
location.

Simply, a data warehouse is an
orderly and accessible repository of
historical facts based on related data

that helps business users make informed
decisions through the analysis of
patterns, trends and events that affect
the business. The subject areas could be
any factor of business like customer,
product, activity, policy, claim, account
or reinsurance.

It is a process by which subject-based
data from many different sources and in
many different forms is extracted,
cleansed, loaded, transformed and
converted into a consistent, uniform
format. The user can extract the relevant
information from the data warehouse. It
is so organised that it can support the
decision-making process of an enterprise.

A data mining technique sifts
through massive amounts of data using
avariety of data analysis tools. Combined
with modelled it uncovers hidden
patterns and relationships in the data,
leading to valuable information that may

—

Data mining unearths
relationships that exist
within data that exists
within an organisation.

be utilised for making a probabilistic
estimation. This information can help in
developing a risk and a pricing model.

The first step in data mining is to
describe the data and to identify the
statistical attributes (such as means
and standard deviations) of the data.
This is followed by a visual review,
using charts and graphs, and the
determination  of  potentially
meaningful links among variables
(such as values that can be clubbed
together). Exploration, collection, and
selection of the right data are critical
activities during the data mining
process. But these activities alone
cannot provide relevant business
information. A predictive model must
be built on the basis of patterns

determined from known results. Then
that model has to be tested.

Simply put, data mining is used to
discover relationships between various
facts and dimensions in order to help
the management make better business
decisions. Data mining unearths
relationships that exist within data
that exists within an organisation.

Statistical and actuarial
professions have shown great interest
in data mining techniques like
Classification and Regression Trees
(CART). This technique aids in
resolving a business problem that
requires risk modelling in insurance.
The nonlinear and nonparametric
approach on which CART methodology
is based, provides good insights into
the hidden patterns in large data sets
with, maybe, a few million cases and
several hundreds of possible variables.
Such data sets are common in many
areas of insurance, healthcare,
telecommunications, credit risk,
banking and so on.

Modelling is the process of
mathematically combining data about
past performance to make predictions
about future events. It aids in making
better business decisions, identifying
important trends in the data and in
determining which customers or the
industry processes in a particular
geography are the best risks or who
are the best candidates for a
marketing campaign. Data mining
enables searches through large
collections of data and helps in
detecting hard-to- find relationships
that can be exploited for driving the
business in a profitable manner.

A simple example of such a model
is the batting average of a cricket
player.

Data about past performance
(number of innings and number of
runs scored) is combined into a
mathematical formula (runs divided
by number of innings) to estimate the



probability of runs that a player may
score the next time he goes out to bat.

This batting average tells you what
you can expect from a player ‘on an
average’ for his innings. It also allows
you to determine which of two players
has a better chance of scoring more runs
the next time they are going to bat.

An insurance pricing model works
the same way. Data about past
performance such as number of claims,
mean claim size, premium, number of
insured in that particular category of
risk and other factors are combined in
a formula to determine the expected
loss ratio of a policy. Such a loss ratio
allows you to determine which of two
risks is the better one.

Underwriting models have been
built for a long time. Underwriters
take information about past
performance and make assessments
as to what is likely to happen during
the period of the policy. This process
becomes analytical when statistical
theory, mathematical formulae and
computers are used to process massive
amounts of data to come up with
predictions or scores. Typically models
can be built to predict loss ratios,
claims frequency, severity, propensity
to renew and so on.

The aims for building up a data
warehouse in an insurance company,

though manifold, is centred on
achieving the following objectives:

m To understand the needs of
customers and offer them superior
products and service at affordable

prices

s To develop, augment and
implement superior risk
management

s To increase profitability and
investment strategies to offer
stable returns to stakeholders,
policy holders and employees

m To service customers quickly,
efficiently and conveniently and

s To plan ambitiously for profitable
growth in a cost-effective manner

Insurance companies in India,
especially the nationalised insurers,
can leverage data warehousing and
data mining techniques to not only
create new business opportunities, but
also conduct the business profitably
and efficiently.

An insurance enterprise can
leverage on data warehousing and
data mining techniques to discover
new perspectives at both the macro
and micro levels. The macro view
would allow an enterprise to
understand the general market
environment or geography in rich
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detail by combining a number of
dimensions such as demographic,
geographic, socio-psychographic etc.
The micro view will help it in
recognising and exploiting information
that is revealed by uncovering hidden
patterns, which can be utilised to create
new products, services or processes.

A data warehouse combined with
data mining techniques provides
intelligent business inputs and plays a
vital role in all the areas of insurance
operations like Corporate Strategy &
Management, Finance & Asset
Management, Sales & Marketing,
Customer Management, Risk
Modelling and Business Intelligence &
Strategic Decision Making.

(A discussion on how data
warehousing and data mining impact
key business areas like actuarial work,
anderwriting, risk and policy
management and its relevance to the
debate of detariffing, particularly with
reference to the general insurance
market, follows in the next part of this
article, to be carried in the next issue.)

The author is Functional Consultant,
Finance and Banking vertical, Wipro
InfoTech. The observations made in this
article are in his personal capacity and
do not in any manner reflect the
company’s understanding of the subject.
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Introducing the Actuary

K. Subrahmanyam

People know about astrologers who

predict happenings in the future. Some
people are familiar with statisticians
who use statistical techniques to make
guesses about certain things - for
instance the quality of drugs, quality of
cosmetics, population in future. Very
few people know about the poor actuary!

In fact, I had difficulties (and so did
my family) in explaining the word
‘actuary’. Who is this fellow? And what
does he do? Some people thought he is
not necessary for their jobs because
(having not understood what he speaks
or writes), they do not understand the
usefulness of an actuary.

Especially my general insurance
colleagues think that he is not required
at all for any job in their sector!

He makes many assumptions in the
determination of premium rates and
also in the determination of the amount
of policy liabilities in the balance sheet.
The problem for users is to understand
‘assumptions’ first and, later, whether
such assumptions are fair and
reasonable.

I strongly feel that the actuary is not
understood, particularly his capabilities
and techniques which are used to make
decisions, and also his analyses of
various insurance matters, for instance
cause-wise analysis of deaths. They
don’t understand what training and

agony he has to undergo to become an
actuary in order to do such things.

The mother of all institutions
producing actuaries is the Institute of
Actuaries, London, which is over 150
years old. In those days, the actuary’s
talents were used in life insurance. To
determine how much premium one has
to pay to secure a cover for a given
amount for a given period for the risk
of death, and how much money is
required to pay for a given amount of
annuity per month from a fixed age to
the time of death. All these ideas were
to protect individuals.

All of us know perils will visits us
and can destroy us at any time during
the course of life, but many did not know
how to fight these perils by means of an
insurance protection. The peril for an
individual could be such that he would
cease to earn, or that his earnings would
get reduced and could even become zero.
The known perils were accidents and
death. This concept was extended to
income producing assets such as cattle,
commercial properties, factories, sea-
going vessels, etc.

The actuary could, having studied
past experiences, make better/ best
estimates for the future, and his tools
could be made use of in product design
and pricing, and in the assessment of
policy monies. In any profession, the
tools could be misused to the

Ageing-the new challenge for actuaries

dimly aware of, but the implications of it
are not well understood or prepared for.
Actuaries in general, and the Institute
specifically, are pivotal in understanding
and explaining the implications.

Rising longevity is changing traditional
family structures and is already
dramatically affecting inheritance patterns.
We now see inheritance skipping a
generation to grandchildren or great
grandchildren, as children themselves may
be in their 60s or 70s by the time they inherit.

The role of actuaries in all this is obviously
important because of the fundamental age
shift our society is undergoing; the fact
that this is happening, most people are

For a profession rightly proud of its
conservative and cautious image, it may
be hard to accept that the impact of the
demographic shift across the life course
we face in the United Kingdom, across the
European Union and in most other parts

disadvantage of the public in order to
secure gains to someone.

Francis Bacon’s quotation: “I hold
every man a debtor to his profession,
from which as men of course do seek to
receive countenance and profit, so ought
they of duty to endeavour themselves
by way of amends to be a help and
ornament thereunto,” is of relevance,
even today.

The actuarial profession is for the
good of the insurance industry and for
the welfare of the people. A professional
is always useful to the society. In an
insurance company, the actuary sits
behind the driver of the car and gives
directions to reach the destination
safely even though the road is rough and
tough.

To end with a serious joke: An
actuary was travelling by train and a
co-passenger showed him a beautiful
ship off the coast through the window
of the train and said the ship was black.
The actuary replied that only 50 per
cent of it was black. The actuary was
careful with his words for he could see
only half the ship!

Even if this is in lighter vein, isn’t it
comforting to have such a cautious
person backing insurance products?

The author ts Executive Director,
(Actuary), IRDA.

of the world, can only be described as a
revolution. But a revolution is exactly what
it is, and unfortunately most people,
whether the general public, in business or
in government, are only just waking up to
this reality. The importance of the
actuarial profession in making the facts
more widely known is crucial.

Baroness Sally Greengross, Executive
Chair, International Longevity Centre, UK
and Honorary Fellow of the Institute of
Actuaries, London, in a Guest Editorial
in the British Actuarial Journal.
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The Actuary N India - e past and The Future

K.P. Sarma

The actuarial profession in India

can be said to be more than 100 years
old as Mr. Duncan McLanchlan Slater,
a fellow of the Institute of Actuaries,
London, came to India in 1866 to
represent some insurers. He was also
the Founder Manager and Actuary of
the Oriental Government Security Life
Assurance Company Ltd. founded in
1874. In the early years of the profession,
Mr. H. G. W. Meikle was for some years
Actuary of Oriental and thereafter
Actuary to the Government of India.

Indians began appearing for the
examinations conducted by the Institute
of Actuaries, London, from the early
years of the last century and Mr. L. S.
Vaidyanathan was the first Indian to
qualify as a Fellow in 1926. Thereafter
till 1942, the profession was in its
infancy with only a handful of Fellows.

Insurance companies began seeking
the advice of actuaries on a wide range
of matters not limited to statutory
valuations and premium rates. They
were also appointing actuaries and
actuarial students on their staff. During
the period from 1945 till 1956, the
actuarial profession in India came into
its own with 83 students qualifying as
Fellows. A number of actuaries became
chief executives of life offices and many
more rose to senior management
positions.

With the nationalisation of the life
insurance business in 1956, the
prospects for new entrants in the
profession was limited and there was a
sharp fall in the number of Indians
taking up the examinations.

The actuaries absorbed by the
nationalised Life Insurance Corporation
of India (LIC) held a large number of
managerial and executive positions and
discharged their responsibilities
successfully utilising their training and
technical background.

Two important examples of
acceptable solutions to difficult
problems are those relating to laying
down the basis for valuation of Indian

business of foreign insurers to
determine the ‘excess assets’ to be
repatriated and fixing an equitable
formula for relative bonuses of a very
large number of companies varying
widely in the pattern of working and in
financial strength.

India was in its early stages of
‘development’ and the economic and
financial conditions were different from
those in developed countries. In matters
such as underwriting and investment,
the actuary had to take into account the
local environment and constraints and
find practical solutions consistent with
actuarial principles.

Actuaries should have
the skills to work with
other professionals and to
convince them of the
reasonableness and
acceptability of actuarial
solutions.
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The Present

Opening up of insurance business to
the private sector in the year 2000 was
preceded by a few years of hectic
preparatory work at the Government
level and in the nationalised insurance
industry. Participation of actuaries in
many formal and informal consultative
meetings was an important part of such
preparatory work. Even the new
entrants to the industry depended
heavily on work done by a few selected
actuaries and actuarial students. The
profession was also galvanised into the
discussion of many actuarial issues with,
or led by, the regulator at its periodical
conferences, in which actuaries from
different countries participated.

During the last two years, the role
of actuaries not only in facilitating an
appropriate framework of regulations,
but also in setting up the pricing and

product development practices of new
companies has been crucial. The role of
the Appointed Actuary has also received
considerable attention in various
discussion forums.

The Future

The future for the actuarial
profession in India is likely to throw up
many challenges and opportunities.
These can have different ramifications
with the actuary’s participation in

(1) issues internal of individual
companies

(2) issues relevant to reasonable
expectations of policyholders and
customers and

(3) maintenance and development of
technical standards for regulations.

Many of these involve technical
skills connected with business planning,
pricing, valuation and bonus
declarations arising out of the education
and training of actuaries. Of equal
importance could be competencies and
skills relating to personal qualities
required for working in an environment
where persons belonging to other
professions such as Chartered
Accountants, investment analysts and
business managers demand attention
and need to be convinced of the
reasonableness and acceptability of
solutions provided by actuaries.

Some of the areas which might
receive attention and demand solutions
include the following:

% Search for appropriate actuarial
basis and continued refinement
particularly of expense rates,
morbidity rates and persistency
rates.

< Participation in introduction and
implementation of suitable
insurance software and in particular,
systems which facilitate both
internal valuations and statutory
valuations.

°,

% Coping with continued pressures of
strict implementation of
philosophies, procedures and
methods of a foreign joint venture
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partner on the one hand and
increasing awareness and choices of
policyholders and customers on the
other hand in introduction and
pricing of new products.

< Sticking to actuarial principles and
professional standards which are
drawn from developed markets
perhaps ignoring the realities and
problems of a heavily distorted
element of competition in the market
with a few small and growing
companies set against a nationalised
company/ companies with a giant size
of the market share. An alternative
to this could be to not only accept
differing yardsticks for the playing
field but also translate such
yardsticks into technical standards
acceptable for regulators, legislators
and the public in general.

< Developing abilities to not just live
with varied and sometimes
conflicting interests of shareholders
but to foresee potential and possible
changes in shareholding patterns.
Issues especially relevant here would
be both choice of methods and fixing
actuarial bases connected with
working out embedded values and
appraisal values of the business.

< Alertness in understanding and
implementing regulators’ preferences
and intricacies of statutory reporting
connected with pricing, valuation,
expense limitation, segregation of
funds, vigil on investment decisions
by companies etc.

< Last, but not the least, helping

managements cope with changes in
tax regimes and regulations having

far reaching implications not just on
new business but also on existing
portfolios and expectations of
policyholders.

The future for the profession is
indeed promising and challenging. It
would be also of interest to speculate on
how not only individual actuaries
handle the problems but how the
profession as a whole and the
professional body representing the
profession goes through the process of
evolution to promptly and correctly
identify issues and bring out common
approaches and solutions in the best
‘public interest’.

The author has been in the actuarial
profession for over 25 years and was
Appointed Actuary, Max New York Life
Insurance Company Limited.

WHAT DO ACTUARIES DO?

Actuaries Make Financial Sense of the Future

Actuaries are experts in assessing the financial impact of
tomorrow’s uncertain events. They enable financial
decisions to be made with more confidence by:

Analysing the past
Modelling the future
Assessing the risks involved, and
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[ |
s Communicating what the results mean in financial terms.

Actuaries Balance the Interests of All

Actuaries balance their role in business management with
responsibility for safeguarding the financial interests of the
public. The duty of Actuaries to consider the public interest
is illustrated by their legal responsibility for protecting the
benefits promised by insurance companies and pension
schemes. The profession’s code of conduct demands the
highest standards of personal integrity from its members.

Actuaries Enable More Informed Decisions

Actuaries add value by enabling businesses and individuals

to make better-informed decisions, with a clearer view of

the likely range of financial outcomes from different future
events.

The actuary’s skills in analysis and modelling of problems
in finance, risk management and product design are used
extensively in the areas of insurance, pensions, investment
and, more recently, in wider fields such as project
management, banking and healthcare. Within these
industries, actuaries perform a wide variety of roles such
as design and pricing of products and financial management

and corporate planning. Actuaries are invariably involved
in the overall management of insurance companies and
pension, gratuity and other employee benefit funds
schemes; they have statutory roles in insurance and
employee benefit valuations and, to some extent in social
insurance schemes sponsored by government.

Actuarial skills are valuable for any business managing

long-term financial projects both in the public and private
sectors.

Actuaries apply professional rigour combined with a

commercial approach to the decision-making process.

From www.actuariesindia.org, the official website of the Actuarial Society of India




Life Breath

— The Role of the Appointed Actuary in Life Insurance

S.P. Subhedar

The Appointed

Actuary has a
special role in
the life
insurance
business in
India. The role
of this category
of professionals
contains
elements of a
system of self-regulation with the local
professional body, the Actuarial Society
of India (ASI), functioning as a self-
regulatory organisation.

The IRDA regulations require that
“A life insurer shall not carry on
business of insurance without an
appointed actuary” and, inter alia,
prescribes the duties and obligations of
the Appointed Actuary. The procedure
for appointment of Appointed Actuary
requires that, in the case of an insurer
carrying on life insurance business, the
Appointed Actuary shall be an employee
of the insurer.

Supervision of Life Insurers

Section 13 - Actuarial report and
abstract - of the Insurance Act, 1938,
requires that “Every insurer carrying on
life insurance business shall, in respect
of the insurer ......... in respect of all life
insurance business transacted by him,
every year, cause an investigation to be
made by an actuary into the financial
condition of the life insurance business
carried on by him, including valuation
of his liabilities in respect thereto and
shall cause an abstract of the report of
such actuary to be made in accordance

2

with the regulations.............. .

The IRDA (Assets, Liabilities and
Solvency Margin of Insurers)
Regulations lay down in detail the
procedure to be followed for valuation
of assets and determining the liabilities
and determination of solvency margins
of life insurers. However, the Appointed
Actuary is not just required to carry out
specific tasks such as the annual
valuation of the liabilities and the
determination of the surplus, but must

be satisfied at all times that, if a full
actuarial valuation was carried out, the
financial position of the life office would
be satisfactory.

The Appointed Actuary system
envisages shift of responsibility for
monitoring financial viability from the
regulatory authority to the Appointed
Actuary.

This is because the annual actuarial
investigation report is to be submitted
to the regulatory authority within the
specified period, six months in India,
from the close of the year and it may
take a few weeks for the regulatory
authority to analyse the report. On the
other hand, the Appointed Actuary is
considered to be in such a position
within the life office that he/ she should
have a good idea of the financial position
at any particular moment, and not just
at the year ending.

In order to be satisfied on this, the
Appointed Actuary has to monitor all
aspects which could influence the
financial position, and in particular:

product design

method of marketing

volume of business

premium rates

options and guarantees

surrender and paid up values
investments held and changes in
investment policy

current and likely future levels of
expenses

current and likely future tax Bases
reinsurance arrangements

claims handling policy, and

any contingent liability

The Appointed Actuary is required
to report the findings of the actuarial
investigations to the Board of Directors
of the life office and also advise the
Board on any points of potential concern
that may arise. He/ she is also required
to submit a report and abstract
prepared in the prescribed format to the
regulatory authority. The report will
give particulars of the valuation
methods and assumptions used and will
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include a certification by the Appointed
Actuary which confirms:

s that the data used was adequate for
the valuation of the life office’s
liabilities

m that the actuarial value placed on
the liabilities under the life office’s
policies is adequate

m the available solvency margins and
the required solvency margins

s the adequacy of premium rates on
which new business is transacted,
and

s that the relevant guidance notes
issued by the ASI have been
complied with

This process of valuation, reporting
and certification by the Appointed
Actuary enables the regulatory
authority to monitor the life office’s
financial position without going in for
its own detailed investigations.

This wider role of the Appointed
Actuary, as it has developed, has come
to be regarded by the regulatory
authorities as one of the central features
of the prudential supervision of life
offices. The Appointed Actuary is
supported by the regulatory authority
and the actuarial professional body by
allowing consultation and providing
advice when required by him or her.

Professional Conduct

The ASI requires all its members to
conform to the guidance provided
through Guidance Notes and advice on
professional conduct standards, which
are backed by disciplinary procedures.
The IRDA (Appointed Actuary)
Regulations have laid down the
procedure for appointment of an
Appointed Actuary. The regulations,
inter alia, require that an actuary
seeking appointment as an Appointed
Actuary must be a Fellow of the ASI
(FASI) and must possess a Certificate
of Practice (CoP) issued by it. CoPs are
issued to applicants subject to their
fulfilling certain experience
requirements and the conditions laid
down with regard to Continuing
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Professional Development (CPD). These
CoPs are renewable annually. The
renewal is dependent, in particular, on
the Appointed Actuary keeping abreast
of relevant developments through
participation in the CPD programs
organised by the ASI.

The ASI has, with the concurrence
of the regulatory authority, issued a
guidance note specifically related to the
work of Appointed Actuaries. Two more
guidance notes, one on the Financial
Condition Report and the other on
Additional Guidance to the Appointed
Actuaries are on the anvil. The IRDA
regulations on the actuarial report
require that a certificate signed by the
Appointed Actuary shall be appended
to the Abstract and Statement
certifying, inter alia, that ‘he has
complied with guidance notes issued by
the ASI with the concurrence of the
Authority’.

Guiding the Board

The Board of Directors of the life
office are essentially the employers of
the Appointed Actuary, the Appointed
Actuary of a life office essentially being
required to be an employee of the
company. Even though the Appointed
Actuary is an employee, the normal
professional relationship of
confidentiality and independence of
advice applies here.

The Appointed Actuary system
envisages that the Appointed Actuary
has access to the Board to present
his/ her advice directly. Many life offices
follow a working arrangement under
which the Appointed Actuary receives
all Board papers and is invited to attend
all Board meetings where the life office’s
insurance activities are under
discussion. This could be regarded as
best practice if the Appointed Actuary
is not a Director.

The IRDA (Appointed Actuary)
Regulations, inter alia, require that the
Appointed Actuary shall be entitled ‘to
attend —

(1) any meeting of the shareholders or
the policyholders of the insurer; or

(i1) any other meeting of members of the
insurer at which the insurer’s
annual accounts or financial
statements are to be considered or
at which any matter in connection
with the Appointed Actuary’s duties
is discussed’.

The presence of the Appointed
Actuary at the meetings of the Board of
Directors enables him/ her to give
his/ her advice directly to the Board as
also to respond to any questions that
may arise.

It is also necessary that the
Appointed Actuary be consulted and
given the opportunity to comment on
any significant proposals at the initial
stage so that advice can be given to the

The Appointed Actuary
1s clearly expected to act
as a front line controller

of prudential financial
management of the life
office, lessening the need

for close regulatory
attention.

Board about the influence of the
proposed action on the financial
development of the life office.

The IRDA (Appointed Actuary)
Regulations do include in the duties and
obligations of the Appointed Actuary
the duty of ‘rendering actuarial advice
to the management of the insurer, in
particular in the area of product design
and pricing, insurance contract
wording, investment and reinsurance’.
The regulations also require the
Appointed Actuary to draw ‘the
attention of the management of the
insurer, to any matter on which he/ she
thinks that action is required to be
taken by the insurer to avoid —

(1) any contravention of the Act or

(i1) prejudice to the interests of
policyholders

While the Appointed Actuary, as
such, has no executive powers, it is his/
her duty to advise the Board of Directors.

It is possible that a situation could
arise where the business considerations
of the management and the Board
require the recommendations of the
Appointed Actuary to be modified with
his approval. It is also possible that the
Board and the Appointed Actuary are
unable to reach an agreement on some
material issue. In such a situation the
regulatory authority could be
approached for assistance in resolving
the issue. The IRDA regulations do
specify that ‘Any provision of letter of
appointment of the appointed actuary,
which restricts or prevents his duties,
obligations and privileges under these
regulations, shall be of no effect’.

Financial Management

The Appointed Actuary is clearly
expected to act as a front line controller
of prudential financial management of
the life office, lessening the need for close
regulatory attention, which could never,
in practice, give the same degree of
continuous monitoring as is required of
the Appointed Actuary. The link to the
regulatory authority is effected through
the professional duty to ‘blow the whistle’
if the board or the management of the
life office persists in following a strategy
which the Appointed Actuary considers
might have a serious adverse financial
impact on the life office.

In order to undertake the work of
determining the value to be placed on
the life office’s liabilities for the purpose
of comparison with its assets, the
Appointed Actuary will need particulars
of the life office’s portfolio of business,
information regarding its recent history
and details of assets.

The Appointed Actuary would like
to be satisfied that the need for
information required for actuarial
investigation into the financial condition
of the life insurance business of the life
office is fully understood by the life
office’s management and the Board and



that appropriate arrangements are put
in place to ensure that the information
is provided.

The IRDA regulations do specify
that ‘An appointed actuary shall have
access to all information or documents
in possession, or under control, of the
insurer if such access is necessary for
the proper and effective performance of
the functions and duties of the
appointed actuary’.

Policyholders

The Appointed Actuary has to
ensure that the policyholders’ interests
are protected. The regulatory authority
expects that the life offices fulfil their
“policyholders’ reasonable
expectations”. The IRDA regulations
require that the Appointed Actuary
shall ‘ensure that the policyholders’
reasonable expectations have been
considered in the matter of valuation of
liabilities and distribution of surplus to
the participating policyholders who are
entitled for a share of surplus.’

The expression “policyholders’
reasonable expectations” is not formally
defined. However, over time, the
actuarial profession has developed a
working understanding of how the
concept should be interpreted.

There are three main areas where
the policyholders’ reasonable
expectations are relevant in the day-to-
day operations of a typical life office.

These are:

m the treatment of with-profit
policyholders through bonus
declarations

m the basis on which unit prices are
determined for unit-linked business,
and

m the exercise of any discretion the life
office may have to alter the terms
and conditions applicable to existing
policies, especially in the area of
charges under unit-linked policies

One of the duties of the Appointed
Actuary is to advise the life office
management and the Board in these
areas. The Appointed Actuary has to
advise the life office of his/ her
interpretation of its policyholders’
reasonable expectations, having due
regard to the broad nature of the life
office’s business and its treatment of
policyholders, both individually and
collectively vis-a-vis shareholders.

It is also incumbent on the
Appointed Actuary to ensure that
prospective policyholders are not misled
as to their expectations; the life office
being required to consult its Appointed
Actuary about the various aspects of the
information to be disclosed in respect
of new policies, including the level of
expenses and other charges to be
allowed for when giving projections of
possible policy benefits.

The Appointed Actuary system is
central to the financial viability of life
offices.
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The Appointed Actuary has
responsibilities to:

m the life office’s Board of Directors
the life office’s policyholders
the regulatory authority for
monitoring and reporting on the life
office’s financial position, and

m the actuarial professional body that
its guidance is followed

The Appointed Actuary assists the
life office to operate on a sound financial
footing and to meet the reasonable
expectation of its policyholders.

The development of statutory, quasi-
regulatory roles, such as that of the
Appointed Actuary of a life office, has
served well the interests of both life
offices and the regulatory authorities,
and has led to a high level of protection
for policyholders. It is in this context
that the IRDA has adopted the
Appointed Actuary system for life
insurance business in India.

References:

1. The IRDA Regulations.

2. The Role of the Appointed Actuary
in the United Kingdom. An Institute
of Actuaries and Faculty of
Actuaries, UK, publication.

3. The Regulatory Role of the Actuary,
a paper presented by C.D. Daykin
to the Institute of Actuaries on
February 22, 1999.

The author, an actuary, is Senior Advisor,
Prudential International Corporation.

YVO METZELAAR HEADS ING VYSYA

Mr. Yvo R. Metzelaar has been appointed as Managing Director and CEO of
ING Vysya Life Insurance Company Pvt. Ltd. He has been Deputy MD and President

of the company since 2001.

China in a senior role.

Insurance International BV.

Mr. Tony van der Star, who held the post of MD and CEO is fo move to Greater

Mr. Metzelaar was the Chief Representative of ING Insurance International BV
since 1997, developing the entry strategy for the life insurance business in India,
together with Mr. Naren Joshi who is the current Chief Representative of ING

irda Journal, April 2003




ISSUE £0CUS

Long Way To Go

Arpan N. Thanawala — 10€ Role of the Appointed Actuary in General Insurance

The Appointed
Actuary
Regulations
framed by the
Insurance
Regulatory &
Development
Authority IRDA)
have created the
role of an
Appointed
Actuary of a general insurance company
in India. As per these regulations, the
Appointed Actuary of a general
insurance company can be an employee
of the insurance company or a
consulting actuary.

This article examines the role an
Appointed Actuary will be expected to
play in India, the challenges faced by
him and the possible way forward.

The role of Appointed Actuary of a
general insurance company, as
prescribed in the IRDA regulations, is
no different from the role set out for an
Appointed Actuary of a life insurance
company. In particular, the Appointed
Actuary will be responsible for looking
after the interests of the policyholders
and to serve as a watchdog of the
regulator.

The regulations stipulate that the
Appointed Actuary of a general
insurance company should:

s render actuarial advice to the
management of the insurer and in
particular, in the area of product
design, pricing, insurance contract
wording, investment and
reinsurance

m ensure the solvency of the insurer
at all times

m certify the premium rates in case of
non-tariff business, and

= certify reserves to be calculated on
sound actuarial principles

The bulk of the responsibility of an
Appointed Actuary is centred around
the protection of the policyholder by:

m establishing the liabilities of the
insurer to ensure its solvency and

its continuing ability to fulfil the
contractual obligations (certification
of reserves)

m controlling the type of products sold
and the pricing of such products
(filing of products with IRDA along
with actuarial certification for fair
pricing)

m establishing contingency
arrangements to ensure that
obligations under the contracts
underwritten are met even if the
insurer runs into financial
difficulties (maintaining and
monitoring a solvency margin at all
times)

Another area where the
Appointed Actuary can
play a very significant role,
although this is not in the
regulations, is in the
planning and
implementation of an
appropriate information
technology system.

Besides this, the Appointed Actuary
is also expected to assist the
management in achieving its financial
objectives.

Another area where the Appointed
Actuary can play a very significant role,
although this has not been specifically
highlighted in the regulations, is in the
planning and implementation of an
appropriate information technology
system. An actuary is in a unique
position to appreciate the potentialities
of any system and would, therefore, be
able to add significant value in
development of a system.

Challenges

There are numerous challenges that
an Appointed Actuary of a general
insurance company is likely to face in
India and some of the important ones
are mentioned below:

The first and foremost is the
availability of good quality data in the
format that can be used by an actuary
for the purposes of his investigations.
In assessing premium rates and
technical reserves, an actuary needs
access to past data pertaining to each
class of business separately. Based on
this data, the actuary, using various
tools, assumptions and methodology,
arrives at suitable premium rates and
derives adequate technical reserves.
Therefore, accurate determination of
premium rates and reserving depends
critically on credible data.

In India, prior to the opening up of
the insurance sector in the year 2000,
there was very little involvement of
actuarial expertise in the operations of
the General Insurance Corporation of
India (GIC) and its four subsidiaries in
determination of premium rates and
reserving. Consequently, not much
emphasis was put on collecting the
relevant past claims data for each line
of business and relating it to each period
of exposure.

Furthermore, the new private
insurance companies have only just
started their operations and would
therefore, not have sufficient past data
of their own nor much industry-wide
published data on which they can rely.

For an insurer to achieve his long-
term profit goals, ascertainment of
sound rates for each class of business is
imperative. Sound rates are based on
sound insurance principles and have
regard to the portfolio written and the
changing social, economic, legislative
and technological environment. This, in
turn, requires proper selection of rating
factors for the insured population to be
sub-divided into reasonably
homogeneous groups for purposes of fair
pricing.

This, however, is currently not
happening in India. To illustrate, rating
of motor car premiums by state-owned
companies is simply carried out on the
basis of the size of the engine, although
there are a large number of other equally
relevant rating factors which influence



the exposure to risk from motor car
claims. The main rating factors used by
insurers in the UK for motor car
insurance include, besides the size of the
engine, the type of cover, vehicle use,
area and age of the vehicle as well as of
the policyholder and so on.

In addition to these, insurers also
use other minor rating factors such as
occupation of the policyholder, whether
the car is garaged at night, driving
convictions and maintenance of the
vehicle. Pricing premiums on various
rating factors will need a careful
planning of the proposal form in order
to capture the relevant information and
also to develop techniques to use all
these rating factors in arriving at sound
rates.

Increasingly the world over,
actuaries in the general insurance area
have been adding value to the
management of the insurance company
by preparing various kinds of financial
analyses which include financial
projections for profitability and solvency
purposes, development of budgeting
techniques, analysis of cashflows and
expenses and their allocation between
classes of business. Actuaries have, in
the past, not been involved in
performing such financial analyses and
providing valuable management
information systems to the
management of the insurer from time
to time.

For reasons explained before, not
many actuaries in India are specifically
trained in the area of general insurance.
Although actuaries may have the
theoretical knowledge acquired through
the course curriculum, very few
actuaries in India have the relevant
experience of working in a general
insurance company. This, coupled with
the fact that the general insurance
business is complex and very varied in
nature and each class of business has
unique features, will make it difficult
for actuaries in the short-term to play a
full role as envisaged in the regulations.

The Way Forward

The way forward is to address each
of the challenges highlighted above and

put a system and process in place so that
in times to come the Appointed Actuary
of a general insurer will be well placed
to effectively discharge his duties and
play a meaningful role in the prosperity
of the insurer in particular and in the
development of the industry in general.
In particular, emphasis should be
placed on the following:

1. Actuaries should be involved at the
outset in specifying the amount and
the type of data which need to be
collected and stored, to be able to use
the same for rating and reserving
purposes.

2. Proposal forms should be designed

[ —

Not many actuaries in
India are specifically
trained in the complex
general insurance
business. This will make it
difficult for actuaries in
the short term to play a
full role as envisaged in
the regulations
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suitably to capture all rating factors
for each risk involved and actuaries
should rate risks more scientifically
by breaking them down in
homogeneous sub-groups to arrive
at sound rates.

3. By providing useful and timely
management information reports,
actuaries should demonstrate to the
management the utility of carrying
out financial analysis from time to
time and of consulting the actuary
before taking crucial financial
decisions which may have a long
term impact on the solvency or
profitability of insurance operations.

In view of the fact that not many
actuaries in India have had an
opportunity to obtain first hand
experience in dealing with various
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functions of general insurance
operations, the regulator should make
it mandatory for the Appointed Actuary
to spend a certain stipulated amount of
time in various departments of a general
insurance company till he acquires
adequate expertise in order to
appreciate the intricacies of various
lines of business.

Furthermore, much work has to be
carried out by the professional actuarial
body to pro-actively produce various
guidance notes and to conduct
numerous Continued Professional
Development (CPD) programmes in the
areas in which the actuary is expected
to play a role in general insurance
business. These steps will assist the
Appointed Actuary in obtaining the
practical orientation of the general
insurance business which he may be
currently lacking.

By very nature, insurance business
deals with uncertainties. Actuaries are
trained in assessing the financial impact
of such uncertainties by using statistical
and other modelling tools. Therefore,
actuaries can play a very vital role in the
survival and general prosperity of the
general insurance company in a highly
volatile and competitive market.

The IRDA has placed a large
responsibility on the shoulders of the
actuary by requiring each insurance
company to appoint an Appointed
Actuary. The role of the Appointed
Actuary is not only to act as a watchdog
of the policyholder but also to provide
vital inputs to the sound management
of the business.

It is now for the actuaries concerned,
the professional body and the industry
to work together and meet the
challenges for the Appointed Actuary
system to work most effectively as we
move forward.

The author is a consulting actuary and
a partner in Thanawala Consultancy
Service, Mumbai. The views expressed
in this article are his own.

irda Journal, April 2003



UDIOID DI GOl

T ST T TE 31k 5T 31Uk gl H AT a9 dh
TIYeRToT 3§ 3T 3tfced % i oY R R ford &, 5
ety H WIfYeROT i Ush IR SRS HISA
T T Fherdn et €.

TG GET 3TE H WIehoT e {af-=m= @@ S s
ST B T T 31 FRIGRT Tiarareat & foe F 59
TG, 7 @ fafamat 1 = 1 U & 3599 o1, 98
off, TRATT ST Y 31T FehR T el HIAT R 37
T 3T AT TN 1 13T 1 TgaHT SRl ToTar i
Y=l Uga Aed. afs I draradr ¥ar qeeh o
QUR % ® H IROM It € o 91 e a9 IRae
SUNIR3 o HE T ThH ST €. TeRIor 3709 317
T AT FHSRT o 36 Fo R

T TEUT TRk © A G o o et e SEh
% Tt o o - IR SFER o foTT STaReT i et
AT, TE IRAT STHRRIST ! Ueh [ feetamr o 6
& S 3 WIS W § a9l 3Tk ferw S i g @
¥ o8 QR a9 Aot 8. 9gd 9 faehiad 39 @ v
T BAR I91 W Sk TOTeAl el YO

Sie ST AT o SHicheh ST Sht STEINOT

HeF A Em T s AT s E W B E AT
TR0 § Trary Ifud oY Gehd &.

7g Tt hed W foeR 9 9gd THE & IR e o
ot uRkfeafa ter =t € T siga faehrg ghm. <91 & st
it de o siHicheh €. dHTehehl T U9 BAR WcHE o
T & o0 et 30 o0 o =@t & Sar F4ith 8
<Ted & o 7 faehr Y, AfehT gafery o foh &9 =ed &
foh & R SarRatet & feat w1 ReTr HK.

T SHA | 3T diihes U9 § 52 fafre qur ais
TS % oG W, H W HAT & UISH Hl Te oG
TR ORI, e fOvard & oM &6 oo widthal 9
3T XA foF set 3t st § 9k 1 g 6
TR §3T 3R TTH SHiheh] Sl FIT FHEH el &.

T 3k & WY & 19 forig 99 H WO W W €
RT3 o foran & T 39 Set ol Rl &9 9
TRttt ST TafeTu aTrevashdr &, TSl & qoT A e
Tt N o w9 ufAeRt | weRiterd foRar ST
Tk, TH T 1 ST GHIcTh Tecd o &, 3¢ Yo
T % foTT HoTeeh W1 AR 2. )

— __;ﬁ."ﬂ-_‘l!-l_

o L
Uol. SISl



& qedidar ¥ Sreara (9 sIfea & foar)

R Uk J ¥ 90 R =<, TN,
(3 Teant o fuar)

AHR 72 I TEHIAIR ATGATS & HRITRT T

oeT T TR i ol 4 T &9

AT SR THR 973 GHET T T, TeHARR o
TXRRT AT ATl ol 3R

JENTN e el forT. .




dl &l @7 9 9

T WHR FRT Gl TR0 SHmehiet o fore
AT o Sog UM o felu forga feemf=est o @ &,
I JAN ST % He Ueh (AT q9r el ST
T € A T8 S & b et T WA fohal S,

3rEl W T §u

T el et UE ST § WY HEehR TRl T,
ST HATSTEY Tia ST SR § & SR TS el
qe 25 Tafaer Yenent o TSt URETT o O
Bie {51 T, I8 WA Teid & {6 veas drEg
IR I o foi § AT SE & SR Tad &9
A €. A% BW ARd & B R S T F TAlSA
TR § gART R e $RER 3 a9t @ af Tk
SET % ¥ H g9 HE HIH 33 &

FRIE % e SFIAIeT

T e =oo &% W (S R003-0% H TR
&0 TURT ASH) 79 T§ TR B & 1o ¥o F ¥4
YT ek SIS HeAety | 2ol s of ol S
AT HET H Sed gU RSl o TR W el S
TRl & T8 YA &0 ST o &1 H ! BN, B
T & StfseTeneh do S & T & fore gt

£0Y &1 € AN TH U ol STog &l M e,

37T ST

B LY T W ATk 3G % @ % S e
O FISHT TSR §RT STRT i 7€ &, § 90
T T HIH | 53 STH % HRU Tgd 5@ ga.
ST HRISNRET  HeE THTEM SR 6l Se
o HIH B ohAT & S 3H GSIR 3 F 30
TR & o STE B § FRI & 8, g9
TRIAAT Bl TS &H SAIh Y AT H 9T o
T TR T BIT.
iTet forEr IEr T HE,

STEHATEHI3TE TGEeIeT AT IR % fo7.

& Haeld Y @ §. 89 37 f¥rhmad Fal
Fhel....... UIETET € Jehell ek @l €, 39
3ty |, IR TR TS ST H F R A
ST I0E A GUEd aer & fu Suered
i

T IS GIET i ‘SRR qer 39 37T
ST SuTsy FE A, A T 9 #H
=Tt & fo R FeTeht 1 e 31a fomt
FRT GAeT &1 T SGehT T 3eh! TIRETNeh
& Hifed W TE.

S TRT T, TR, THIAR 2T
STETT.



AT

SMEIMSINROH Uh 3fera JwerTe

goAla FAR AT

S fotame aer foeery TifeRor §RT
STFEIRRT AR o A ety sere w1 2002
T HAEIEIANTA UM IReS[E AF TIH
[T WHR 4 5 The sWq farag et o
TETed €, TN ST H ST (g
fom 2.

T[T WHR F T8 g Tq O foehra i
WE R fatma e 100 wswhs 9w o
grees fael & g & €. T W el F T
A & U T ] Tk | TeHvEe
fooHg e, feuet o1 2, TRitad, a9 @
e A ST it g ¥, el dum dw
o qE W HERd €. e A e et
& SIS % RN I8 AT IRA R F ==
T T@T. 3{ISTeohel &1 Ueh [oeTTet et hid St
fopam ST Y@ & AT ST WHT Ui R 7@
SRS Y =l == S W R .

Hrdeh fewemr qen fafoa Qareti 9 uy. . u.

ISTsh ST e i & .

SEAEAIRTH 2H & o= § omar
TftateEt R & Tl &, ARt 7e | S
T {9 o Sl §U SISTRT ol oo Ueh SIS
T 1 Ghel TS ol o gleel arel
e o o faw fora & aedt v < &
AT T gu.

TR & 0 9o & o 7 ereft 12
¥ 1 8 #Afei =61 GHF o7 Fehell & THIT SHM=
T G T TAiafat STEeIRey IRE
W@ F HAerd Y T@T 8.

HEAEANTH o T THEIEA FoE &
T TRl ITST SHAT & Tedd e farTe
T3geRy, Tafameh & URTRT0T UIeTshH, Te
eI TR, ST Tl & T eledsia
TP TRy, W9TeTehT ST WTOTRTT A o
FHThY, HESI-eh AT adr fafys Tehem
Seh! T.Uw S & 9 ety Srafted fhar
ST

T aREsEl § Fa 4.5 Ao gua.
TR @I B I AN €. el IRae
o g9 § 1.2 faferam 3.09. Ser o g
I T 8, SR 3 a9 dk Tk 10.8
fafea sTRel SToR T Tga i H9ET €.

ATEAEHRTA HAe T &Haren i
SEYH % = fofaa et § hiia e
T .

EieiceEn

G o I

SifEw wery 2R qiewhiferat fageryor
ot qer e o

MR FIATTT T TEREE

YR q4T 9T foversor

Yo & oY, foquE. EeT % SR SY

G AT ST qdT S
m AT SRR qEr v

T HT 339F T F WIS oA
TUE I YISTsHY URET §RT 3T a1t ¢. f5ag
S ST T S e Fe et
& TS 3779 T ShrEeh9Terar e UerHT
o AT & b,

I ST FAGIEHT I T TAT HRA TG
T 5T9F gRT U SV w F WEAR,
FHRITE, A g M T&H H g0
U T o7 Tohil S R ST San 9
TS e I TWE e H AITN 8.

(@GN

3IUol $iicrser I 18I el B |

(sr=at o1 ARt FEr ARt ISy @1 It i+ @1 9nf)

(J

Focua- #3339 Fa- 359 599097

3ot it 7 3y oft e A Hefera Hifere TR Al 8 9 Ao B

irda Journal, April 2003



~

TH-H

A == @it
et oft emiféren
Tiataty & g1 @S
T Bt §. U af
IO (WeFE) HT
fetor we fgea
TEHT  feruure
i (ATeRTeT) AfE AR
o wewe & Tl 7
oA 9w fem Fa.
I TWE HIT HEAT GOR H FHE WE *
TeFe Al o 3T W] ST S HT TEAT
& TRl & o s, fewive: s & % o
T3 T IR HT TTEH DI SHT GRET Tq

T 9 AT fauue o7 *t St et &
T €. FEbifh o & few S st
SNTeY FEesl €. Ut ¥Rk % H 4 TE
T et gt fof & T Sz 1 s
FIEE . A E, 5T R & 0D W §
T 7€ HY BT &

St ST & § gRERes SmEr geE,
e foee o Wy gt 3% e €. 39
o § TRERE SR S SSie! ( gemue)
arerdlt § siifEm 1 iR e e €, 5
FJA HT =T HT ST @ . T T R
g Fgd Sieet UHHAT € R T wHerH |
AfShedl T AT HAT TSl §. 39 oG o
HiSt At ST A I BT

IR a9 & Sita ST & § S s
SHOAT, ST off AT IS IR H AT § o
38 st fafeme e foera wfuesyor
(MEAREIT) o e o STAT fevar ST €
TG foTT TIeReor 3§ gl 0 3R T
F (FTE TS IS) UEHA o] H 7. TWh
Tqed afg IS St MTeRoT HETerd o ST
T & 30 T % IR T WMEeRIor i
AR ¥ HIE A el gST S & ar S
SHOAT T IS TR H o1 Fehell &, TR
J 7@ foru w1 fuRor far & St gie
e wifeitaat wel fomn forre wiferfat &
foru aremr-2rer €. saae | feger 2001
e feger 2002 # SR < 9t & SFER
ST T ST SAH SAATS Bl a5l
el & af 39 faasr 2002 % o %
SR TeAT AT el Teell € . Afg fershRor

Y 2

FRT Ui w8 & T8 Yo & AR T8
I 6! A & Toh S TowsT o fafirer
ot % e fedi ® @ @ & ar @l
AT Sheel THTST % ek o e & I8 |
€. a5 TS % TS o as ot HiT WS
e & A off 3 TE T R TS FHHAT
J g o o & ferw SRY fepan & sreran
T&l. 598w | fuifid 59 w9 9 w1 3
Mg e Arhe, Uiese i faaror g @
qE AT A HT BICT BT S & FE
& o1 S Wede ¥ 3@ Jrelt gl § 9
g T I T v sty Wifmam agd
ST AT 95T HH ol A&l . ARG uEad
g AT & A ISR § Wit g
T8 | % fockm =, afs Searg ferkar @t
df ST ST F I H WA UST g
e B €. 36 aXe AfS s sga w9
¢ =@ ot eresT W@l §. it e ar
T GHT T S € AT AfG ST HOAT
TEA BT 8T THT TeA T BT helt &
T ANIR § 319 i R0 3 & Ty 37erem
TIT SHGTT 1 T o [oTT g T T
T WERT Il & o 3P TT, FHRE G
H RO T & IR @k SffdRwh ST
HUA T Te ot T T €. FAifn S
qt quie: AFfYedieT %1 e €. wiF STH
FHe PTAE HIAT I T ook fow Rt
TITIS Bl €. A ST HTA! T8 9 e
o &7 T at fh 39 et W geteran
9T 33 @ ' €.

fetd &1 fuiRor wfosg & 519 ot
fed ST= ®f 3HT * 5T @t & (S g
FTET YT STAT) ST SIH | o et
39 T Tt wfesy & 3w 6t ST Hehel!
g, 1 o § gog | | 9fgs § ured e
aret Sifaay TRt 3T T ST Fehell & T
A § YoF S TSR U B arett THT
T fTd T 7o A S R

e 1 fuRer TR W € R
TR S HT I T 3= e famar s
TifteTeh! (FTCE) HIe T 07, 371,
Aok ST T T, Hiiere!, TR
grafyd 999, SEAT oS 1 TET T H
T 3w €.

A A H =T R &g, Tt
1 USRI BT T AN HIS & T2
TFIRIS WHeadR SH Wthe, Ufeqd, e
T3 W 3MfE H Aeg | wiva (shfeem)
1 YR R § o a1 fReir
FA T Yd 3T Fgd GRI GRS W B
FIAT USAl . FAINE Siee s ar g oEr
FEEATST TR SERT SFaEr

51 TS R HE HAT Bl § S
W U@ §- IR I R, g6 fore e
3R T T & T[evH ¥ T 21 & (94-96)
T AT T, TSIl aH ST arerst &
foru, frwior foa T & weERt W Be §
o€ THIE HIhe i & H TEHT THHT Uiaerd
ST TUTTST | T € 39 SIS ST 0T hi
St € 98 & SR TeA @ ¥ (Hidfeere)
7T fT0 JeH | i difersht i =&
€ 31 TRt WA § {6 9y fo @t e
ot Tt et i Ay 39 TRAey o
STET 3TIH NS T MR W 3T THEIT
(TesTeHI2) X .

T R ITerdl STRT 814 & SuRia |t
H IR OTerHt =] of el T8l € SR eI
Tl =Te] 7 T&+ 1 5 ST Blell & (39 o’e
& o H) o T a9 § HH qAT TH TG
% 9% I8 i & &t St €. w6
afas | @i wT W1 off FUROT A
EEGIES

R (3R 32) 1 [HuR a7 o
3T % IR H ST9 SUHT U6 A1<-A1e ST @
T8 H wigs § =T X 1 WEy giasy §
T &1, UFRT 319 37T o T ST
off 3t &% 25-30 = =1 sfurek & forw sahr
TSGRl €, I H 36 THIAR ST
T THIEY HIA I SELIRAT Bt §. T
ST € o e o ° @9 $w S E E
£ 9 fgda 9 ot & et =t 7 7 =@y
TS FHH EA §. TR R o TRt Fi
FHIAT TS € AMG FEAT QWA € @ g Tl
T AIT F TR TAEA FY GHAT §
TR FTg HEAT TE § AT ITRT ST AT
foe & feTu i sra o gaT el € o
T JAM F T I T TR TERT
R FhAT & T AT T 3T ST o IR
T W 39 T | FHEAT foei & ferg g e
fTeRoT R FehelT €.




Ffe qiferd de & qreEy S U afe
FRT S T Al 36 HHEE oY 39 s
T, Ty fafys oiferdt 5 foamm etiueram
FHIIT ST ST Tkl & ZTehT foeroT 3var=
wwe 1938 & g=vm 40 © o fear man 7.
AT ST TET o 98 &< iierdt | STy
FHHYH B T A T FHIA TASTHE F
oy TRt ue oo faumT & faamr e
T {0 e &

TR uFe 1938 & gwwm 113 &
T AR TTRUSE WX 9o
ST AT T AT ISl & 37 feRdt uTerst
T fhdeT o 39 9% % =0T I U,
I FeTpele  H TergRt i 3Rt of 3T

T T U §.

TET (FA9) PIIH & g9 g1 =4,
T & feda & ¥R gleek ol ZHT
(afs wert =EEer e e § STl
ITTEINe &1 AT & Y gleed & ©)
ST TAT WIhe HINS i UMD SifHae
fuiRor § e AT Usar @, 3@ @i @l
W S @A ISl € o TR FeT e
9 A TN, FEP SST oo At SoeT
UL T STEXT. T e H g T foaosper
T EEE Bl ¢ 9 A ghg w A
SIST € ot Y T I+ STt o1 IR Tal
g . foaeptaa a0 § $o dm sutat
7 o featermn g2 o 37 gfg g
SITET o FIh g I ART B H1 Hed
g ot & Tehal & o SHT PR HA i

H

1 -

At i Eren wX e B e e o
HIAT T A FIA TS, T AN g
T A TgA ST & T oTa 37era {etet
Tt gRT e Qe afew & feae @
FHEA! H hiueet 81 76l ¢ 3R T[ered! arel %
TURUET & AR 39 faeher graTerer
i & < . 39 aXE fafas aememet
W IMEe e Iad I N1 WHaad &1
feior gtan & =% ®

MY &1 Sd0= o god Hitthe Tife=
TUT FT HI S HT IATH § oI

IeED
37 Ry, JIEARE |

IS AL &b (8 & ow

gota FAR AT

I FT a9 Tecd I §, Toi fGoott & TH
UTe IR gleet  TSTHIST o Ueh 21T T
T YT & T HiehT e, Fifeh T TRy
T ¥ U o7 weel 86 gleet UNER H Suferd
I o, Tafe B9 off gleet  uw fa veet
Feh-3 TR, JIURR 6 WIS % THI == A
forerer weh &t o, 31X 9% o1 Uk % ArHuee
Faer TSl 8 A € 2 3% fgren |
TR & e T BR e dt Wi W%
faeett 39 T et T3 Wi e wT ST
70 feR W ugd o Ueet UwaH T gFHA
T & W & . S99 B AR
ST YT 3T o7 T &9 & U YRR,
T &1 8T & YURATESR & U Uge 3R
T 399 UDT o Uhal & Sl W 5 ST
T T TRl foran T fh S % e wie
{1 A @ T €, IMHRERT A1 AiEeRT,
39 AT % FEE H G R gH 7 @ T,
3T AT 6 {9 & A1 % 999 9gd |
fe=at atferspiieat &t 78 st off fF Ao
et T § & ¥ €, fgamsn § e A6 e
FAME & TN Aol &1 AW H AT H
AN R X W WA AWUEe g fd
.

IR § 9T § 5[ e AT T AR
Gorgetier & foh o SR a7t FeoT
F1 31 & 9ot g% €. et KA guem uw
T HURE & A1 UF H Uk A HT I Tad
1 foeT s o forear §. ‘STt & e
AN ST TEHR eI 310 I T e ST
argurT ¥ fores o ermta @ 3dr. e
W B A T A T e TR
F T O Tt @ BT TGN 9 T AR &
TE TRHR T F4T &7 &I,

TTset 3Tl § HIRT 92 I TR TR
G § ST HHAT HB Al B T ¥
AR TRTT Tl HEATT § ekt JfHehT T

T fhd T, AR BRIR T, S G
o W% I ISTHTST & FfeTeron 19 emepfety,
0T, T, WalTe, TEToT TR SIS Wit %
fera = T, fored et w5t a< g o
T TEcETe o {53 M. Wi Tas Heeaqol
e I ¢ T (ufsreror Faer uferor & fere
IereT IuAT & forw) 3@ fog W o &
STTTIHT 2.

TH YA § 6 S S H
AT TR % el i GRET UG HIAT &
T TR | HelTE Y I g Heed @l g,
T I B WRT S &l H AT IR HR T
? FEiRE e & 39 g H A & foe g

TWEHRT RN & I T2 SR
TN T faHe R @ T . Sgerd 3
TSRO | 8 YR ® @ FeI e
% HESAIR B AT Fe™ o bl Janaii
T 3UATT & el &, UT: THR A I &
Tt R @A €. TRt ot fem stfufram =t
SATCHT T 37T Y 3O Soo] ATEH ot e
TEL TISTATST WHTT & 3T ST o FET
T TS HT T el HIAT AT

et a5t § TSR S FHuE § a8
T R ISTAMST 1 TER TER e 8. fa=t
& I TH I WIS T, fel & qRIHTe™

TARY % THT AT O TH ST AR | TR
T D & ST, 37T ol SHETeAd bl HIEAWOT]
&Y & 9NN H S Gohd & 2. S AMEE
qAT T e RE. W R @ fawa
T & TOR YER % [0 T Savas ¢ 6
W AT 1 3ATaeh & AT e TH Ao
o fopar sTu 5 @t & SXerar 9 SweE el
Tl EH U i 70 BRI & Tid SIS
T TR,

T(STATST TG & IR S IeH i
YT JE TEL & TEOIS gU ARG § e
ORI ST reTad R ST,

irda Journal, April 2003

o



[ o
SILIERIG

AT TrerAT ob UTe sfidATenh

at 91y arFav

ST S H e FRIEE & o e
ST % 915 SUNNTATSN il aE 9 S &
o w9 921 8. W 39 o1 & 3599 dAHihS
U9 qAT TR ST ST, THehT TRt ST
I Ted quT faiae Teaeietdl TR ThTeT STofT
2. § $RER & MURYA FEURUE i
T HE AT T 3TST R GEe S
H

eIk ST hi ST ST 3T @ € 39
e & feTw () 7ot e gy (Far
3T § g T SET) T&AT (&) I 7T
3o IRER & @9 (1o FarHgia & a5
T HE qeh Siifad @ T SiEs).

1 T STEH Y 2757 3T & Jecaqul
& TSTaT UBeT Fife TTTeheT @NT SATaT 31y
A% Siifad Ted € 3R o1 =% fafaa deaar
% T sreat W AR T Te Ted. 3 e
Sttt | e s SutEr Fae W@ OE,
T AMANE 3T SigH w4 T SifEs,
Te T ANR IR & o =R, G,
OTeT ! &1 T SET 3f1ardeh oo fHaide
T & ferw enfs, T 9t @ |rywor

7wt sifEEt & w9 wwen oyt
Y T Y fuer =i,

T T & 2 ST BT Hotd HE 9 hl
o2 fataa dhe © 1ar 3 qTaRIierat
H ST B % SEGH $T UH B UHR 9
[T X @ & & SIEH i 3 A o
S ST I STe ST G WIERT S %
fou g & (S Tt =R =1 a1ft sifem &
feru sifaa e 2feer S 9t ¥ g
@ @)

ST STsETeret § SiiEw, TRt qe fauta
IR IR YGE B § AR TW T @l H
SRR & fere fore afvanfee of @2 T €.
1 o HROT Sl SIRGH FeT STl &. S
I Ueh T AT F ST Y T & S at
AT &t faufa w1 som. e S %
A § STER & SR Jog  &hl Uk
SfEH U SR & Agel Th g1 ¢ S
B ST TS T 51T Il & Tt 1 33
AT &, T i fasted! ot dRi & JFe =
B FUET HER % HAM i T o 9 7
T M & GRS ST 0 i G9TeET
H gfg &l Fehdll €. STia ST TR ae Ut
TN T <17 T uRietd gt 39 =th &
ferw it sfer = €.

o

HHTEATT TAT TR

FreT & GEYed: | FaT AT § 2
& HT TRl B % Hied Bl 1 GHe
% oT0 %o va T € . S Sfe § 59
&0 39 uRatad &id & df 89 3@d § S
i fepamt duremT & = femdlt aften o Sdtor
B I Tt FereT €.

GTeFT ey Uh U= it
g & f5T9 §RT TeATet i Haemret
I T TR G UM 1 STt &, et
I W TRk IO WS H ST E,
ST s s & @HiT gid € SaAr @l
it e Hfed g9 @l SEerd: gl €.

g OF FeT ST g H e’ h
Hfe | oS I FAT GHEAT & A T we
FEA & HH €, 3T el T el a8 FreT
T I €. THL ORE AT el ST S[el’s
WE | oSl i GHEET fehant & 3T e
SHTORT STGT & THERT 372 3T ST Shi HHTST
T T B

E 31T U [qeFeh il IVl ¢ Tod o
T2 ! GHTEAT M 3Tt gt € afg e
19 U o 81 s 1§ 6 o G ford et
ar 3 A i FareEr 1/6 g S A e
T SR O &1 ot af et 1/6 x 1/6 =
1/36 & s fsa fafya garemr wed 8.

U Bee | 3 fomrefl aiten & few
Ted & qUT 3Tt fo Ued Yed o 5 €.
U TH foR % WY WA eer § W
Hyremrett W fomm feran s, afg foa o
ar fhew afg ue g o = 3R M UeTE
chelel dd ST |r\~H°|'°hl WSl AR, g9 UhX
I 9 fereR = fean o6 o e ge
faeper T@t =@,

GUTAT Sl GehoTsT e Heifad gy
Hehou T ST & GETe T 3ER €. =%
AT SREH 37ereT gHeAT & SHTEH & Al
Tl B1eeX & S § g 1 99 &l 3o
T TR R S G T ST T
U gt § §¢ 1 [ STYR TR i ST,

TE ST M & & fob gah! et
|G ¢ 98 Greiie g ¢ fe fedr o
=t o foelu g srervamre & o aerhT
ThR & T STEHl w1 GRET TS Fd €
SRl diHiehes dheiiehl o SR 9T T
I St &, SEg 7% @ S ¢ i e

quEEty o o= 9 & Ghd §. SR
Y TG 0T H Rt g % foTw diiens
I1% 31k WA el &. ITsKehis § Uge! s
oRyreT UF St % w9 § & g g S s
ST =t T S &, WIESE i 7o
AT & (Yo T T THSTA §U TAT JeeT,
T, TR Sefs i HHTEATS T ST
g0)

I HREA W == FH T T
3MYR WX 9T & I T 8T fopar st
€. &9 39 UTHl W S 9 e S ER
UfqeTias &0 9 oaqA e g9 | =l @ el
1 frmror fema .

i ST 3T 7eT ey § |iedt et
FAREE e | FeRR | o, FT HIRH
TFFRST BIHY 3T AT I 3 URSRT
U uehs fohan 5k ufteR o sdt a9 gy
TE. U URAR U Td & &Y H {5t gerrer
W X TRl o1 98 HEfrEd Sl )
T ot
m T TGA, ST FA T FE&AT W

e of
m 99 H Fo gd AlEHA H @

FS I8 F Ul & THoH & AR F
FETMAAT FUX FT GHEA SR S T
THR o :

AT I FI Tl BT UL ST Q1A
T AVEME AT TSl AT URUHEEY T%
= & geear die oid o e RoT et
3 & =ATh Hi g & GHT T ANRH HH
g S 4. g orya T e o ue o
T T S AW 59 SR SAiTEs
% STIER & Wiay et fear s,

Tg watared &1 € o 31 % 9 geg
Sifigq sfedt ST 8. FogsY dlfett d g9
TehR % SITEH i T b SHIEd el
T ST G €. STe ST gfeRE § gogst
AfcAehT <1 feehTa Uk THAT et & T Smiish
A § WTHEH i 0T 1 STER S 8.

TSR IATRT & T H g & Uh
TR ST eeEd Uee &Atd o i
TR ATMCIhT bt Heho T i off. a9 1762
o wifya 527 = sFeidas araeel qgel
T off 578 e YR W eTary qen
Mg & AR Wag oo o aRYy fomar.
7€ TEfeit Gue g Gl o 39 9HYT IivE
®Y T dHieheh dehi-ehl i e IR &9 fea




T 3% 9% HT R TR I ued
e SHieheh M &1 T3 €.

GRS T T9T TR TE G ot e
SR FHUR ffaae Sfiae gRem e ve=
A o T TR BT U A T ST
T TS oY % <3 o1 9EUR i
2 gU SiEH % forw &1 37 or Ui S
3t fafeem g, 8 aRehedmT 1 aRoms
Tz TeT T uifies ast | aifues e=fer =]
Sifgd S T H UHA i . A AR
ws iy § weha @i 1 5 Sae Ty o A
T ST T T SUET 9% ° S9 99T
e ST o ST =re] fatem, =Te] Srer St
R FA F o0 g3 T . T urerdt §
o atfaice fuftem fstd gtar & qen
St ffy o8 Tt st 1 et 99 B €.

3A: TE W g3 ¢ foh S s aret
fAfert gFehal R ot & T Terd! gleeT o
T gy TEd € 9% foafta |emRor s
ST | o1 et wehs 8t gidl et Mt
TFRST B T BT SITGHT T 3TaITY SHTeATare
B STET T HET3TIueT | se &t iy 7.
n 3 T T H Ul qifeArddr s fagoe
T .
n  SEYE A ST S & Aqmer §
FD o & feru.
n AR SEfTR oy S SRt geeT
(et eafegfa)
»  TUT IR & AT A
TR o 9 TorehTa | gFee ey Hiem,
FeeATdr ST qe foE] gu et e €.
aTefifetfiad T M & 5k 3R W Sia
ST qTeTE bt 8T 1 T fepa S €.

KAEEl

T8l 3 gR Allerhd €.

1. SVEE gogel (Yoge S e
STEET % WE )

2. S Sfem gegar (S TrerEERs &
3. el ¥ T A W T8 W HH
& TR TR e BT =I5 ST shu
FT feraT ST 3@t & 31X WEROTA: ST ArERo
R W Fd € I oFFd § I
fepaT 7T %,
afs T =afe # omg 40 99 ¥ AR Te

TF 9w TE Ery & fow 1000/- w9

T T ST AR § T 39k AT @

W T P AT T o e g g @
T AT =@l w ot whrEm 2.80
w7 g (1000x.00280) F7 M I
H FY G T AIfCTRT FART St & FoFeht
AT Sieheh fHEE T TORT A & fow
A & SATCRTRER § Widhel S8 o411, T,
T STEty, TUET e & o 53 s
ot Y. SHhey (&quT feham ST Hehell &
I UreATEE & oy fSTepT wer e &, w9
o STl Tt & fow tfaie it
e &.

=TT

srar &t fMfEt S fatEee & e Er

Er9T BT STt & AT ST STfSTd Sl €. Th

ffvad o g9g #1 == ffmem o &

feru erqmia feman STrar 8. iR 7 *Re®

HfTaT &t 7 FA | Hecdqul iHeT TaT

AT &, TeT I8 ST Se) € foh o gug

T STEL i W FHIAT T 1 €.

tep
STa ST & § 99" gyl que

a2 @ o el & (RTad 9eet o o1 iy,

T ST & @9, qerdl S&drast I =Y

T Te) 5 qeaeht o e it wnier

F & feru @ fopan San 8. 78 @l weet

T % R | | oRTer ST €. ge) aen

A oA I8 H 78 @9 HH e o €. T8

[t aIRkfeRat 39 GF § INTHA I ST €

ST MR W) ifHEE S O S ST €.

foawgut wery

Y Hifefiad et & :

w T, tueha aiery, TS e o |
g & fom fAkmEt & feer qu -
T R Tar & aee.

w S % foU SiaAl 1 el TER @ A
T R fohaT ST i 3 o T gogR
! TSt § @ Hoh. TR AHTera e
AT FEER H ol g T§ W foRaT T
Tehdl €. HEHh! Tehi-ehl i YA Hid
g0 Afeenl- didiws FEEE & aRoTH
&Y 319 Afehel TR & Teld SaTeT
e foran s @ €.

n TRENE T9 H M H @ gU adl 3%
TR & HIA I HIPRT FHIA UL

n Uil T FWET b & U eyeEn
T ST T o feu.

n ST [T, T A=K H A SCART Bl

o

o o st
[IhTHA h AT TSTHH SUHIhI Eal geddl

o o
S HI-14311

SEXA R TR ST T

m TS oA FHeR UfTEROT AT 1 IR H1 At
frdt T Sfem wr dfqurRor "
O ST AT QST S e AT
TETfadta bt e | fhdl Ush sHmepr
F FA B F U wEHE wE S
MR, 5 A1 I§ o9 ANEE, JEH,
e, a7 T

n SIHTCIEE SR HT STleT0 HIAT,
TR T FaeT iatarat e T
e 3! ST & SUARICHS HeH 38T
.

» T0C] WTEET IR TR FHier qem e
AR S uRRefaat {6 stereashar
|

s 39 9 B GHOTEd FHET F ST B
|t FeET U AT § wEw 8 ae
Ik e hi o e AT eIl 1
g 98 &F § WA §U 3TN 3TenT S
Y AT T TR HI qrenrddl & ferg
Siher for9ToRTd: ST THIET & 3TER

T T 1 ST Hehell €.

afersty

AR qor TS SEHl % aR o
M T TUMT 1 IR, F | | fafim
e @S §U Tl hl B 8. AR
ST SIET % TS | o1 i TOET BT I8
o el T 3k THR & o [ohaT ST
(38 Hiheh T YodTeh Hel STl € )
i & Srat o fera T4 1 guam vare 2.
T & Hedieha o 1% e i STy
e arfererg o w9 o Suete Bidt @ ST dieihes
T SRIET R &A1 e €.

HTYROT: T8 RTINS & o Hidadt sd
ST ETSOTT <hi STTT, ST ST X191 o A1 S99
% FY T g 37T UTerd! o g g4 0
g BT §. o eifafee S st See
SHifere T & et feam S & gog @ aRkusrar
H EERn § w7e urerdt fuifa srafy o
TIelt &1, g GAreTed s % for g & T
e faaron gfeFaet & a9 & &9 | fowar
Sille

dGF GATIATT FTHAFRT 729F
geT ATE &l

irda Journal, April 2003



THINKING CAP

Many Roads to Health Insurance!

A Contrarian View _. -

G.V.Rao

Why has the Mediclaim insurance

cover become so dispute-ridden between
the contracting parties, hindering its
fast growth and spread?

While the cover is intended to serve
a larger socio-economic group, it is at
present grounded in conflicting basic
interpretations of conditions and
intentions, leading to mutual distrust
between contracting parties. It is in the
national interest to widen the safety net
by providing health insurance to
increasing numbers of people to reduce
the burden on the Government and its
medical institutions.

What else should be attempted to
achieve a rapid spread and deeper
penetration of this cover that has a vital
significance to a growing number of
middle-class families?

Life insurance companies possess
special aptitude and expertise to deal
with individuals for their insurance
needs. Should they be encouraged to
take up sale of health insurance as well?
Is health insurance not a part of
individual need, akin to life insurance?

Should non-life companies,
currently writing annual Personal
Accident covers, be allowed to write
death due to natural causes also as an
extension? Why not?

The Mediclaim policy was first
introduced in 1987 by the general
insurance industry in India. Its sales
pitch since then has left both the
insurers and the insuring public quite
disappointed. This was because
insurers intended to cover individuals
who were healthy to start with but who
later acquired illnesses due to a variety
of factors, but the insuring public was
under the impression that even existing
ailments or symptoms could be insured
and claims realised. The most notorious
exclusion of ‘pre-existing illnesses’ and
its interpretation has led to a mutual
distrust between the parties.
This distrust continues unabated
till this day.

The Mediclaim policy does not need
much of a selling effort. The buyers are
aware that medical costs are high and
that in their own self interest they need
to have insurance. They have the
financial capacity to buy cover for
themselves and their family members.
They also want to be treated at the best
hospitals. The rub comes when the
question arises of whether insurance
should pay at all for existing illnesses
not disclosed at the time the cover is
bought.

To pay for such expenses, amounts
to social welfare payments in the realm
of the Government but is certainly not
the responsibility of insurers. Insurance
basically covers events that may or may
not occur but certainly is not expected

_

All are keen that health
Insurance should gain a
faster and deeper
penetration. Allowing life
insurance companies to
sell health insurance will
serve the cause more
aggressively.

N/
to cover events that are bound to occur.
Insurance, insurers argue, is not meant
for illnesses that are already known to
exist but is only for illnesses that may
be contracted at an uncertain future
date. The question of dispute between
the contracting parties is one of moral
hazard, each suspecting the other of
material non-disclosure.

No insurance cover has given rise to
so many disputes at an individual level
than Mediclaim. Consumers’ forums
and the ombudsmen are flooded with
disputed claims, mostly relating to
liability issues. Insurers have done little
to help themselves by devising
underwriting mechanisms to check
malpractices committed by the insuring

—

public. They have relied so far on the
contractual language used by them to
bail out. But the legal forums mostly
favour the claimants on grounds of
insufficient education of the insuring
public. The IRDA has now licensed
Third Party Administrators-Health
Services (TPAs) whose responsibility is
now to settle such claims, taking the
whole claim process out of the hands of
the insurers and their officials.

While this step may address the
issues of claims’ settlement, the basic
issue of the exact scope of the cover and
under what circumstances the claims
lodged will become payable remains.

Since it is usually the responsibility
of the sellers to define the cover
boundaries, it is for the insurers to also
educate the insuring public of
eventualities when the cover will not
operate. There has to be a reverse
disclosure of material circumstances
when the cover will not operate and
insurers must ensure that the insuring
public knows about them without
ambiguity. Such a defensive action is
imperative in the self-interest of
insurers. Insurers will have to come
down from their pedestals to reach out
to the misguided insuring public to
recover their own lost public image.

Will such a restrictive selling, in
which negatives are highlighted with



greater intensity, serve the insurers’
interests better? There does not appear
to be much choice given the alternative
of losing cases with greater regularity
and earning a bad name for themselves.
The other question insurers would have
to address is if their current pricing of
Mediclaim cover gives them any
meaningful profits. If it does not, then
where is the tradeoff?

The Government, the IRDA and the
insuring public are all keen that health
insurance should gain a faster and
deeper penetration so that more and
more people are covered under the
safety net of insurance reducing the
social burden otherwise placed on the
Government machinery.

Allowing life insurance companies to
sell health insurance will serve the cause
more aggressively. They are at present
transacting personal accident cover that
forms a part of non-life business. The
dividing lines are thin. Health insurance
can certainly be an additional product in
their sales armoury. Since life cover is
given after verification of the medical
record, they have more underwriting
information with them to decide on
acceptance of the business. Life
companies have a wider reach in the
medical fraternity to consult with for
acceptances, even where non-medical life
insurance is given. They also have a
wider distribution network and closer
contacts with the insuring public. In
every way they are better placed than
non-life companies to enhance the spread
and penetration of health covers.

It is for the IRDA to consult the non-
life companies on the possible
competitive impact and then decide that
life companies could enter the fray to
enhance the spread and penetration to
a wider public. Life companies have
sufficient means to advertise the cover
heavily for creating better public
awareness of the product in addition to
the agency network that can push its
sales.

What should non-life companies get
in return?

Banks are going in heavily for
personal loan offerings for a variety of
personal needs. The number of
borrowers is ever increasing. In the
event of the death of the borrower prior
to the full repayment of the loan, the
banks are exposed to the risk of
recovering the balance loan amount.
Since personal loans are usually clean
facilities, loans without collateral, the
default risk is higher for the lender in
such cases.

In Western countries, and also in the
Middle East, banks invariably insure
the lives of all borrowers for the
outstanding loan amounts and pay
premiums every month at an agreed
rate. The death of any borrower, either
as a result of an accident or due to

_

Since insurance contracts
backing personal loans
are on an annual basis
non-life companies can

write the business without

actuarial calculations, like
any other personal
accident cover.

PNV
L
natural causes, enables the bank to get
paid the full outstanding loan amount
on the date of death, including any
overdue interest payments.

Since the insurance contracts are on
an annual basis even non-life
companies do write the business
without actuarial calculations like any
other personal accident cover though
death due to natural causes is an add-
on provision.

Since these covers are essentially of
interest to banks, financial institutions
and hire purchase companies, non-life
companies that are in the core business
of selling insurance covers to
corporations and companies and have
the close contacts are better placed to
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sell and service such business. It is
suggested that non-life companies be
allowed to enter this specific segment
of the market so that they may sell such
covers to the borrowers of all financial
institutions.

Another popular cover, with a large
section of the employers in the Middle
East, is a life cover for a term of one year
— renewable every year — for all their
salaried employees against death either
by accident or natural causes. The sums
insured are fixed in multiples of the
basic salaries of the employees and
underwritten based on their respective
age groups. Medical expenses insurance
is given as an add-on rider at extra
premium.

Such a life cover is provided as a
perquisite for employee reterition by the
company. Life insurers in India do not
seem to be pushing sales of such a cover,
as they are keen on targetting
individuals and not companies as their
main prospects. Non-life insurers are
certainly better placed to use their
existing customer relationships with
companies to sell such group life covers.
They could be permitted to sell such
annual covers.

As spread of insurance awareness
and deeper penetration of the market
for these two socially relevant schemes
is a worthwhile goal, it is necessary that
the expertise lying with the two sectors,
life and non-life, should be brought to
the fore. These proposals may look odd
and threatening to each others’ interests
but are certainly worth examining
further to widen the availability of
covers to large sections of the insuring
public.

Now that a new enactment to
combine all the existing laws on
insurance into one is on the anvil, any
legal impediments, to such a
competition between the two wings of
insurance can be ironed out keeping in
view the larger interests of the insuring
community.

The author is retired CMD, The Oriental
Insurance Company Limited.
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STATISTICS - NON-LIFE INSURANCE

Report Card:

Analysis of the non-life business figures for
the eleven. months ended February, 2003.

The 12 non-life insurance companies
reported a gross premium of
Rs.12,54,548.83 lakhs for the first 11
months of the current financial year
2002-03. Of these four were public sector
companies: National Insurance, New
India Assurance, United India Insurance
and Oriental Insurance. In the private
sector the eight companies which
underwrote business were Royal
Sundaram, Tata AIG, Reliance, IFFCO-
Tokio, ICICI Lombard, Bajaj Allianz,
Cholamandalam and HDFC Chubb. The
last two entrants in this segment
commenced operations in October 2002.

Analysis of the information furnished
by the insurers reveals that the four public
sector companies have captured 90.51 per
cent of the total premium underwritten
in the 11 month period. New India leads
with 27.82 per cent of the total business
underwritten in the non-life segment,
followed by United India at 21.67 per cent,
National at 20.67 per cent and Oriental
at 20.35 per cent.

The private sector accounted for 9.49
per cent of the total premium
underwritten during the period. Of the
private insurers, Bajaj Allianz leads with
2.07 per cent of the total non-life business.
The latest entrants viz., Cholamandalam
and HDFC Chubb, have underwritten on
a n
average .06 per cent and the other non-
life private insurers have underwritten
premiums in the range of 1.32 per cent to
1.60 per cent of the total business.

Further, analysis of the performance
of the private players reveals that Fire
business accounted for the maximum
business underwritten at Rs. 37,543.18
lakhs, followed by Motor business at
Rs.33,231.97 lakhs. The Engineering
business accounted for Rs.11,209.46 lakhs,
with Health and Marine (Cargo and Hull)
segments following at Rs.7,448.78 lakhs
and Rs.7,144.71 lakhs respectively. These
five segments cumulatively accounted for
81.12 per cent of the business
underwritten by the private players.

On account of non-availability of break
up of the premium underwritten by the
public sector players, similar segment wise
analysis is not possible for the public sector.

GENERAL

BUSINESS DONE IN THE FIRST
ELEVEN MONTHS OF 2002-2003

(Rs. in lakhs)

S. No. | Insurer Premium No. of Policies
Issued

1 Royal Sundaram
Fire 3,564.69 15,708
Marine-Cargo 1,175.44 2,788
Engg 1,297.59 496
Motor 7,311.68 1,82,950
Health 849.15 17,347
Liability 120.09 228
Personal Acc 1,785.73 41,971
Others 493.09 3,825
TOTAL 16,597.46 2,65,313

2 Tata AIG
Fire 3,020.40 3,730
Marine-Cargo 2,123.90 2,269
Engg 2,763.59 585
Motor 6,894.66 72,050
Health 3,001.28 84,444
Liability 2,148.28 259
Others 79.12 2,813
TOTAL 20,031.23 1,66,150

3 Reliance
Fire 5,275.94 3,893
Marine Cargo 644.28 2,711
Marine Hull 56.44 2
Engg 1,444.69 729
Motor 662.87 12,142
Health 495.34 726
Aviation 423.46 43
Liability 1,297.19 727
Marine Energy 5,289.19 4
Others 1,471.46 4,248
TOTAL 17,060.86 25,225

4 IFFCO-Tokio
Fire 9,378.37 9,563
Marine Cargo 1,222.40 7,397
Marine Hull 450.91 18
Engg 2,106.89 1,253
Motor 2,195.32 91,067
Health 885.28 11,515
Liability 341.22 671
PA 1,034.27 2,349
Others 1,291.77 7,370
TOTAL 18,906.43 1,31,203

5 New India* 34,9026.00 N/A

However, a study of the business figures
furnished by Oriental reveals that
maximum business was underwritten in the
Motor segment at Rs.94,278.07 lakhs

followed by Fire at Rs.49,542.34 lakhs. The
Aviation and Health segments accounted for
Rs.23,236.10 lakhs and Rs.17,867.85 lakhs
of the premium underwritten respectively.



(Rs. in lakhs)

STATISTICS - NON-LIFE INSURANCE

S. No. | Insurer Premium No. of Policies
Underwritten Issued
6 Oriental
Fire 49,542.34 6,28,314
Marine Cargo 12,376.62 1,55,705
Marine Hull 8,993.54 5,755
Enge 14,130.90 48,254
Motor 94,278.07 44,79,719
Health 17,867.85 3,59,692
Aviation 23,236.10 1064
Others 34,847.31 1,5,06,190
TOTAL 2,55,272.73 71,84,693
7 National* 2,59,327.00 N/A
8 United India* 2,71,871.00 N/A
9 ICICI Lombard
Fire 11,598.18 27,213
Marine Cargo 518.92 1,241
Marine Hull 287.53 9
Engg 1,852.66 613
Motor 195.54 2,278
Health 1,258.83 190
Aviation 114.99 15
Liability 89.08 84
Special Contingency 10.22 13
Others 3,206.03 47,898
TOTAL 19,131.98 79,554
10 Bajaj Allianz
Fire 4,245.91 14,784
TIAR 862.13 457
Cargo 653.36 7,959
Hull 0.14 1
Motor 15,224.33 6,03,726
Engg 1,659.15 1,787
Health 893.41 13,537
Aviation 57.17 10
Travel 829.17 61,131
Special Contingency 392.33 632
Others 1,094.93 28,846
TOTAL 25,912.03 7,32,870
11 Cholamandalam
Fire 459.69 405
Cargo 11.39 144
Engg 84.89 36
Motor 149.57 11,428
Health 65.49 827
Liability 14.13 20
Crop Insurance 0.57 1
Others 23.90 577
TOTAL 809.63 13,438
12 HDFC Chubb
Motor 598.00 10,783
Personal Acc. 1.79 4
Others 2.69 7
TOTAL 602.48 10,794
GRAND TOTAL 12,54,548.83 #86,09,240

N/A : Not available
*Break-up not available
# Does not include No. of policies for New India, National, United India
Companies at serial Nos. 11 and 12 began their operations in October 2002.

Fake TPAS

The IRDA has expressed concern over cases
where some institutions which have not
registered themselves as Third Party
Administrators - Health Services (TPAs) under
the regulations are reported to be offering
assistance in the development of medical
insurance schemes.

What is more worrisome is the fact that some
of these organisations seem to have the
support of insurance companies.

The IRDA has issued a warning that the
insurers, by aligning themselves with these
unlicensed organisations, would be
compromising their interest. Moreover, it has
pointed out that any agreement with an
unlicensed organisation to act as a TPA in
those areas of work which have been allotted
to be done by the TPA would be outside the
scope of the provisions of the Act and the
regulations and that the insurers as well as
such unlicensed ‘service providers” would
attract penalty from the Authority.

The IRDA has also reminded insurers of their
obligation of filing with the Authority the
agreements they have concluded with licensed
TPAs under the IRDA (Third Party
Administrators-Health Services) Regulations.
Some insurers have not yet done so and in
other cases the Authority feels that the
documents require clarity and that the
coverage in the agreement is not to the extent
it has to be.

The purpose of this requirement was for the
Authority to know the exact scope of work
which an insurer has entrusted to the TPA or
the jurisdiction in which the TPAs act on behalf
of the insurers.

Hence the insurers and the TPAs are now
required to see to it that the agreements
entered into bring out clearly the scope of the
work the TPA is to carry out in various areas
and be aware of their obligations under the
regulations.
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BRASS TACKS

Budget & the Single Premium Policy

R. Anand

The Finance Bill

2003-04 has
g 1 Vv e n
considerable
importance and
thrust to the
subject of
insurance. Apart
from a novel
social security
scheme, the Varishta Bima Pension
Yojana, articulated by the Finance
Minister in his speech, it has also
addressed the issue of taxing the Single
Premium Policy (SPP) which has
become a popular scheme in the market
place now.

Basically premium paid in respect
of life insurance is entitled to tax rebate
under Section 88 of the Income Tax Act
(the Act). This rebate is available for
individuals & Hindu undivided families
(HUFs) at an amount equal to 20 per
cent, from the income-tax payable
subject to certain conditions specified in
the section.

One of the items dealing with tax
rebate is the subject of insurance and
the provision allows a tax rebate in
respect of any sums paid or deposited
in the previous year by the assessee.

(i) to effect or to keep in force an
insurance on the life of persons
specified in sub-section (4);

(it) to effect or to keep in force a contract
for a deferred annuity, [not being an

annuity plan referred to in clause
(xiiia)], on the life of persons
specified in sub-section (4);

As the section stands, there is no
quantum limit prescribed in respect of
the premium paid in relation to the
overall sum assured.

The Finance Bill 2003-04 targets the
SPP and has proposed that wherever
premium on any insurance policy other
than a contract for deferred annuity
exceeds 20 per cent of the actual capital
sum assured, the qualifying amount for
tax rebate will be limited to 20 per cent

—

While there may be some
rationale in restricting the
tax rebate to 20 per cent
of the capital sum
assured, it 1s harsh to tax
the entire proceeds on
maturity as taxable in the
hands of the policy holder.

of such capital sum assured. It has also
made it clear that in calculating any
such capital sum, no account shall be
taken.

(i) of the value of any premium agreed
to be returned, or

(i) of any benefit by way of bonus or
otherwise over and above the sum

actually assured, which is to be or
may be recetved under the policy by
any person.

The memorandum explaining the
provisions on this subject states:

Under the existing provisions
contained in Clause (10D) of Section 10,
any sum received under a life insurance
policy, including the sum allocated by
way of bonus on such policy, (other than
any sum recetved under a policy for the
medical treatment, training and
rehabilitation of a handicapped
dependant under Section SODDA or any
sum received under a Keyman
insurance policy), is exempt.

Under the existing provisions of
Section 88, a deduction from the
income-tax payable is allowed to an
individual or a Hindu undivided
family (HUF), in respect of any sum
paid or deposited in schemes such as
PPF, GPF and NSC, and as insurance
premia. The deduction is allowed at
specified percentage of such sums.

Insurance policies with high
premium and minimum risk cover are
similar to deposits or bonds. With a view
to ensure that such insurance policies
are treated at par with other investment
schemes, it is proposed to rationalise the
tax concessions avatlable to such
policies. It is therefore, proposed to
substitute the Clause (10D) of Section
10, so as to provide that the exemption
available under the said clause shall not
be allowed on any sum received under

HOW THE PROPOSED TAX AFFECTS RETURNS ON A SINGLE PREMIUM POLICY

Age Group 18 to 59 years 60 years and above
Period 5 year plan 10 year plan 5 year plan 10 year plan
Sum Assured 30000 30000 30000 30000
Single Premium-at inception -29505 -27663 -29482 -27650
Maturity Benefit 40147 53725 40147 53725
Returns %

If investor is not subject to tax 6.35 6.86 6.37 6.87
If there is no tax on maturity proceeds 16.36 13.54 16.40 13.51
Assuming a 31.5 per cent tax 9.28 10.02 9.30 10.03

The above working is for Bima Nivesh with benefits worked out on the basis of

Guaranteed Additions at Rs. 60 per thousand only as Maturity Benefit and not as a Death benefit.




an insurance policy in respect of which the
premium paid in any of the years during
the term of the policy, exceeds twenty per
cent of the actual capital sum assured.
However, any sum received under such
policy on the death of a person shall
continue to be exempt. It is also proposed
to clarify that the value of any premium
agreed to be returned or of any benefit by
way of bonus or otherwise, over and above
the sum actually assured, which is to be
or may be received under the policy by any
person, shall not be taken into account for
the purpose of calculating the actual
capital sum assured under this clause.
The new prouvision also provides that the
amounts received under sub-section (3) of
Section 80DD, shall not be exempt under
this clause.

Itis also proposed to insert a new sub-
section (24) in Section 88 which seeks to
prouvide that the deduction in respect of
the sums paid or deposited as premium
under an insurance policy shall be
available only on so much of the premium
or other payment made on an insurance
policy, other than a contract for a deferred
annuity, as is not in excess of twenty per
cent of the actual sum assured.

It is also proposed to clarify that the
value of any premiums agreed to be
returned or of any benefit by way of bonus
or otherwise, over and above the sum
actually assured, which is to be or may
be received under the policy by any
person, shall not be taken into account
for the purpose of calculating the actual
capital sum assured under this clause.

At present, Section 10/(10D) of the
Act exempts any sum received under a
life insurance policy including the sum
allocated by way of bonus on such policy
from income tax. In 1996 it was made
clear that any sum received under
Keyman insurance policy will not be
entitled to the exemption. Finance Bill
2003-04 provides that the exemption
under Section 10/10D will not apply in
respect of, among other things:

any sum received under an insurance
policy in respect of the premium paid in
any of the years during the term of the
policy exceeds twenty per cent of the
actual capital sum assured.

While there may be some rationale in
restricting the tax rebate to 20 per cent of
the capital sum assured, it is harsh to
tax the entire proceeds on maturity as
taxable in the hands of the policyholder.
(See table for a sample case).

As the wordings in the proposed Bill
stand, even premiums paid on which no
tax rebate is allowed will be subject to
tax on maturity which cannot be the
intention of the proposal. At best only the
portion relatable to the excess of the
proceeds over the sum assured should be
subject to tax on maturity.

Insurance 1s a contract
between the insurer and
the insured who takes into
account the tax at the
time of concluding the
deal. Any abrupt change
in the taxation pattern
will upset the economics

of the decision.

Reports indicate that the
Government is reconsidering the issue
of taxing the maturity proceeds in
entirety and hopefully some
amendments will be moved during the
debate in the Parliament.

SPP as a business product has made
considerable progress in the last couple
of years. During the period upto
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January 2003, the private players in the
insurance business have put through
40,881 policies, garnering a premium of
Rs.234.26 crores and sum assured of
Rs.353.65 crores. As against this, LIC
underwrote 2,53,625 policies at a
premium of Rs. 227.29 crores and sum
assured of Rs. 284.45 crores.

Insurance is a contract between the
insurer and the insured. The insured
avails of the product taking into account
the position of taxation at the time of
concluding the deal and the pattern of
tax savings he will be getting over a
period of time. Any abrupt change in
the taxation pattern will completely
upset the economics of the decision
making process.

The proposal in the Finance Bill to
restrict the quantum of rebate under
Section 88 and also to tax the proceeds
on maturity in respect of SPP products
can be construed as a breach of
promissory estoppel.

It is earnestly felt that the proposed
amendment with suitable modifications
as mentioned above should be made
applicable only in respect of policies
taken on or after April 1, 2003. This
will protect the benefits of the insured
who have availed SPP products in the
current year.

The author is General Manager,
Corporate Affairs, Sundaram Finance
Limited. The views expressed here are
his own.
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NEWS BRIEFS

TP liability even if
driver’s licence fake

The Supreme Court has ruled that
an insurance company which has
issued a Third Party (TP) liability
policy has to pay compensation to the
victims of a road accident even if the
driver of the vehicle which meets with
an accident had a fake driving licence.

The ruling was given by a bench
comprising Justice S. N. Variava and
Justice B. N. Agrawal, while imposing
a cost of Rs 20,000 on United India
Insurance Company Ltd. for filing
‘unnecessary appeals’ to deprive the
claimants of compensation.

The insurance company had taken
the stand that it was not liable to
pay compensation to the third party
accident victims on the ground that
the driver of the vehicle had a fake
licence.

The bench categorically stated that
insurance companies could not
disown liability in such cases as that
would negate the very purpose of
mandatory TP insurance which is a
social security measure meant to
help innocent victims of road
accidents.

General insurers have been losing
heavily on account TP insurance
which has no cap on liability and
where claims and court awards have
been unfavourably high.

Megacities hazard index

Munich Re, one of the largest reinsurance companies in the world, has come out
with a natural hazard index for megacities which lists the 50 largest metropolitan
areas and quantifies their risk potential for all natural hazards including the
vulnerabilities (to terrorist risk) and concentrations of values (of insurance cover).

Topping it is Tokyo-Yokohama followed by San Francisco and Los Angeles all with
index figures of over 100 while Mumbai comes in with about 5 and Delhi with 1.6.

The index is significant because, according to the United Nations, the urbanisation
of the earth is progressing at a rapid pace. In 1950 just under 30 per cent of the
world’s population lived in urban areas, today it is over 50 per cent. Moreover,
megacities have enormous dimensions nowadays (Tokyo-Yokohama has about 35
million inhabitants, New York about 22 million, Sdo Paulo about 20 million,
Shanghai about 14 million). Cities are continually spreading into highly exposed
areas, such as zones threatened by floods or forest fires.

The megacities index reflects the hazard and vulnerability of the world’s main
agglomerations and, for the first time, provides a basis for realistic comparison
since insurance penetration is known in these areas and an estimate can be made
of probable insured losses in these areas.

Megacity Population Total Risk index components
(Millions) | Risk Index | Hazard Vulnerability | Exposed Values

Tokyo-

Yokohama 34.9 710 10.0 7.1 10.0
Los Angeles 16.8 100 2.7 8.2 4.5
New York 21.6 42 0.9 5.5 8.3
London 12.1 30 0.9 7.1 4.8
Paris 11.0 25 0.8 6.6 4.5
Mumbai 18.2 5.1 0.8 8.6 0.7
Bangalore 8.0 4.5 0.3 8.4 1.6
Calcutta 15.9 4.2 3.2 9.5 0.1
Singapore 4.0 3.5 0.3 7.1 1.9
Delhi 17.2 1.6 1.2 7.8 0.2

Early renewals: IRDA says no, corporates want it

Corporates have opposed the IRDA
directive of March 11 warning insurers
against allowing renewal of cover before
the due date and have requested IRDA
to withdraw the circular saying that this
matter was beyond the authority of the
insurance regulator.

The IRDA had directed insurance
companies not to allow companies to
renew their insurance policies before the
due date following reports that many

companies were planning to advance the
renewal ahead of April 1 to avoid the
higher, eight per cent, service tax on
insurance premiums proposed in the
Budget for 2003-04.

Most fire policy renewals, which
account for the bulk of the premium
expenses of corporates, are scheduled
for April 1, the start of the financial
year, for operational convenience. And
this is the time when final negotiations

are being conducted or have just been
concluded for renewals.

The companies have taken the stand
that the insurance regulator does not
have the power to prevent them from
renewing covers before time unless
amendments are made to the fire tariff.
The tariff allows for premature renewal
of policies provided the insured makes
out a case of it, typically relating to a
change in accounts closing date.



Response to VRS

The Voluntary Retirement Scheme (VRS)
that just concluded in the four public
sector general insurance companies has
seen about 12 per cent of the 11,500 strong
Development Officer force opting to leave
their companies with an exit package
while another 20 per cent has preferred
to move over to the administrative side of
marketing.

The maximum number opting for moving
to administration was from eastern India.

The cut-off date for applications for VRS,
which would automatically be accepted,
was originally March 3.

The date from which those opting for the
VRS would be relieved is not final and the
mode of settling VRS dues will be decided
by individual companies.

The idea behind the VRS was to prune the
overhead commitments of the companies
in maintaining this in-house marketing
force and to retain the option of having
some of them work as agents or brokers
so that the business could be retained by

the company. Also in future, marketing
remuneration would move from being just
revenue-based to profitability of the
portfolio in order to encourage better
quality business being written, it is
understood.

The Development Officers who have opted
for VRS can become agents of any of the
four general insurance companies in the
public sector and their representative
bodies are learnt to be pressing for a waiver
of the 100 hours training requirement for
agency licence on the basis that they have
long years of experience in the industry.

This scheme also frees company resources
to start utilising the services of brokers
and corporate agents and to bring the
management expenses ratio to within 19.4
per cent of the premium income as
required by Section 40 C of the Insurance
Act, 1938.

The General Insurance Public Sector
Association (GIPSA), which co-ordinated
the VRS scheme for the four companies is
working on a proposal for a VRS for Class
IV and Class I as well.

Compliance Certificate

The IRDA, in an effort to get a true and fair
picture of the investments of insurance
companies has asked that they file a
certificate on a quarterly basis stating the
nature and extent of encumbrances, if any,
on their investment portfolios.

This Compliance Certificate, under Sections
28(2A) and 28(2B)/ 28B(3) of the Insurance
Act, 1938, is to be filed along with other
investment returns. The certificate has to be
from the Custodian who is holding such
securities on behalf of the insurer and has
to state that they are free of encumbrance,
charge, hypothecation or lien at the end of
the quarter.

The insurer has to forward this certificate to
the IRDA at the end of the financial year
along with a certificate from the Custodian
mentioning the amount as certified by the
insurer is free of encumbrance, charge,
hypothecation or lien.

NEWS BRIEFS

LIC looking at insurance for

HIV-infected women

Life Insurance Corporation of India (LIC),

which launched a new policy exclusively for
women, ‘Jeevan Bharati’, is looking at
extending insurance cover to HIV-infected
women under this policy. Jeevan Bharati is
a money back policy for women, with critical
illness benefits.
The company will need national level data
on AIDS/HIV infection and relevant
statistical information to take any decision
on extending insurance cover to women
affected by this disease.

NEW INSURANCE COMPANIES

The IRDA has granted in-principle
approval to the Agricultural Crop
Insurance Corporation (ACIC).

ACIC with a capital of Rs. 200 crore, has
GIC as the principal shareholder with a
35 per cent stake. The four public sector
general insurers together hold a 35 per
cent stake and the balance is held by the
National Bank for Agriculture and Rural
Development (NABARD).

The IRDA has also granted in-principle
permission to the Sahara Group to enter
the life insurance business, subject to the
latter fulfilling some regulatory
requirements.

SBI Life covers

personal loan borrowers

wheeler loans and auto loans.

holder.

SBI Life Insurance Company has tied up with GE Countrywide and Maruti
Countrywide to provide life insurance cover against personal loans, two-

R. Krishnamurthy, MD and CEO, SBI Life, said that creditor protection
policies are the best way of ensuring the financial protection of family
members as they take away the burden of repayment of outstanding loan
amounts in case of death or total permanent disability of the primary loan

SBI Life already has creditor protection schemes in place for outstanding
payments against credit cards (for SBI card holders) and housing loans
(SBI housing loans and Sundaram Home Finance customers).

irda Journal, April 2003
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$ 13.5 billion disaster bill in 2002

made losses totalled $ 2.1 billion. This

Natural catastrophes and man-made
disasters cost non-life insurers $ 13.5
billion in 2002.

Property losses were below the long-
term average, according to Swiss Re
sigma statistics which started in 1970.
Flood losses, however, cost insurers a
record $ 4.1 billion. Floods are posing a
growing challenge to the insurance
industry and the state.

According to Swiss Re’s latest sigma
study, Natural catastrophes and man-
made disasters in 2002, cost insurers
$ 13.5 billion worldwide $ 1.5 billion
more than the provisional sigma
estimate of December 2002. The
increase was mainly due to higher storm
losses, which totalled $ 6.7 billion.
However, the annual loss burden on
insurers was substantially down from
$ 35 billion in 2001. While natural
catastrophes in 2002 caused the

marks the return of natural
catastrophes outweighing man-made
disasters, a trend which was only
broken in 2001, due to the September
11 terrorist attack.

Floods caused record losses in 2002,
costing insurers worldwide $ 4.1 billion.
$ 3.2 billion of this amount was due to
the two flood events in Europe during
the summer. The previous records for
flood losses also stem from the recent
past: $ 2.9 billion in 2000 and $ 2.7
billion in 1993. The economic losses
caused by the floods are significantly
higher than the insured losses: sigma
estimates that the two European floods
alone triggered an economic loss of
$ 15 billion.

These figures show that some countries
are underinsured against flood losses.

comprehensive flood cover is a major
challenge. A carefully balanced private-
public partnership could be in the best
interests of the public and private
sector.

The terrorism threat still exists,
nevertheless potential insured losses
are considerably reduced.

For property insurers, threat scenarios
still include terrorism, and September
11 gave the public a clear reminder of
its ominous dimensions. In 2002, the
attacks on Bali and Djerba further
proved that international terrorism is a
lurking threat. However, potential
insured losses have been reduced
considerably for private direct insurers
and reinsurers. Terrorism cover has been
restricted, and some markets have
introduced new types of cover, eg the US,
Germany and France, in which the state

majority of losses, $ 11.4 billion, man- Developing and introducing carries a substantial share of any loss.
The five most costly insured losses in 2002 The five worst catastrophes in terms of victims in 2002
Insured |Total| Date Event Country Victims Date Event Country
Loss Loss| (start) (dead and| (start)
(in $ bn) missing)
3.2 15.0 | 31.07.2002 | Flood (2 events) Europe 2000 27.02.2002 Social unrest India
1.7 - [27.04.2002| Spring storm, US after arson on train
tornadoes 2000 25.03.2002 Earthquake Afghanistan,
0.8 - 126.10.2002| Storm Jeanett |  Europe (6.0 Richter scale) Palistan
0.7 2.0 [21.09.2002 | Hurricane Lili |Caribbean, US L8 26.09.2002 | Ferry Le Joola capsizes Gémbla
05 - 14.09.2002 | Tropical storm 1500 01.12.2002 Cold wave India et al
Isidore Caribbean, et al 1460 27.01.2002 | Explosion in munitions Nigeria

Malaysia’s mandatory national health insurance

Malaysia is introducing a national
health insurance scheme and citizens
will soon have to make mandatory
monthly contributions to it.

The contribution amount has not yet
been decided but there is likely to be a
ceiling for high-earning contributors
and those earning below a certain
income would not have to contribute.

The scheme is being positioned as one
that takes into account the paying

capacity of those who can afford it and
where the needs of the disabled, poor,
elderly, government servants and
retirees would be taken care of by the
government.

Under the scheme — which is still
awaiting approval from relevant
authorities — the members would be
able to seek treatment at any medical
facility, private or public.

The need for the scheme was felt

because of increasing healthcare costs,
consumer expectations and the current
imbalance of facilities and services
between the public and private
healthcare system in that country.

A National Health Financing Authority
(NHFA), wholly-owned by the
Government and run by the Health
Ministry, would manage the scheme
and the Government would introduce
the basic packages which could include
secondary care, out-patient treatment
and preventive care such as
immunisation and oral health.




US employees may have to
pay more for health cover

Large and small businesses in the US
may have to pass more of the costs for
health insurance coverage along to their
employees considering the way
premiums are rising.

According to a report based on a
national survey of 600 large and small
businesses, while American businesses
remain committed to providing
employer-sponsored health insurance,
92 per cent say they are likely to
increase the amount that their
employees pay for health insurance
premiums next year.

The business survey shows that
companies of all sizes expect health
insurance costs to jump an additional
18 per cent over the next year. This
comes on the heels of an increase of
approximately 14 per cent in 2002. And
businesses do not foresee relief any time
soon. According to the survey,
businesses predict a 17 per cent average
increase per year in their healthcare
costs for the next five years.

The survey also shows that:
m More than 70 per cent of employers

say the number of uninsured will
grow in the next decade.

m Nearly all businesses say employees
will be expected to pay more for their
health insurance premiums,

deductibles and co-pays next year
and for the next five years.
Nevertheless, companies expect to
bear the bulk of the anticipated cost
increase, passing on just one-fourth
of the cost increases to employees.

s To cope with the rising costs, 45 per
cent of employers say they will
reduce employee health benefits over
the next five years.

= Just four per cent of businesses say
they are likely to drop employee
healthcare coverage entirely next
year. But if faced with rising costs
for the next five years, businesses are
increasingly likely to drop coverage,
especially if it is a small business
that has fewer than 50 employees.

Research shows that being uninsured
takes a serious toll on men, women and
children. Uninsured men are nearly
twice as likely to be diagnosed with
colon cancer at a later, more dangerous
stage than are men with insurance.
Uninsured women with breast cancer
are twice as likely to die as insured
women with the same disease.
Uninsured children are 70 per cent
more likely than insured children not
to receive medical care for common
childhood illnesses such as ear
infections.

UK regulator eyes non-life insurance

Britain’s financial super-regulator, the Financial Services Authority, in another step
towards taking over the regulation of mortgages and general insurance products asked
lenders and insurers for their opinions on a set of draft rules.

The FSA will take over supervision of firms that lend, sell and advise on mortgages
on October 31 next year. From January 14, 2005, the FSA will also assume control of
insurance products like car and health cover.

“The Treasury has brought general insurance into the scope of FSA regulation in
order to implement the Insurance Mediation Directive (IMD), which sets common
minimum standards across EU countries for....the sale and administration of

insurance,” the FSA said in a statement.

“It (the Treasury) had previously announced that mortgage lenders, administrators
and intermediaries would be regulated by the FSA.” The FSA has put together a set
of proposals covering how mortgage and general insurance firms should operate and
how much cash they should hold to ensure solvency. Companies have until June 13 to

comment.

NEWS BRIEFS

Life Insurance Sales Up

Across the Board in 2002

Limra International’'s quarterly survey has
revealed that individual life insurance sales
increased across the board in the US market in
2002, with gains in annualised premium (3 per
cent), face amount (12 per cent) and number of
policies (1 per cent.)

In a press release from Limra, its Vice President
and Head of Product Research, Ms. Elaine
Tumicki has said that while this is “not dramatic,
this is the first indication of a turnaround in
individual life insurance policies sold in 19 years.”
Industry-wide results that will be available in
mid-year are expected to confirm the positive
sales trend for 2002. Annual sales of policies have
been in decline since 1984.

Fixed products continue to drive sales growth with
universal life (UL), which is a unit-linked product,
leading the way. After slowing down in the third
quarter, UL annualised premium jumped back up
in the fourth quarter with a growth rate of 46 per
cent compared with the same quarter of 2001. UL
represents 28 per cent of premium for 2002, the
highest share for UL since 1986.

Annualised term premium for the year is up 13
per cent, exceeding industry expectations. Whole
life ended the year with a 13 per cent increase
over 2001, the first time since 1990 that whole
life has recorded double-digit growth for the year.

Variable life (VL) and variable universal life (VUL)
— which are equity-linked annuities - declined
compared to the same quarter prior year for the
seventh consecutive quarter. Annualised premiums
in 2002 for variable life products were 24 per cent
lower than in 2001. The variable product share of
life sales has tracked closely with trends in the stock
market over the last several years.

Survivorship life annualised premium was down
five per cent for the quarter (compared to fourth
quarter 2001) and 12 per cent for the year. The
fourth quarter declines were driven by variable
products. Both UL and whole life increased
compared to fourth quarter 2001.

Limra International which used to be called Life
Insurance Marketing and Research Association,
is a worldwide association providing research,
consulting and other services to nearly 850
insurance and financial services companies in
more than 60 countries. Limra was established
in 1916 to help its member companies maximize
their marketing effectiveness.

irda Journal, April 2003
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Testing Vehicle Satety

The Insurance Regulatory and Development Authority (IRDA), in association with Concert,
the Chennai-based Centre for Consumer Education, Research, Training and Testing, is planning
to put up a vehicle safety testing centre. The facility, modelled along the lines of the Consumer
Association Research and Testing Centre (CARTC), in the UK and Consumer Union of the US,
will work in the areas of consumer testing of vehicles, safety education and training.

As a first step to this a workshop on vehicle safety and testing was conducted by the IRDA
and Concert at Chennai on March 21-22. It was attended by about 60 delegates from various
vehicle manufacturers and insurers and had presentations by Mr. Mike Monk, Director, CARTC,
of the US, Mr. Aloke Prasad, and Mr. Chris Evans formerly of the Consumer Association of
the UK. Mr. B. Bhanot, Director, Automobile Research Association of India (ARAI), Pune,
spoke about vehicle testing for safety.

Workshop participants discussed various aspects of vehicle safety design, consumer
Mr. Venu Srinivasan, Chairman, awareness and education and also issues relating to insurance costs and submitted their views.
Sundaram Clayton Limited, delivers the  \fy. Chrig Evans, who has been associated with the Consumer Association, the UK and with
inaugural address at the two-day . L, . 10 .
Workshop on Vehicle Safety and Testing ~ ©diting the association’s magazine, Which? for over 25 years, has been retained as consultant

conducted by the IRDA and Concert at  and would advise the IRDA and Concert on the shape and scope of such an institute.
Chennai on March 21 and 22.

Speaking at the workshop, Mr. S. Ramakrishnan, Secretary, Department of Consumer Affairs, Government of Tamil Nadu,
said that the State Government would provide support in the form of the necessary lands for the project. Chennai, it is thought,
would be the ideal location for such a facility given the large automobile and accessory industry located in and around the city.

Mr. Venu Srinivasan, Chairman, Sundaram Clayton Limited, who delivered the inaugural address said that vehicle safety
design are much neglected areas in India though we have a very large vehicle population here. With the fourth highest accident
rate in the world in 1997 we still topped the list of nations in the number of fatalities which stood at 75,000. In 1999 the number
of road accident fatalities in India stood at over 88,000.

Homologation and Certification systems, though well developed in India, still do not cover adequate crash testing facilities
and, as far as fitness inspections are concerned even elementary things like testing for braking and other safety systems were
poorly developed in India. Things would only get worse, he said, when high-speed corridors like the Golden Quadrilateral were
commissioned, and vehicle safety design standards should catch up with world standards soon.

Sundaram Clayton, he said, had the country’s only
testing track for anti-locking brake systems (ABS), on
which Rs. 20 crores had been spent and an additional equal [FEERSSEEES
amount would be spent. This track would be made available
to Concert to test vehicle safety.

dbrd & nErern

rubar diw
Speaking on the occasion Mr. R. Desikan, Trustee, = il

Concert, said that product recalls of vehicles with defective
parts was unheard of in India while recall directories ran
into something like 200 pages in a technologically advanced
market like the US.

“Does this mean that there are no defective vehicles or
parts in India?” he asked, underlining the lack of awareness
and enforcement of safety standards in the country.

A CD to spread awareness of the necessity of wearing _'
ISI-certified helmets by two-wheeler riders to reduce :
accident impact and fatalities, produced by Concert, was
released on the occasion. K

—
E |

Mr. S. Ramakrishnan, Secretary, Department of Consumer Affairs, Government
of Tamil Nadu, releases the CD on Helmet Wearing for Two Wheeler Safety and
Mr. Venu Srinivasan, Chairman, Sundaram Clayton Limited, receives the first
copy during the vehicle safety workshop. Mr. N. Rangachary, Chairman, IRDA,
is also seen in the picture.
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Yogakshema, the corporate house journal of the Life Insurance
Corporation of India (ILIC), won the best house magazine award from
the Public Relations Society of India (PRSI), Hyderabad Chapter.

The competition for house journals received 40 entries from all over
India from public and private sector organisations. LIC, South Central
Zone, Hyderabad’s house magazine, ‘Sagar’ also won a
certificate of merit.

S
Mrs. Swarna Prabha Sukumar, Regional Manager (PR & Publicity) of LIC, Hyderabad
Zone receives the award on behalf of Yogakshema from Mr. Tammineni Sitaram, Minister
for Excise and Prohibition, Government of Andhra Pradesh. Also in the picture is
Mr. N. L. Narasimha Rao, Chairman, PRSI, Hyderabad Chapter.
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YOU SAID

Dear Editor

I received information about the IRDA from my insurance agent and found that
it is the only and correct place where I can get my query cleared.

I have gone through many insurance plans available in the market from LIC
and from private companies who have just come in.

What is the security of my funds? Will these private companies exist till the time
I receive my maturity money? In case the company I am buying any insurance
plan from quits the insurance business, what happens to my money paid as
premiums till that date?

I am sure you will help me with answers to my questions.

As such what I have found is agents are just behind their business and don’t
actually care about what the customer wants. They don’t even try to tell me
which plan is suitable for me.

I would not only be thankful, but it also will be my pleasure to have a reply from
your side.

Shashank Harshe
Wadi, Baroda-390 017.

All insurance companies are registered and their registration renewed annually by the
IRDA after they fulfil stringent capital and other financial requirements.

Insurers can invest policyholders’ funds only according to strictly laid down norms which
are geared towards the security of funds. They also have to maintain solvency standards
according to IRDA regulations. These aspects of financial stability are monitored by the
IRDA on an ongoing basis including through onsite inspections.

As such the IRDA's responsibility is to ensure the protection of policyholders’ interests by
monitoring and ensuring the financial strength of all registered insurers. The IRDA achieves
this end through various mechanisms and actions that will act as early warning systems to
potential failure.

In the event of a company heading towards failure, a scheme of merger would be devised
by the regulator so that one of the other insurance companies would take over and
discharge the liabilities of the ailing company. In the event of a failure, policyholders’
funds will be distributed in an equitable manner as per the law, and their claim will take
precedence over that of shareholders’.

I have received two issues of IRDA Journal. The contents and printing are
informative and beautiful.

It would be good if the IRDA initiates the introduction of a health insurance
policy whereby health cover is provided for a longer period of time like a life
insurance policy instead of one which is being renewed year after year where
the insurer also has option to discontinue at his will.

Health insurance should be available as a long-term contract. It is more so because
once a person starts needing it, he may be refused cover by an insurance
company.

YK Gupta
1-Kha-19, Jawahar Nagar
Jaipur-302 004.

We thank you for including our address
in your mailing list. I find the journal
to be very interesting and useful.

It is suggested that you may allot one
page in the Journal every month
exclusively to publish any modifications
to the regulations made by IRDA. A
point in question is as follows :

As per the Regulations made by IRDA
for licensing insurance agents, it is
mandatory for anyone who desires to
take up insurance selling to undergo
100 hours training and pass an
examination to be conducted by the
Insurance Institute of India (III),
Mumbai.

But the regulations also provide
exemption to certain categories of
qualified persons from the 100 hours
training and prescribe only 50 hours
training for them. The list of such
qualified persons includes Chartered
Accountants, Cost Accountants,
Company Secretaries, Fellows of the I1T
and F.I.LAs and F.A.S.Is.

We understand that the IRDA has
recently added two more qualifications
to the above list viz. (1) Engineering
Graduates (B.E. or B.Tech.) and

(2) C.A.L.L.B. prescribing only 50 hours
training to persons holding any of these
two qualifications also. When we looked
into the relevant regulation on your
website, no such addition was found to
the list of qualifications.

Will you please confirm whether such a
modification has been made to the
regulation by the IRDA.

M. Viswanatha Rao
Associate Director

Subodha Institute of Insurance
Education & Training,
Hyderabad

We do publish changes in regulations as and
when they take place. We also keep readers
abreast of changes in rules.

As for your specific query on the waiver of 50
of the 100 hours training and the additions of
new categories eligible for waiver, the answer
is no. There have been no such additions to
the list. The regulations on the website are kept
always updated so you can go by that.



We are formulating detailed guidelines
for quick settlement of claims by the
state-run general insurers... It is
necessary to settle claims if the industry
is to create faith and confidence in the
minds of the public.

Minister of State for Finance, Mr. Anandrao Adsul,
speaking about pending motor claims.

I have never come across an industry as
paper-bound as the London insurance
market, and | have to say that it even

surpasses the Civil Service in its volume of
paper. It’s odd to think that the

. X Four years ago we took contrarian
fundamentals of the insurance industry positions in four major areas: to stay focused
have changed so little since the days of -
Edward Lloyd’s coffee shop. life insurance when others were venturing into
other financial services; to maintain our career
Lord Peter Levene, Chairman,

agency system when some claimed it was too
expensive; to remain a mutual when others
were going public; and to go global when

others feared the risk. All four of these

decisions are paying off. In a year of sales

and earnings duress in our industry, New York
Life set records for both operating earnings

and life sales.

Lloyd's of London, on technology.

Sy Sternberg, Chairman and CEOQ,
With the landmark announcement New York Life

(of the Universal Health Insurance scheme
in the Budget 2003-04), we expect as many
as 40-45 per cent of the population to avail

a health cover in the medium term itself,

with the figures going up subsequently.

While this move is significant on the health
insurance front, we believe that mandatory

health insurance is the complete solution

and the nation

. . No doubt competition is one factor
must opt for it at the earliest. which is driving us these days.
. We cannot be complacent now...
Dr. Prathap C. Reddy., Chairman, Competition is not the only factor. During
Apollo Hospitals

this period, stock markets were in bad
shape and interest rates were falling....
there was no other suitable and safe

investment avenue.
We don’t provide (board members) with

officers’ and directors’ liability insurance.
Basically, we want the behavior of our
directors to be driven by the effect their
decisions will have on their
family’s net worth.

Mr. S. B. Mathur, Chairman, LIC

Mr. Warren Buffet, CEQ, Berkshire Hathaway Inc., which itself is
an insurer for other companies’ D & O risks.
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April 6 —8, 2003
Venue: Baltimore, Maryland
The Annuity Conference
This annual spring conference is by LOMA, LIMRA International
and the Society of Actuaries. Over 400 financial
services professionals meet o discuss important issues related to
income annuities, qualified plans, product design, product
management, conservation and about everyday issues that affect
the annuity professional.
Bonus — Registered attendess of The Annuity Conference can
also attend sessions at The Pension Conference at no additional
charge.

April 6 —8, 2003
Venue: Baltimore, Maryland
The Pension Conference
LIMRA is joining forces with LOMA and the Society of Actuaries to
organise this comprehensive conference dealing with the
marketing, sales, operations and development of pension plans.
The Pension Conference provides the latest information and ideas
that can be implemented right away.
Bonus — Registered attendees of The Pension Conference can also

atfend sessions at The Annuity Conference at no additional charge.

April 6 —10, 2003
Venue: Chicago
415t Risk and Insurance Management Society (RIMS)
Annual Conference.
Theme: “Specialist solutions in the face of shifting risk.”

April 7—11, 2003
Venue: Kathmandu
Financial Stability Forum’s Regional workshop with SEANZA.
Topic: Risk Management: Consolidated Supervision

April 15— 16, 2003
Venue: Mumbai
4th Conference on Bancassurance, Wealth Management &
Alternative Distribution Channels by Asia Insurance Review
Leveraging on Distribution As a Key Driver To Get Ahead

May 7 — 8, 2003
Venue: Taiwan
Conference on Catastrophe Insurance in Asia by Asia Insurance Review
Seeking Real Solutions to CAT Exposures in Asia

May 59,2003
Venue: Beirut
Financial Stability Forum’s Special Seminar with the World Bank
Topic: Anti-Money Laundering

May 7 -9, 2003
Venue: New Mumbai
Actuarial Society of India (ASI) in collaboration with
English Matthews Brockman (EMB), General Insurance
Actuaries and Consultants, the UK, is organising a General
Insurance Actuarial Training programme.
Appointed Actuaries in general insurance companies, senior
and middle level staff of general insurance companies
dealing in reserving, reinsurance, MIS etc, IRDA, TAC
officials and Actuarial students inferested in general
insurance are prospective parficipants.
For further details and registration form please contact
Ms Anitha Ravi at anitha@actuariesindia.org

May 19 —23, 2003
Venue: Vienna
Financial Stability Forum: Selected IAIS Insurance Core Principles

May 26 — 30, 2003
Venue: Vienna
Financial Stability Forum: Core Supervisory Issues

May 26 — 30, 2003
Venue: Beatenberg
Financial Stability Forum’s Focused Seminar. Topic: Risk Management

May 27 — 28, 2003
Venue: Singapore
5th Conference on Alternative Risk Transfers by Asia Insurance Review
ART As an Effective Risk Management Tool Today





