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INSURANCE REGULATORY AND

DEVELOPMENT AUTHORITY OF INDIA

(ln the matter of M/S Almondz Reinsurance Brokers Pvt' Ltd subsequently known as

Atmondz lnsurance Brokers Pvt' Ltd')

This order is issued on the basis of the reply of Almondz lnsurance Brokers private

Limited (hereinafter cattei tie broker) to the Show Cause Notice' by its letter dated

17th July 2017 and"'n,nl""iont made during Personal Hearing on 13th September'

2017 at3.00 PM, taf"n uffVfemUer (Non.Life) at the office of Insurance Regulatory

and Development lutnoliti' tt-"ui"' 3'd Floor' Parishram Bhavan' Basheerbagh'

Hyderabad

Ref: IRDA/enf/ord/ons/

Final order

l. Backqrou nd

On site insPection of M/S Almondz Reinsurance Brokers Pvt. was conducted. bY the

AuthoritY during the Period, frorn 10t11t2014 lo 1211112014. The scoPe of lnsPection was

covering the Periods FY 2012 -13 and FY 2013-'14, during which the Broker was an

exclusive Reinsu rance Broker. The lnsP ection findings were communicated to the broker for

their comments on27to2t2015 The broker submitted its comments to the AuthoritY bY its

letter dated 09/03/2015 The broker sub sequentlY registered as a comPosite Broker with

validitY Period from 2910812015 to 2Bl08/2018 and known Almondz lnsurance Brokers

)53
l1'112017

rivate limited. A show cause notice was issued to the broker bY the Authority on

6/06/2017. The b roker submitted its rePlY to the authoritY bY its letter da led 1710712017 ln

ersonal hearing of the broker was conducted on '13l\gt2o17 at IRDA I office. 3'd Floor,

arishram Bhavan, Basheer Bagh, and HYder abad

also present

ll. Cha rqes . Submissions in repl thereof and De cisions

p
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its reply to the show cause notice, the broke r had req uested for the Personal hearing The

p

P

personal Hearing was chaired by Member (Non Life) The personal hearing-was attended

by Mr. Rohit Jain' chairmaf' ;; ;X'; Kumar-suri'.Principal officer; Ms Shweta Gupta'

Company Secretary; of tn" g'oking i;ornp'ny From the side of the Authority in addition to

Member (Non Life); M' P K 
"l;;;tl' "G"nu"r rt/|un'gur' Enforcement; Mr Vikas Jain' Assistant

General Manager' Enforcement and Mr' K Srinivas' AGM' lntermediary department were

complexitY of its business''

The broker was not using

administration and risk m
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Parisharam Bhavan, 3rd Floor, Basheer Bagh, Hyderabad - 500 004. lndia

Q :+9140-2338 1100/300, Fax:+9140-6682 3334

Website : wwwirdai.gov.in

1. Charge 1: Regulation 31 of the IRDA lnsurance Brokers Regulations' 2013 provides that

'thebrokershouldensurethattheirinternalsystemsareadequateforthesize'natureand

any software for reinsurance placement' registration' business

anagement service tne manual system of maintenance of

4
'-/

M



records,riskcomputationandoverallbusinessadministrationareinadequateconsidering
the volume of reinsurance placements and the complexity of the nature of the business'

Violation: The hroker was not having adequate internal systems to handle the

business given the nature and complixity of Reinsurance business transacted, the

Reinsurance Broker was found to viorate Reguration 31 of the IRDA lnsurance

Brokers Regulations, 201 3.

Broker,s Submission: The Broker submitted that initially they had purchased some

softwareformaintainingtheirbusinessrecordsandproperbuslnessadministrationbut
none of that software coutd pass the test of merit and so they were using Excel based

platform. Subsequently they submitted that they stafted using SARB software to take care

of a1 their reinsurance business related needs and further during the personal hearing they

confirmedthatcurrentlytheyarehavingfultyfunctionatsoftwaretotakecareofalltheir
direct and reinsurance business related transactions'

Decision:lnviewofthesubmissionofthebroker,thattheyhavefullyfunctional
softwaretotakecareofalltheirinsuranceandreinsurancerelatedtransactions,the
charge is not Pressed.

2.charge2:ltwasevidentfromthemandategivenbyaCorporateClient(lnsured)tothe
broker,datedoTto2t2ol3'inregardtothedirectinsuranceandotherdocumentsannexed
withtheinspectionreportthatthebrokerhadplacedthedirectinsurancepolicyofthesaid
lnsuredwiththehelpofaforeignbrokerwhichwasnothavingbrokinglicenselnlndiaand
another lndian Broker registerld in lndia to solicit direct lnsurance Business and it had

shared the brokerage with these two entities in regard to an insurance policy of the satd

Duringtheperiodofinspectionandcollectingmandatefromthelnsured(0710212013)'the
Broker was an exclusive reinsurance Broker (having registration No 363) and was not

permittedtosolicitdirectBusiness.Thereforethebrokerhadviolatedregulation2(o)of
IRDA(lnsuranceBrokers)Regulations,2013andPara2ofschedulelunderRegulation4
of IRDA (lnsurance Brokers) iegulations, 2013 by placing the direct insurance business.

ThebrokerhasalsoviolatedP-ara3(b)underScheduleVlA(CodeofConduct)of|RDA
(lnsurance Brokers) Regulations, 2O13 by employing foreign broker not licensed in lndia

(unlicensedentity)forplacingthedirectinsurancebusinessandsharingofthebrokerage
with them.

lnsu red

Violation: The broker violated regulation 2(o) of IRDA (lnsurance Brokers)

Regulations, 2013 and Para 2 of Schedule I under Regulation 4 of IRDA (lnsurance

Brokers) Reg ulations,2013 by placing the direct insurance business and Para 3(b)

under Sched ule VIA (Code of Conduct) of IRDA (lnsurance Brokers) Regulations,

2013 by employing foreign broker not licensed inl ndia (unticensed entity) for placing

the direct insurance busine and sharing of the brokerage with them'

2



Broker,ssubmission:Thebrokersubmittedthattheyhadnotearnedanybrokerageon
the direct insurance policy and they had the mandate from the client (insured) to explore a

combined insurance program for iheir lndian and international assets. For this, the three

partiesmentionedinthemandatewereauthorizedtoworktogetherandtheyhadpaidthe
other brokers, the professional fees'

Decision: rn the right of the mandate (Broker's Letter of Appointment) from the

CorporateClient(lnsureol,.auttrorizingthe.brokerandothertwoentities(oneforeign
broker not registered in riil" 

"na "noih", 
lndian Direct lnsurance Broker) for placing

the Direct Business 
"nO 

oltt"i ao"uments showing the sharing of. brokerage by the

broker to other two "ntitls, 
it i" tr""t that.the broker had placed Direct lnsurance

policy with tnaian tnsuri-n-c" 
-"ornp'ny 

and had shared the brokerage with other

lndianDirectBrokerandaforeignbroker.Henc,e,thebrokerhadviolatedregulation
2(o) of IRDA (lnsurance ;;k;tti i;g'lations' 20.13 and Para 2 ol Schedule I under

Resutation 4 of ;RDA (l;;;;";;; Brikers; Regulations, 2013 bv placing the direct

insurance business artnJ,igh it-*ts registerJd. to procure Reins-urance' business

only. The broker has 
"r.o 'iof't"a 

para 5(U) under Schedule VIA (Code of Conduct)

under Resulation 28 of liDA i;;;t';cl eiokeo) Regulations' 2013' bv emploving a

Foreign Broker (unlic"n."o intityt for placing the iirect insurance business and

sharing of the brokerage with them'

ltisevidentthatBrokerhasfinanciallybenefittedbyindu|gingthe-practicewhichis
not in compliance to d;-';;;;ti;ns as.stated aio'"' A penalty of Rs'5 Lakhs

(Rupees Five Lakhs onlyiisiJrilJ on_tt,".broter for the above violations as per the

iio-nJ"r" ,".t"a in ttre euiioiity under Section 102 (b) of lnsurance Act' 1938'

3.Charge3:ltwasobservedthatthebrokerwasinpracticeofsharingoffices,employees
andotherexpenseswiththeirgroupcompaniesi,e''A|mondzGlobalsecuritiesLimitedand
Armonds rnsurance Brokers. ih"r" *r, separate rental agreement for the office space

visitedbytheinspectionteamwiththegroupcompany-AlmondzGlobalsecuritiesLimited,
however,cleardistinctionoftheofficespaceforthebrokercouldnotbeobservedatthe
premises. Therefore, the accuracy in shaiing of various expenses expressed in the books of

accounts is in question. A copy of rent agreement was examined'

Violation:Asthebrokerdoesnothavenecessaryinfrastructurl'suc-h,5'adequate
office space, equipment ana tiainea manpower to Lffectively discharge irs- activities it

has violated regulation aiit(ii) "f 
IRDA (lnsurance brokers) Regulations' 2013'

Broker,sSubmission:Thebrokersubmittedthatthereiscleardemarcationofspace
between the group 

"orp,ni"t 'nJ 
they have adequate man power and infrastructure and

the sharing of expenses ,irJo" pi" rri" basis for common expenses like electricity water,

Decision: ln view of the submissio
broker is advised to ensure clear
sharing with the grouP comPanies

n of the broker, the charge is not pressed' But.the

demarcation of space and other resources whlle

and maintain an arm's length relationship'
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4.Charge4:AsperRegulation34(b)of|RDA(lnsuranceBrokers)Regulations'2013'the
licensed reinsurance/composite broker should not share more than 50% of the brokerage

withtheforeignbrokerfortheserviceobtainedfromthem,.lnthisregarditwasobserved
that the broker did not have any system to ensure the compliance with the above stated

regulation.

Violation: The broker has not submitted any document in order show the veracity of

itssubmissionandithadnotsubmittedthecopyoftheagreementsoranyfinancial
statements to the inspection team in this regard' ln the absence of any such

documents, it may be deemed the violation of regulations 3a(3) of IRDA (lnsurance

Brokers) Regulations, 2013' Further' after the personal hearing the broker submitted

the transaction level data in this regard'

Broker,s submission: The broker submitted that they have never made any breach of the

aboveregulation'Theyalsosubmittedthattheremittancedocumentundergoesaseriesof
multi layer cheeks to ensure compliance with various regulations Further' during the

personalhearingthebrokerundertooktosubmitthetransactionleveldatainregardtothe
sharing of the brokerage, which was later submitted by the broker.

Decision:lnviewoftheabovesubmissionandincombinationofthedatasubmitted
by the broker, charge is not pressed' However' the broker is advised to ensure the

compliancetotheregulation34(3)oflRDA(lnsuranceBrokers)Regulations'2013'in
this regard.

conduct.

5.Charge5:Fromthesamplepoliciessolicitedby-theinsurancebroker'itwasobserved
that,theBrokerdidnotootainthewrittenmandatefromtheclienttorepresenttheclientto
theinsureranddevelopingtermsonthebasisoftheinformationprovidedbytheclientin
violation of Regulation 28 of IRDA (lnsurance Brokers) Regulations' 2013'

Violation: The broker was found to violate the Para 2(h) of Schedule Vl A under

Regulation 28 of IRDA ltnsurance Brokers) Regulations' 2013' pertaining to code of

Brokers,Submission:ThebrokersubmittedthattheCodeofconductunderRegulations
28 of IRDA (lnsurance A'okeol Regulations' 2013 requiring "*Y 

iltY:ilce broker to

obtain written mandate from the client to represent the client to the insurer is primarily

applicabletoalldirectlnSurancebrokersanditbeingareinsurancebrokergotinStructionS
fromtheclientsonmailforpolicyplacementandatnopointoftimeanyinsurancecompany
haddeniedtheplacement.uo"uvthem.Further,itsubmittedthatinreinsurancebusiness,
the cedant issues only email coniirmation for placement of the business and the same is

equivalent to mandate letter' No cedant issues any other mandate letter'

Decision: ln view of the submission that the broker was obtaining mandate through

e-mail, the charge i" not p'""tud' However' Broker is advised to comply with the
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requirementofPara2(h)ofScheduleVlAunderRegulation23ofIRDA(lnsurance
Brokers) Regulations, 2013 and as amended from time to time'

6'Charge6:TheProfessionallndemnityPolicytakenbythebrokerhadlimitsbasedonthe
dateofoccurrenceoftheclaim.ThisWaSinViolationtoClause2(c)ofSchedulelllofthe
Brokers Regulations 2013. The clause refers that the policy should indemnify in respect of

allclaimsmadeduringtheperiodofinsuranceregardlessofthetimeatwhichtheevent
giving rise to the claim may have occurred'

Violation:TheBrokerhasviolatedtheProvisionsofPara2(c)ofSchedulelllunder
Regulation 13 (1) of IRDA (lnsurance Brokers) Regulations' 2013'

Broker,sSubmission:Thebrokersubmittedthatthepolicyhasaretrospectivedateas
March,lT,200s,Duringthepersonalhearing,thebrokerundertooktosubmitthecurrent
policyofprofessionalindemnity.Fromthecurrentprofessionalindemnitypolicyofthe
brokeritwasobservedthattheretrospectivedateisgivenaslg/05/2006butthedateof
first license when the Almondz lnsurance Broker (direct brokeO with whom the broking

entityWaSmergedwas2g/08/2003.Thebrokersubmittedthatthebrokerhasinitiated
necessary steps to revise the retroactive date as per the regulation'

Decision:lnviewofthesubmissionofthebrokerthechargeisnotpressed.
However, the broker is directed to ensure the compliance to the Regulation 13(1) by

revising the retroactive date under the professional indemnity policy'

7. Summa rv of Decisions:

The following is the summary of decisions in this order

B rief Title of charge and the provisions violated

Charge : Not having adequate software

Provision: Regulation 31 of the IRDA lnsurance

Brokers Regulations, 2013.

Charge: Placing d irect business and engaging
the business.unlicensed entitY in Placing

Provision: Regulation 2(o) of IRDA (lnsurance

Brokers) Regulations, 2013 and Para 2 ol
Schedule I under Regu lation 4 ol IRDA

lnsurance Brokers) Regula tions, 2013 and Para

3(b) under Schedule VIA (code of Conduct) of

IRDA lnsurance Brokers Re ulations 2013

Charge: Not have necessary infrastructure

Provision: Regulation 8(2Xii) of IRDA (lnsurance

brokers) Regulations, 2013'

Decis ion

Not Pressed

Penalty of Rs 5 Lak h

and Direction

(
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Advisory
4

AdvisorYad tsnht cerof mdn atamect nto coNe shac rg rn eduAVeduehScfoh2araPs no (roP
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Regulations, 2013
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Direction

Charge: Sharing more than 50% brokerage with

foreign broker
Prov]sion: regulations 3a(3) of IRDA (lnsurance

Brokers) Regulations, 201 3

Act, 1938.

Charge: Retroactive
policy not matching f
Provision: Para 2

he personal indemnitY
rst date of license.
Schedule lll under

(P.J.
Mem

JosePh)
ber (Non Life)

date in t
rom the fi

(c) of
Regulation 13 of IRDA (lnsurance Brokers)

Regulations, 2013.

8. Conclusion:

TheBrokingfirmshallconfirmcomplianceinrespectofa|lthedirectionsreferredto
in paras 1 to 6 of this Order, within 21 days from the date of receipt of this order'

As directed under the respective charges, the penarty of Rs. 5,00,000/- 
_ 
(Rupees Five

Lakh Only) shall be ,"mittlA by the insurance broker' within a period of 15 days from

the date of receipt ot it,i" order through NEFT/RTGS(details for which will be

communicatea ."p","t"fy)' An intimation of remittance may be sent to Mr Prabhat

Kumar Maiti, General Manager (Enforcement) at the lnsurance Regulatory and

Development Authority of lndia,3rd Floor' Parishrama Bhavanam' Basheerbagh' and

Hyderabad- 500004.

TheordershallbeplacedbeforetheAuditcommitteeofthebrokingfirmandalsoin
thenextimmediateBoardmeetingandthelicensedentityshallprovideacopyofthe
minutes of the discussion'

9. lf the broker feels aggrieved by any of the decisions in this order' an appeal may

be preferred to ttre Securiit" App"ff"i" Tribunal as per Section 110 of the lnsurance

6

Regu lation (lnsurance Brokers)
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Date: 
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