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Government of India 
Ministry of Finance 

Department of Economic Affairs 
Insurance Division New Delhi, the I I th November, 1998 

NOTIFICATION 

\ 
\. 

Gsr .................... {E) ln exercise of the powers conferred by sub-section {/) of 
Section 114 of the Insurance Act, 1938 (4 of 1938) the Central Government hereby frames 
lhe following Rules, namely:-

!. Short title: - These Rules may be called the Redressal or Public Grievances 
Rules, 1998. 

2. Application:- These Rules shall apply to all t/ie insurance cornpanies operating in 
general insurance business and in life insurance business: 
Provided that the Central Government may exernpt an insurance company from the 
provisions of these Rules, if it is satisfied that an insurance company has already a 
grievance redressal mach,inery which fulfils the requirements ofthese Rules. 
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The objects of these Rules are to resolve all' CQ,ntpJaJ~-~l~i~ to sc.t1h:1m-r:1 of 
claim on 1he·part-·ofimmral'lce 'C(fr11Pinie"s in cost effective, efficient anG i:np.:inial 
111anner. 

Definition.- /11 these rules unless th<:? contl'.\t oilien1ise r<.?quires -

"Committee· mt:ans an ad\'1sory comrnittce referred to in Rule 19. 
{c) "Financial year·' means period of twelve months commencing frorn lhc l" d::i:_- of 

.- f 
~,f April of any year and ernt.~ng on 3 I" day of March of.the suc~;':.3-~i-qf te'![;__._..,. e ., 

~_-!J . _ ?" f■P:<Ji=-~!~.,~... ~-""'. ····--·•··-•• .. ~, .. - -··~· - -
...,...,.-'", '.%.!.:2fCW:J..£CiUJ •-·-c;etfCral'fr!·~rte~ COrp'5f3ff0n- o:r India'· means a government co111rany fo~mcJ 

"ff under sub•sect1on (!) of section 9 of the General Insurance Business 

\ 

;,.;~: (i'\'cHion:lfismion) Act, 1_972 and shall incft1de a subsidiary company of such 

,, ... i:,, . 
company; 

... ··-, .' ... ~~- .... _,_:·:.,;., ·'governing body'' means governing body of the under sub•rule (1) of rule 5; 
Insurance Council constituted 

(() .. Insurance Council" means the Life Insurance council and the General 
Insurance Council referred to in section 64C of the Act; 

(g) .. Insurance Regulatory Authority•· means a body established by Goyernment or 
India vidc Resolution No. I 7 (2)/94 fns. V dated 23.0 I.! 996 to monitor the orderly growth of insurance industry: 
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insurance company" means the Life Insurance Corporation of India, the ;cneral Insurance Corporation cf India and any other company which has been ~iven a licence to carry on business of life insurance or of the general insurance, as the case may be; 

(;) "lns,ccd pccson" means an ;nd;v;doal by whom oc on whose behalf an imurance policy has been taken on personal lines; 

0) "Life Insurance Corporation of India" means the Life Insurance Corporation of India esta_blished under the Life Insurnncc Corporation Act,-1956; 

(k) '·Personal Lines'' mc:ins an insurc1nce policy taKen ·c;~ given in an individual capacity: 

5. Governing body of {nsurance Council:- (I) There s!rn!I be a Governing Body of the Insurance Council which sha!f consist of one represcntativi! from each of the insurance companies. 

(2) The representative of an insurance company shal1 ordinarily be Chair111an or Managing Director or any one of the Directors of such company. 

(J) The Governing Body shall formulate its own procedure for conducting its business including the election of the Chairman. 

f'~IJ~t:thc:.:CBa_irrnan of the- Life Insurance Corporation 
f~~i;:rnan of the go\·erning body_. 

of India shall act as the 

6. Ombudsmc1n.- (I) The governing body shJ.11 arroir1t one or more persons as 01•1buds111an for thr- 1:urposc of these rules 
~,..,_ 

1ds111a"if sclecto::d rn::i_:. be drJ\\/1 from n \\idcr cir.:lc including _ _ericnlt-or ha_ve been e:,.,:posed to the industry. ciYil service. _J~~iv~ .sen1ice. etc., in,.addi.tioA:lo.1/wse-&a\vn from judicfat ser.·ice-. "·' 4 ·,,, · .-- ... -,_,. •• _ · • 

-"fl~~:~,ft;(dsman shall bC appointed by the Go\·erning Body from a panel p:r-cpared by th~ Committee co·nsisting of:-

(a) Chairman of Insurance Re_gu latOr) Authority 

, f _ (b) Two representatives of Insurance Council 

(c) 

-~c~-'lj,itl:!lllflC each from the Life Insurance !~ usine~s a·nd frorn General Jnsurance Dusincss 
I<.• a:,peC[; vck. 
-~-~~ ........ ~ 

One representative of the Central Government 

-Chnirn13n 

-Member 

-Member 

7. Term of Office:- An Ombudsman shall be appointed for a term of 1hrce years or till the incumbent attains the age ofsixry five years, whichever is earlier. Reappointment is nor permitted. 

Provided that no person shall hold office as such Ombudsman after he has attained the age of65 years. 
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8. Removal from Office:- (I) An Ombudsman may be removed from 
service for gross misconduct committed by him during his term of office. 

. 
. . (2) The Governing Body may appoint such person as it thinks fit to conduct 

enquiry in relation to misconduct of the Ombudsman. 
(J) All enquiries on misconduct will be sent to Insurance Regulatory Allthorily which 
may take a decision as to the proposed action to be taken against the Ombudsman. (4) On recommendations of 1he Insurance Regulatory Authority if the 

Governing Body is of opinion chat the Ombudsman is guilty of misconduct, it may 
terminate his services. 

9. Pay and Allowances ofOrnbudsman: ~ (I) The -ombuds"rnan··- Shall bCJ L 
allowed a fixed pay of rupees twenty six lhousand per month. - Any pension to which / 
he is entitled from the Central Government or State Government or any ocher 
organization I institution shall be deducted from his salary. 
(2) The other aHowances and perquisites of the Ombudsman shall be such as 
may be specified by the Central Government'. 
l 0. Territorial Jurisdiction of Ombudsman:- (I) the 
Ombudsman shall be /ocaied at such place as ma,y be specified 
council from time to time. 

of/ice of the 
by the Insurance 

(2) T/1e GO\ crning Body shall specify the territoriar jtctf!"dicii0ri" ol cac/1 
Ombudsman. 

(3) The Ornbudsm:1n ma~ hold sil!ing at \·arious places 1,it/iin his ari::2 of 
jL,•i~diction in order ro e\.p.::dite disposal ofcon1p/aints 
11 St:lff:- ( J) -- ~-cfh-e Ombudsman sli:i/1 have such secretarial staff as lllJ:O be 
pr01·idcd co him by the! Insurance Council after having cons~1-!t1Hi-on \\"i!h the 
OJllbudsman ___ ___..:. -- ----·--- - i 

\ 
\ 

(?.) The Ombudsman IT!a;> agree the services of professional expert 11 ith a I ie11 

to assist hirn iri discharging hfs functions. 
~ 

·- perquisites payable to Ombudsman, !he sa!J.:-). 
--~ a owances and Other benefits payable to the staff of the secretariat and all expenses 

incurred for the purposes of these rules shall be borne by the Insurance Council. (-i) The O111budsman shall prepare the budget indicating tflc'f"e'quii-ein~1;-t· of 
funds before the b;;:-ginning ofivery financial year. 

(5) 
Body. 

The budget of the office of Ombudsman will be sent 10 tile Governing 
(6) The Governing Body will finalise the budget in consultation with the on'1budsinan 
and shall allocate the funds lo the office of Ombudsman. 
(7) The total expenses on Ombudsman and J1is staff shall be incurred by the 
insurance companies who are members oflhe insurance council in such proportion as 
may be deci~ed by the Governing Body from lime to time: 
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Providedlhat till a deci~ion is taken by the Governing Body. the entire cxpcllditurc shall be Jlared equally between the insurance companies in the life insurance business aad gcncaJ insurance business in equal proportion. 

(I) The •re of expenditure which is to be incurred by each insurance company sha11 be in the ratio of premium income for the previous year of such company. 
Explanation:- For the purpose of this sub-rule "premium income" means the gross direct pfCll:lium income of the insurer without faking into account from tirne to time ioc:orne OIi reinsurance accepted by the insurance company.---- -----
12. Power or 0111budsn1an ·- ( l) The 0111 buds111crn m:iy receive and con sid cr:

(a) cornplunis under ruk 13; 

(b) any partial or total repudiation of claims by an insurer; 
(c) any dispute in regard to pre"mium paid or payable in terms of the policy; 
(d) any dispute on the Jegaf construction of the policies in so far as such disputes relate to claims; 

(e) delay iascttlement of claims; 

". ({)o<AOi1:is~ of any in~ur:ipcc docurncnr to Cl.lS!omcrs after receipt of prcrn 1um 
. --

(2) The Or11budsrnan shall act as counsellor and medi;ttor in matters \1 hich arc: wichin his terms ofrcfcrc:ncc: and. ifrequest('d to do so in \\riting by rnuwa/ agr,:,cmcnt by the insured rcrson and insurance comr::in.1 

c 1 (3) The Ombudsma11's decision \1 kthcr the complain·t is frt and proper for being tJ, considc-rc-dby it or not sh;:i,JI be final. b, . -~ ' .. ,- I J. Manner in \1-hich complaint is- to be rnade: ( l) Any pe~s_on , l\~f..tt.,h~:.,.-tl ,,-~ _ -- grievance ~inst an insµ.r:e:r:,.~~-cw1hrough his legal heir$ in3Ke a complaint 
·. .i~~~...,11-"Tlting SO rhc Ombudsman \\·ithin _Hhose jurisdiction the branch o~ offi.:c of the • : \ i~~~r coflillaint against is located . • -fi 

I 

:f 
b' 

f 

(2) The con;plaint shall be in writing duly signed by the complainant or through his legaJ heirsa:f shall state clearly the narne and address of the complainant, th~ name of the branch Cl"Office of the insurer against which the complaint is made, the fact giving rise to complaint supported by docw11ents, if any, relied on by the complaipant, the nature and extent of the loss caused 10 the co1nplainant and the relief sought frorn the Ombudsman.. 

(J) No compilint to the Ombudsman sllafl lie u11/ess:-

(a) The co,wplainants had before making a complaint to rhe Ombudsma'n made a wrilk.n rcproentation to the insurer named in the complai~t and either insurer had rejected themmp!aint or the complainant had not received any reply within a period of one month l!Aerthe insurer concerned received his representation or the complainant is not salisfredwith the reply given to him by the insurer; 
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(b) The complaint is made not later than one year after the insurer had r'ejccted the representation or sent his firlal reply on the rcpi-esentation <?fthe complain"t; and • 

(c) The complaint is not on the same subject matter, for which any proceedings before any court, or Consumer Forum, or arbitrator iS pending or were so earlier. 

14. Ombudsman to act fairly and equitably: (l)The Ombudsman may, if he deems fit, adopt a procedure other than mentioned in sub•rule (I) and (2) of Rule 13 for dealing with a claim: 

Provided that the Ombudsman may ask the parties for necessary papers in support of~ their respective claims and where he considers necessary, he may collect factual ,.... \ information_~vailable wit~ ~he ins_~~~.:1?_c:__compa_ny_. _________ _ __ _ __ \ .S 
(2) The Ombud:.man shall dispose of a complaint fairly and equitably. 

15. Recommendations made by the Ombudsman: ( I) when a complainc is settled, throL1gh mediation of the Ombudsman. undertaken by him in pursuance of request made in writing by complainant and insurer through mutual agreement the Ombudsman shall make a recommendation which he thinks fair in the circumstances of the case. The copies of the recommendation shall be sent to the complainant and the insurance company concerned. Such recommendation shall be made not later than one month from the date of!he receipt of the complaint. 

(2) If a complainant accepts the recommendation of the Ombudsman, he will sent a co1nr:1unication in writing within 15 days of the date of receipt of the recommendation He n ill confirm his acceptance to Ombudsman and state clearly that the settlement reached is acceptable to him, in totally, In terms of recornmend.~tions made: by the: Onibudsm3:1 in fufl and final se!tlement of complaint. 

(JJ lhe Omb: . .Jds111:i11 shall sent to the insurance company a COP.' of the rc-2ominc11da11on a!0:1g \\ iih the: acceptance lcner received frorn the complainant The: 111surcr sh:i.11 thereur,::,ri c0mpl:, 11 ith the tcrrns of the recommendations irnr11cd1:iccl_1 not later than 15 d.1:- s of the r,xcipt of such recommendation and thc insurer shcil I i11 form 1iie O111budsn1an of its compliance 

- ___ :- 16 Award·- (I) \Vfi~rc the complaint is not settkd by agreement under Rule · •:- ./ 15'. the Ombudsman siial! - a s~jng .award wi.l;h dcia-i~ ~ .~'fttfft J1e-··'·•=. -~:".'~~;:,~·-"'thinks fair in !he facts and Circi'ims'tanceS ofa c!ai111. 'Sj . h:l ~~mplaiiian~n award shall be- in writing and shall state the amount U\\arded to the 

·Is::~ 
Provided that Ombu.:lsman shall 1101 award any compensation in excess of whi.:h is 11ecessary to co\·er the' loss suffered by the complainant as a direct consequence of the insured peril, or for an amount not e:-.:ceeding rupees twenty lakhs (i1tcludi11g e.-.:-gratia and other expenses), whic,:hever is lower. 

(3) The Ombudsman shall pass an award within a period of three months from the receipt of the complaint. 

(4) A copy of !he award shall be sent to the complainant and the insurer named in the complaint. 
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(S) The conipfainant shall furnish to the insurer within a period of one month 
fto11:1he dace of receipt of the award, a letter of acceptance that the award is in full and 
fin:alsettlemcnt of his claim. 

(6) The insurer shall comply with the award within 15 days of the receipt of the 
accqlUtnce letter under sub-rule (5) and it shall intirnate the co1npliance 10 the 
Omb.idsman. 

17. Consequences of_non-acceptancc of award:- If the cornplain::rnt does not 
intirmte the .icccptance under sub-rule (5) of rule 16, the awJrd may not be 
iil1pbt\ent<!d by !he insurJnce company. 

l 8. Power to make E.x-gratia payment: Jf the Ombudsman deems fit, he may 
award an Ex-grn1ia payment. 

MISCELLANEOUS PROVISIONS: 

I 9. Advisory Committee: An Advisory Committee consisting of 11011 exceeding 
five eminent persons shall be notified by the Government to assist the fnsurance 
Rcgu/-.ory Authority to review the performance of th~ Ombudsman frolll time to time. 
The iffillrance Rcgu!awry Authority sha!/ decide the time, venue and guorurn of su.:h 
mecti~. T!:lc Au1hority, after discussing the matter with tile Governing Dody, ma_; 
rC!oirrmen1:l 10 GO\·ernment appropria1c proposalt for effecting i111provc111e111s in the 
functiooing ofOmbud:,nian In !he light of recommendations made b} tl1c Insurance 
Rcgu1a:o,y Authoriry. the Go\'e'rnmen! rnay carry out such amendmcnrs to these: n,ks 
as they may deem nr 

~O Tile Ombtidsman shall furnish a rc-por1 c\·ery _;car containing a g<""neral 
J<!"\ICI\ oftl1c ;;i.:1i\·ities of th~_ ofticc of-lhc Ombudsrnan during preceding financial 
\Car lo the Ccr11ra! GO\ ernm<?nl and such other information a:s lll:t\ be consid<e:rcd 

-~ ~,xessID} by it. /11 the Annual Report, th,e Ombudsman wiH maJ..:e an ;nnua(re\:;e·,,- of 
lhe qua/i)· of services rc:ndered by the insurer and rna/..:e rcconm1enda1i0,1s to i mpro• c 
thes~· senices. 

21. " .. 
The Insurance Council 

ma~ suggest 10 the 0111budsnrnn such recommendations as it deems fit and \\hich in l!s 
opinion u.iU enhance the utility of the annua[ repon and also so that the objectives of 
t~ rules .are clearly analysed in terms of the activities in tile year under, revie1,·. 
SuggestiOI for long term improvement of insurance sector will be incorporated by the 
Ombudsrr.an in his report. 

(f.No. 56132197- lns.l) 
sdl-

0.C. Srivasta\·a, Dir. 
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