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AWordwith You

Dear Learner,
Welcometothecourse™ Diplomain Insurance Services'.
| am glad that you have chosen thisvocational course.

Many young people are choosing Insurance asacareer with well-paying jobs. In thiscontext, our god isto
givelearnersafundamental understanding of theInsurance Sector. Additionally, thiscourseshall makeyou
awareof theemployment and businessopportunitiesavailablein thissector, dlowing you to focusyour time
and energy on activitiesthat will produceresuilts.

Thisoneyear programme providesindividua swith specialized knowledge and skillsrelated to theinsur-
anceindustry. Thiscourse providesbasic knowledge of Life, General and Health insurancethat enable
learnersto understand and appreciate their professional career intheright perspective. Inputsthat you
receiveinthiscoursewill assist youin comprehending how and why you could decideto pursueit asa
career since | nsurance Sector isone of the most demanding careersin today's market.

Thiscourse hasfivemodules, namely Skill Indiaand BFSI Introduction to Insurance, Lifelnsurance, Non-
Lifelnsurance, Health Insurance and Regul atory A spectsin Insurance. Each modul e has been designed
keeping in view therequirementsof self-motivated learnerslikeyou. Thetextsarewritteninsmplelan-
guage, supplemented by picturesand figuresto lend clarity to the content. You will find thelessonsinterest-
ing and will beableto apply your knowledgeinreal-lifestuations. So, read dl theselessons carefully and
preparewel | for the examinations. You ultimately haveto enter the competitiveworld and your successat
the place of work will depend on how skillfully you have performed your assignedjob.

Asthisisavocationa coursewhichisskill based so master your skills, practical trainingismust. So, we
request you to kindly attend the Personal Contact Programme (PCP) at your allotted Accredited Voca-
tiond Ingditutes(AVIs).

| hopethisstudy materia will bevery helpful to thelearnerswho haveregistered for thiscourse. Our Sincere
thanks go to the expertsof the coursewriting and editing team (list given el sewherein thisbooklet) who
worked very hard in revising thisself instructional materia, particularly to Dr. Sunil Kadyan and histeam,
who had excdllently revised the Qualification Packs (QPs) asper the BFSI Sector Skill Council.

In caseyou have any difficulty in your studies, do not hesitateto writeto usat dirvoc@nios.ac.in
Wishing you good luck and success!

Ms. AnithaNair
Deputy Director
Nationd Ingtituteof Open Schooling (N10OS)

\_




HowtousetheLearningMaterial

Congratulations! You have accepted the challengeto be aself-learner. It means, you have to organize your
study, learn regularly, keep up your motivation and achieveyour goa. Hereit issolely you, whoisresponsible
for your learning. NIOSiswith you at every step. It hasdevel oped thematerid in Diplomain Insurance Services
keeping only youin mind. A format supporting independent learning has been followed. You can takethe best
out of thismaterid if youfollow theinstructionsgiven below.

Title: will giveaclear indication of the contentswithin. Doread it.

Introduction: Thiswill introduceyou to thelessonlinking it to the previousone.

Objectives: These are statementsthat explain what you are expected to learn from the
lesson. Theobjectiveswill also hel p youto check what you havelearnt after you have gone
through thelesson. Do read them.

©)

Notes: Each page carriesempty spaceinthe sidemargins, for you to writeimportant points
or make notes.

Ip

Intext Questions: Very short answer self check questions are asked after every section,

theanswerstowhich aregiven at the end of thelesson. Thesewill help you to check your

_ progress. Do solvethem. Successful completionwill allow you to decide whether to pro-
ceed further or go back and learn again.

N\
)

What You HaveL ear nt: Thisisthesummary of themain pointsof thelesson. Itwill helpin
recapitul ation and revision. You arewel cometo add your own pointstoit also.

Terminal Questions. Thesearelong and short questionsthat provide an opportunity to
practicefor aclear understanding of thewholetopic.

@

AnswersTo Intext Questions: Thesewill help you to know how correctly you have
answered thequestions.

Ve L ear ning Outcomes: Thisbox providesadditiona information. Thetext in boxesisimpor-
L@ tant and must be given attention. It isnot meant for evaluation, but only toimprove your
genera knowledge.
- " Activities: Certain activities have been suggested for better understanding of the
Ea concept.

www Web site: Thesewebsites provide extended learning. Necessary information has
been included in the content and you may refer to thesefor moreinformation.
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Module - 5

Regulatory Aspects in
Insurance

INSURANCE LEGISLATION IN INDIA [ Notes

1.0 INTRODUCTION

Every industry iscontrolled by alegal framework for its development and smooth
functioning. Insuranceindustry dso cons stsof variousregulaionsindudingitslegidation
and variousactsdevel oped for smooth functioning of theindustry. This chapter will
cover topicson development of thelnsurance Legidationin India, Insurance Councils,
InsuranceAct, 1938, GICAct, 1972 and LICAct, 1956.

1.1 OBJECTIVES

After reading thislesson, youwill beableto:

Explain the development of thelnsuranceLegidationinindia
Explaintheroleof Insurance Councilsinindia
Appreciatetheroleand functionsof LICand GIC
DescribeInsuranceAct, 1938

Explain GICAct, 1972 and LICAct, 1956 in brief

1.2DEVELOPMENT OF THE INSURANCE LEGISLATION IN INDIA

Thedevel opment and growth of theinsuranceindustry in Indiahasgonethrough three
distinct stages.

Diploma in Insurance Services
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.

Orientd Lifelnsurance
Company in1818in
Calcutta,

Setting up of the
Bombay Life
Assurance Company
in 1823, theMadras
EquitableLife
Insurance Society in
1829 and the Oriental
LifeAssurance
Company in 1874.

Passing of thelndian
LifeAssurance
CompaniesAct, 1912

TritonInsurance
Company Ltd.(first
non-lifeinsuranceco.)
was promoted in 1850
by Britishnationdsin
Cdcutta.

Thefirst generd
insurance company
established by an
Indianwas|Indian
Mercantilensurance
Company Ltd.in
Bombay in 1907.

Non-lifeinsurancewas
findly regulatedin
1938throughthe
passing of the

InsuranceAct, 1938. )

Corporationwas
formed in September
1956 by theLife
Insurance Corporation
Act, 1956

 Thegenera insurance
businesswasaso
nationdized with effect
from January 1, 1973,
throughthe
introduction of the
Genegrd Insurance
Busness
(Nationalisation) Act,
1972

» GICwasgrouped into
4 subsidiaries- the
Nationd Insurance
Company Ltd, the
New IndiaAssurance
Company Ltd, the
Oriental Insurance
Company Ltdand the
United India
Assurance Company
Ltd.

EVALUATION OF NATIONALIZATION
INSURANCE OF INSURANCE ENTI},‘{L%F(EEISVATE
INDUSTRY IN INDIA BUSINESS
e Egtablishment of * TheLifelnsurance * From 1991 onwards,

thelndian Government
introduced various
reformsinthefinancia
sector paving theway
for theliberalization of
thelndian economy.

* [N 1993, the

Government of India
set up Mahotra
Commiteechaired by
Mr. R. N. Malhotra,

* Thelnsurance

Regulatory and
Development Act,
1999 was passed on
December 2, 1999

Figure1.1: Development of thensurance Legidationin Indiainthreedistinct stages
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INSURANCE LEGISLATION IN INDIA

1.

Evaluation of the Insurance Industry in India

In India, the Insurance law was originated during the British rule, with the
establishment of the Orientd Lifelnsurance Company that wasaBritishfirmin
theyear 1818 in Calcutta. It was followed by the Bombay Life Assurance
Company in 1823, the Madras Equitable Life Insurance Society in 1829 and
the Orientd LifeAssurance Company in 1874. However, till the establishment
of theBombay Mutual LifeAssurance Society in 1871, Indianswere charged
an extrapremium of up to 20% as compared to the British. Thefirst statutory
measurein Indiato regulate thelifeinsurance businesswasin 1912 with the
passing of the Indian Life Assurance CompaniesAct, 1912 (“Act of 1912")
(which was based on the English Act of 1909). Other classes of insurance
bus nesswereleft out of the scope of theAct of 1912, assuch kindsof insurance
weredlill inthebas cformand legidative control swere not cons dered necessary.

Ontheother hand, general insurancea so hasrootsintheageof British control.
British nationalsin Cal cuttapromoted Triton Insurance Company Ltd., thefirst
genera insurancefirm, in 1850. Indian Mercantile Insurance Company Ltd.,
foundedin Bombay in 1907, wasthefirst genera insurancefirmfounded by an
Indian. Ultimately, with the expansion of fire, accident, and marineinsurance, it
wasthought necessary to includetheseinsurancetypesunder theAct of 1912.
Despitenumerousfailed attemptsto implement smilar legidation over theyears,
thelnsuranceAct, 1938 (also known asthe“ Act of 1938”), whichwasfinaly
passed in 1938, regulated non-lifeinsurance. TheAct of 1938, asamended
throughout theyears, isthefoundation piece of insurancelegidation, regulating
both lifeinsuranceand general insurance. According to thedefinition of genera
insurance, “fire insurance business,” “marine insurance business,” and
“miscellaneousinsurancebusiness’ aredl included, either separately or together.

Nationalization of the Insurance Business in India

“OnJanuary 19, 1956, the management of lifeinsurance businessof two hundred
andforty fivelndianandforeigninsurersand provident societiesthen operating
in India was taken over by the Central Government. The Life Insurance
Corporation (“L1C”) wasformed in September 1956 by the Life Insurance
CorporationAct, 1956 (“LICAct”) which granted LI C theexclusiveprivilege
to conduct lifeinsurance businessin India. However, an exceptionwasmadein
the case of any company, firm or personsintending to carry on lifeinsurance
businessin Indiain respect of thelivesof “personsordinarily resident outside
India’ provided the approval of the Central Government was obtai ned.
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The General Insurance Business (Nationaisation) Act, 1972 (the®“ GICAct”),
whichwasintroduced on January 1, 1973, also led to the nationalisation of the
generd insuranceindustry. To ensurethegrowth of thegenerd insurancebusiness
inIndiaand for the regul ation and control of such business, the shares of the
exigting Indian genera insurance companiesand undertakingsof other existing
insurersweretransferred to the General Insurance Corporation (“GIC”) under
the provisionsof the GIC Act. The GIC began operationson January 1, 1973,
after being founded by the Centrad Governmentin November 1972incompliance
with thetermsof the CompaniesAct, 1956 (* CompaniesAct”). Therewere
107 companies, including foreign firms, supplying genera insurancein India
beforeto 1973.

Thesecompanieswereama gamated and grouped into four subsidiary companies
of GIC viz. theNational Insurance Company Ltd. (“Nationa Co.”), theNew
IndiaAssurance Company Ltd. (“New IndiaCo.”), the Oriental Insurance
Company Ltd. (“Oriental Co.”), and the United IndiaAssurance Company Ltd.
(“United Co.”). GIC undertook mainly re-insurance businessapart fromaviation
insurance. Thebulk of thegenerd insurance businessof fire, marine, motor and
mi scellaneousinsurance businesswas under taken by thefour subsidiaries.

Entry of Private Players

Since 1956, with the nationalization of insuranceindustry, the LIC held the
monopoly inIndiaslifeinsurance sector. GIC, withitsfour subsidiaries, enjoyed
themonopoly for genera insurance business. Both LIC and GIC haveplayed a
sgnificant roleinthedeve opment of theinsurancemarketinIndiaandin providing
insurance coveragein Indiathrough an extensvenetwork. Variousreformswere
introduced by Indian Government for private sector leading to liberalization of
Indian economy. It wasamatter of timebeforethisliberalization affected the
insurance sector. A huge gap inthefundsrequired for infrastructure wasfelt
particularly since much of thesefunds could befilled by lifeinsurancefunds,
beinglong tenurefunds.

1.3 INSURANCE COUNCILS

Lifelnsurance Council: Themgjor function of Lifelnsurance Council istoassst thelife
insurersin maintaining high standards of serviceto policyholders. The council has24
memberswho represent their respectivelifeinsurance companies. Animportant goa
of thecouncil istotransform thelifeinsuranceindustry into aprofitable servicedong
withthewefareof policyholders. Itinteractswith the government and other bodieson

Open Vocational Educational Programme



INSURANCE LEGISLATION IN INDIA

variouspolicy issues. It isa so responsiblefor spreading insuranceawarenessin India.
Thecouncil playsavita roleinholding variouseventslikeinsuranceeducation, research,
training and conference withinthe country.

Lifelnsurance Council dso makeseffort to build apositiveimageof industry by gaining
the confidenceof policyholders. It asointeractswith other organi zation of thefinancia
service sector. The council provideshelp and guidancetoitsmembers. It alsoworking
asan activelink between the Indian lifeinsuranceindustry and the globa markets.

General Insurance Council: General Insurance Council aimsto promote better
understanding of non-lifeinsuranceindustry among the people. Themain objective of
thecouncil isto strengthen the non-lifeinsuranceindustry. The council backsvarious
demands of general insurance compani es before government and regulator. It also
representsthe opinion of general insuranceindustry beforevariousauthorities. The
executive committee of General Insurance Council consistsof 30 members.

The council representsthe collectiveinterest of thegenera insurance companies. Itis
respong blefor building positiveimage of genera insuranceindustry among people. It
a so provides other servicesto the member companieslikeactiverolein management
of commercid vehiclethird party liability, management solution and others. The council
deve opscodesof conduct for themember companies, compliance programsto observe
rulesand regulations, etc.

Thecouncil aso takesvariousmeasuresto check insurancefrauds. It actsasamediator
for information and dial ogue exchange with the overseasinsurance associations by
participating ininternational organizationa activitiesand international meetings. The
council holdsvariousactivitiesto promoteinternational cooperation and devel opment
of businessenvironment within the country.
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Life Insurance Council

» The main goal of the council is to
trandformthelifeinsuranceindudry into
a profitable service along with the
welfareof policyholders.

* Itinteractswith the government and
other bodieson variouspolicy issues.

* It is also responsible for spreading
insuranceawarenessinIndia

 Thecouncil playsvita roleinholding
various events like insurance
education, research, training and
conferencewithinthe country.

* Life Insurance Council also makes
effort tobuild postiveimageof industry
by gaining the confidence of
policyholders.

* Thecouncil provideshelpandguidance

) (

.
General Insurance Council

» Themain objectiveof thecouncil isto
strengthen the non-life insurance
industry.

* It represents the opinion of general
insurance industry before various
authorities

* Thecouncil developscodesof conduct
for the members companies,
compliance programsto observerules
and regulations, etc.

* The council also takes various
measuresto check insurancefrauds.

* [t actsasamediator for information
and dialogue exchange with the
overseas insurance associations by
participating in international
organizational activities and

toitsmembers. Itisalsoworking as international meetings.
anactivelink betweenthelndianlife
insurance industry and the global

markets.

& J & J

Figure 1.2: Insurance Councilsin brief

1.4 LIFE INSURANCE CORPORATION ACT, 1956

Lifelnsurance Businessin Indiawas nationalized with effect from January 19, 1956.
Onthisdate, the Indian business of 16 non-Indianinsurersoperating in Indiaand 75
Provident Societieswere taken over by the Government of India. Life Insurance
Corporation of India, Act was passed by the Parliament on June 18, 1956 and came
into effect from July 1, 1956. Life Insurance Corporation of Indiacommenced its
functioning asacorporate body from September 1, 1956. Itsworking isgoverned by
theLICAct. TheLICisacorporate having perpetua successionand acommon seal
with apower to acquire hold and dispose of property and can by itsname sueand be
sued.

Open Vocational Educational Programme
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Condtitution

Capitd

Functionsof the Corporation

Transfer of Services

Set-up of the Corporation Notes
Committee of the Corporation

Authorities

Finance, Accountsand Audit

Miscdlaneous
Life Insurance Corporation of India (LIC)

TheLIC of Indiawas set up under the LIC Act, 1956 under whichthelifeinsurance
wasnationalised. Asaresult, business of 243 insurance companieswastaken over by
LIC on 1-9- 1956.

It d'soworksasaninvestment ingtitution, asthefundsof policy holdersareinvested
and dispersed over different classesof securities, industriesand regions, to safeguard
their maximum interest onlongtermbasis. LIC isrequired toinvest not lessthan 75%
of itsfundsin Central and State Government securities, the government guaranteed
marketabl e securitiesand inthe socially-oriented sectors.

At present, itisthelargest ingtitutional investor and provides|ong term financeto
industries. Besides, it extends resource support to other term lending institutions by
waly of subscriptiontotheir sharesand bondsand a so by way of termloans.LIC has
emerged astheworld’slargest insurance co. in terms of number of policiescovered.

Objectives of LIC of India
The LIC wasestablished with thefollowing objectives:

® Spreadlifeinsurancewidely andin particular to therural aress, tothe socially
and economically backward areaswith aview toreaching al insurable persons
inthe country and providing them adequatefinancial cover against death at a
reasonable cost.

M aximisation of mobilisation of peopl€ ssavingsfor nation building activities.

Provide complete security and promote efficient servicesto the policy-holders
at economic premium rates.

Diploma in Insurance Services
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Conduct businesswith utmost economy and with thefull realisation that the
money belongsto the policy holders.

Act astrusteesof theinsured publicintheir individua and collective capacities.

Meet thevariouslifeinsurance needsof the community that would ariseinthe
changing socia and economic environment

Involveall peopleworking inthe corporation to the best of their capability in
furthering theinterest of theinsured public by providing efficient servicewith
courtesy.

Role and Functions of LIC

It collectsthe savingsof the peoplethroughlifepoliciesandinveststhefundina
variety of investments.

Itinveststhefundsin profitableinvestments so asto get good return. Hencethe
policy holdersget benefitsin theform of lower ratesof premium and increased
bonus. In short, LIC isanswerableto the policy holders.

It subscribes to the shares of companies and corporations. It is a maor
shareholder inalarge number of blue chip companies.

It providesdirect loanstoindustriesat alower rate of interest. It isgiving loans
toindustrial enterprisesto the extent of 12% of itstotal commitment.

It provides refinancing activities through SFCs (Securities and Futures
Commission) indifferent statesand other industria loangivingingtitutions.

It has provided indirect support to industry through subscriptionsto sharesand
bondsof financia ingtitutionssuch asIDBI, IFCI, ICICI, SFCsetc. at thetime
when they required initial capital. It also directly subscribed the shares of
Agricultural Refinance Corporation and SBI.

It givesloanstothose projectswhich areimportant for national economicwefare.
The socialy oriented projects such as electrification, sewage and water
channdlizing aregivenpriority by theLIC.

It nominates directors on the boards of companies in which it makes its
investments.

It giveshousing loansat reasonableratesof interest.

It actsasalink between the saving and theinvesting process. It generatesthe

savingsof thesmall savers, middleincomegroup and therich through severa
schemes.

Open Vocational Educational Programme



INSURANCE LEGISLATION IN INDIA

Formerly L1C hasplayed amajor rolein the Indian capital market. To stabilisethe
capital market it hasunderwritten capital issues. But recently it has moved to other
avenuesof financing. Now it hasbecomevery selectiveinitsunderwriting pattern.

Objectives of LIC of India

 Spread life insurance widely and in
particular to the rural areas, to the
socially and economically backward
aress.

» Conduct businesswith utmost economy
and with the full realisation that the
money belongsto the policy holders.

* Act astrusteesof theinsured publicin
their individual and collective capacities

» Meet thevariouslifeinsurance needs
of thecommunity that would ariseinthe
changing social and economic
environment

* Involve all people working in the
corporationtothebest of their capability
infurthering theinterest of theinsured
publicby providing efficient servicewith
courtesy.

Role and Functions of LIC

* Investsthefunds(premiumscollected)
inprofitableinvestments

 Providesdirect loanstoindustriesat a
lower rate of interest.

* It has provided indirect support to
industry through subscriptionsto shares
and bondsof financia ingitutionssuch
as|DBI, IFCI, ICICI, SFCs, etc.

* |t nominatesdirectorson the boardsof
companies in which it makes its
investments

* Itactsasalink betweenthesavingand
theinvesting process.

Figure 1.3: Objectivesand Roleand Functionsof LIC

. INTEXT QUESTIONS 1.1

1.  WhentheLifelnsurance Corporation wasformed?

a October 1956
b) September 1956
c) November 1972

d) September 1957
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2.

When was General Insurance businessnationalized?
a January 1st, 1973

b) February 1st, 1956

€¢) Marchl1st,1973

d) Noneof theabove

How many membersLifelnsurance Council has?

a 15

b) 24

c) 56

d 20

How many members General Insurance Council has?
a 15

b) 24

c 30

d 20

Which of thefollowingisthe objectiveof LIC?

a Maximisationof mobilisationof people ssavingsfor nationbuilding activities.

b) Provide complete security and promote efficient serviceto the policy-
holdersat economic premiumrates.

¢) Conduct businesswith utmost economy andwiththefull redlisationthat the
money belongsto the policy holders.

d) All of theabove
Which of thefollowingisafunctionof LIC?

a It nominatesdirectorson the boardsof companiesinwhichit makesits
invetments

b) Itgiveshousingloansat reasonableratesof interest

c) Itactsasalink betweenthe saving and theinvesting process

d) All of theabove

Open Vocational Educational Programme



INSURANCE LEGISLATION IN INDIA

1.5 GENERALINSURANCE CORPORATION OF INDIA (GIC)

The General Insurance Business Nationalization Act was passed in 1972. It wasthe
nationalization of 107 insurance companiesinto one main company called General
Insurance Corporation of Indiaand itsfour subsidiary companieswithexclusveprivilege
for transacting generd insurancebusiness. Thisact hasbeen amended andtheexclusive
privilege ceased on from the commencement of theinsuranceregul atory and devel opment
authority act 1999. Generd Insurance Corporation hasbeenworking asareinsurer in
India. Their subsidiariesareworking asaseparate entity and playssignificantrolein
the public sector of general insurance.

Objective of the GIC:

® Tocaryonthegenera insurance businessother thanlife, such asaccident, fire
€tc.

) To aid and achievethe subsidiariesto conduct theinsurance businessand

® Toheptheconduct of investment strategies of the subsidiariesin an efficient
and productive manner.

Role and Functions of GIC

® Carryingonof any part of thegeneral insurance, if it thinksitisdesirableto do
0.

®  Aiding, assisting and advising the acquiring companiesinthe matter of setting up
of standardsof conduct and sound practicein general insurance business.

® Renderingefficient servicesto policy holdersof general insurance,

® Advisingtheacquiring companiesinthe matter of controlling their expenses
including the payment of commission and other expenses.

®  Advisngtheacquiring companiesinthematter of investing their fund.

® Issuingdirectivestotheacquiring companiesin relation to theconduct of genera
insurancebusiness.

® Issuingdirectionsand encouraging competition among theacquiring companies
inorder to render their servicesmoreefficiently.

Module
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Objectives of GIC Role and Functions of GIC
* _TO cary on the general . Ajding, assisting and advising the companiesto
insurancebusiness practice sound general insurance business.

* To a|d a.nd achieve the . Rendering efficient servicesto policy holders
subsidiariestoconductthe A dyising the acquiring companiesin the matter
insurance business of controlling their expenses
effectively « Advising theacquiring companiesin the matter

 To help the conduct of of investing their fund.
invegr?“lerllt st'rategi espf the . |ssling directionsand encouraging competition
subsidiar lesinan efficient  amongtheacquiring companiesin order torender
and productive manner. their servicesmoreefficiently.

Figure 1.4: Objectivesand Roleand Functionsof GIC

Classification of Indian General Insurance Industry

Genera InsuranceisasoknownasNon-Lifelnsurancein India At theend of March
2019, therearetotal 27 General Insurance (Non-Life) Companiesin India(including
two specialised insurance companies, viz.Export Credit Guarantee Corporation of
India(ECGC)and Agriculture Insurance Company of India(AlC)). These27 Genera
I nsurance compani es have been classified into two broad categoriesnamely:

1. PSUs(Public Sector Undertakings)
2. Privatelnsurance Companies

REGISTERED INSURERS IN INDIA

Type of Insurer Public Sector | Private Sector | Total
Life 1 23 24
Generd 6 20 26
StandaloneHeslth 0 5 5
Re-insurers(including Foreign 1 11 12
ReinsurersBranched Lloyd'sindia)

Totd 8 59 67

Table1.1: Registered Insurersin India
Source: IRDAI Annua Report 2021-22
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PSUs (Public Sector Undertakings)

Theseinsurance companiesarewholly owned by the Government of India(subsdiaries
of GIC). At the end of March 2019, there were 4 PSUs and 21 private genera

insurancecompaniesinindia, namely:

Public Sector General Insurers

Private Sector General Insurers

1. National InsuranceCo. Ltd.
2. TheNew IndiaAssurance Co. Ltd.
3. TheOrienta InsuranceCo. Ltd.

4. United Indialnsurance Co. Ltd.

1. Bgg Allianz Genera Insurance Co.Ltd.
2. Bharti AXA Generd Insurance Co.Ltd.

3. Cholamandaamn M SGenerd Insurance
Co.Ltd

4. FutureGenegrdi IndialnsuranceCo. Ltd.

5. HDFC ERGO Generd Insurance Co.
Ltd.

6. ICICI Lombard General Insurance Co.
Ltd.

7. |IFFCO Tokio General Insurance Co.
Ltd.

8. Liberty Videocon Genera Insurance Co.
Ltd.

9. MagmaHDI Generd Insurance Co. Ltd.
10.RahgaQBE Genera Insurance Co. Ltd.
11. Reliance General Insurance Co. Ltd.

12.Royd Sundaram Genera Insurance
Co.Ltd.

13.SBI General Insurance Co. Ltd.
14. Shriram Generd Insurance Co. Ltd.

15. TATAAIG Generd Insurance Co.
Ltd.

16. Universal Sompo Genera Insurance Co.
Ltd.

17.Kotak MahindraGeneral Insurance Co.
Ltd.
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Regulatory Aspects in 18.DHFL General Insurance Co. Ltd.
Insurance
19.Acko Genera Insurance Co. Ltd.
20.Go Digit General Insurance Co. Ltd.
21.Edelweiss Genera Insurance Co. Ltd.
Table1.2: List of General Insurers
Notes

SPECIALISED INSURERS

1. Agriculturelnsurance Co. of IndiaLtd.

2. Export Credit Guarantee Corporation of IndiaLtd.

Source: IRDAI Annua Report 2018-19

1.6 INSURANCE ACT 1938

Theinsuranceact originally passed in theyear 1938; however, it amended several
times. It wasamended by theIRDAAct, 1999 when IRDA was established to become
theauthority to perform many tasksrequired to be done under theinsurance act such
asissuing licenses, i ssuing registration certificates, monitoring compliance, issuing
directives, laying down norms, etc. All thesefunctionswere earlier performed by the
controller of Insuranceas per thelnsuranceAct, 1938. Theprovisionsof theAct may
bebriefly described asfollows.

Regigtration \
Payment of .
premium before Licensing
assumption of agents
of risk
Licensngof
Solverpy surveyorsand
margin | _
0SS assessors

Figure 1.5: Important provisionsof InsuranceAct, 1938
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Registration

To obtain the certificate of registrationiscompul sory to the every insurance company.
The Registration should berenewed annually. Life Insurance and Genera Insurance
companiesmust have apaid-up capital Rs. 100 croreswhereasareinsurer must have
apaid-up capita of Rs. 200 crores. Every insurer hasto deposit in cash or approved
securities, asumequivalent to 1 % in case of lifeinsurance or 3% in case of general
insuranceof thetota grosspremiumin-any financia year commencing after 31st March,
2000 with the Reserve Bank of India.

Every insurance company must kegp theaccountsseparately of al receiptsand payment
in respect of each class of insurance business such asthe marine or miscellaneous
insurance. Insurersmust invest hisassetsonly in thoseinvestmentswhich approved
under theprovisionsof thisAct.

Every insurance company hasto doaminimuminsurancebusinessintherura or sociad
sector, asmay be specified by theIRDA. Theauthority caninvestigatethe affair of the
insurer at any time.

Licensing of agents

License isthe pre requirement for becoming the agent. Person can’t work as an
insurance agent unless he has obtained alicense from the authority. Thereissome

disqualification asper the act for apersonto bean agent, asfollows:
® Bengof unsound mind.

® Beingconvicted of criminal misappropriation or criminal breach of trust or
cheating or forgery or Abetment or Attempt to commit any such offence.

® Beingfoundto havebeen guilty of or connived at any fraud, Dishonesty or
mi sappropriation against any insured oninsurer.

Youwill study in detail sabout these disqudlificationsin the coming chapters.
Licensing of surveyors and loss assessors

Noinsurer can settleany claim equal to or exceeding Rs. 20,000/- without the report
onthelossfromalicensed surveyor. The person can act asasurveyor or | 0ss assessor
only after obtaining alicensefrom the authority.

Solvency margin

Theauthority for theinsurer also decidesthe solvency margin. Theact clarifieshow
theassetsand ligbilitieshaveto be determined and the extent to which theassetsareto
exceed theliabilities. Theseprovisionsexist to ensuretheadequacy of insurer’ ssolvency.
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Payment of premium before assumption of risk

A risk can be assumed by theinsurance company after receiving the premiumor a
guaranteethat the premiumwill be paid within the prescribetime. Sometimesagents
collect the premium amount and dispatch or deposited to the insurance company.
They have to deposit the money within 24 hours, except for the bank and postal
holiday. Theagent hasto deposit the premiumin full without deducting hiscommission.
If any amount or premiumwhichisdue, theinsurer directly shal pay theamount tothe
insured by acrossed or order cheque or by postal money order.

. INTEXT QUESTIONS 1.2

1.  Whichisthefunctionof GIC?

a) Carryingonof any part of thegenera insurance, if it thinksitisdesirableto
do so.

b) Aiding, asssting and advising theacquiring companiesinthematter of setting
up of standardsof conduct and sound practicein generd insurancebusiness.

€) Rendering efficient servicesto policy holdersof generd insurance.
d) All of theabove
2. Whichof thefollowingisnot asubsidiary of GIC?
a Nationa InsuranceCo. Ltd
b) Oriental InsuranceCo. Ltd.
¢) NewIndiaAssuranceltd.
d) Noneof theabove
3. Whatisthepaidup capital for alifeinsurance or general insurance company?
a 100crores
b) 200 crores
c) 150crores

d) 50crores
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INSURANCE LEGISLATION IN INDIA
What isthe paid up capital for are-insurance company? Reg“‘;‘“’ry Aspects in
nsurance

4.
a 100crores

b) 200 crores
Notes

c) 150crores
without

d) 50crores
Noinsurer can settleany clamequd toor exceeding Rs.

5.
thereport onthelossfrom alicensed surveyor.

a8 30000

b) 40000

¢ 10000
d) 20000

WHAT YOU HAVE LEARNT
TheLifelnsurance Corporation (“LI1C") wasformed in September 1956 by the Life

6-

Insurance CorporaionAct, 1956 (“LICAct”) which granted LI C theexclusiveprivilege
to conduct lifeinsurance businessin India. The generd insurance businesswasa so
nationdized with effect from January 1, 1973, through theintroduction of the General
Insurance Business(Nationalisation) Act, 1972 (“GICACct”). Therearefour subsidiary
companiesof GIC viz. the National Insurance Company Ltd. (“National Co.”), the
New IndiaAssurance Company Ltd. (“New IndiaCo.”), the Oriental Insurance
Company Ltd. (“Orienta Co.”), and the United IndiaAssurance Company Ltd. (* United
Co.”).Lifelnsurance and General Insurance companies must haveapaid-up capita

Rs. 100 croreswhereasareinsurer must have apaid-up capital of Rs. 200 crores.

TERMINAL QUESTIONS
Discussin brief the devel opment of insurancelegidationsin India

-_:-‘_—i
1.
2. Explaintheroleof insurancecouncilsinIndia
3.  DescribelnsuranceAct, 1938 inbrief.
4.  Explaintheroleandfunctionsof Lifelnsurance Corporation of India(LIC).
5.  Explaintheroleandfunctionsof Genera Insurance Corporation of India(GIC).
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Regulatory Aspects in @ ANSWERS TO INTEXT QUESTIONS

Insurance

1.1
1. (b) September 1956
2. (@ January 1st,1973

Notes 3. (b 24

(© 30

o &

(d) All of theabove
6. (d) Alloftheabove
1.2
1. (d) Alloftheabove
2. (¢ NewIndiaAssuranceltd.
3. (@ 100crores
4. (b) 200crores

5. (d) 20000

)] LEARNING OUTCOMES

After studying thischapter, youareable:

®  Torecadl thedevelopment of theInsurance Legidationin Indiaand therole of
Insurancecouncilsinindia

® Toexplaintheroleand functionsof LIC and GIC, andimportance of Insurance
Act, 1938, GICAct, 1972 and LICAct, 1956.
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INSURANCE REGULATORY AND
DEVELOPMENTAUTHORITY OF
INDIAAND REGULATORY ASPECTS
OF INSURANCE AGENT (PART-I)

2.0 INTRODUCTION

Therearelargenumbersof fraudswhich are happening today in theinsuranceindustry.
Largenumbersof Insurersarethereintheindustry aongwiththeintermediarieslike
insurance brokers, reinsurance brokers, insurance consultants, corporate agents,
bancassurance agents, third party adminigtrator, surveyorsand lossassessors Aregul ator
isrequired whowill control thefunctioning of these organizationsthrough regul ations
and by defining the code of conduct of these organizations. For all typeof Insurance,
Insurance Regulatory and Development Authority of India(IRDAL) istheregulator in
thelndian Insurance Market.

Insurance Regulatory and Devel opment Authority of India(IRDAL) isan autonomous
body set up under the IRDAAct, 1999 as per the recommendations of the Mal hotra
Committee. Insurance Regul atory and Development Authority of Indiaispopularly
knownasIRDALI. IRDAI regulatethe Indianinsuranceindustry to protect theinterests
of the policyholdersand work for the orderly growth of theindustry. The headquarters
of IRDAI isat Hyderabad, Andhra Pradesh. In thischapter you will learn about the
composition, duties, power and functionsof theIRDAI. You will asolearn about the
issuesrel ated with the appoi ntment of Insurance Agent and Composite Insurance
Agent by thelnsurer.
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Insurance Regulatory and Development Authority of India and Regulatory Aspects of Insurance Agent (Part-I)

2.1 OBJECTIVES

After reading thislesson, you will beableto:

® Explaintheimportant features of Insurance Regulatory and Development
Authority Act, 1999

® Explainthecompostion, duties, power and functionsof theIRDAI
® DestribetheLicensing functionsof IRDAI

® DiscusstheAppointment of InsuranceAgent and Composite I nsurance Agent
by the Insurer

®  Satetheimportanceof InsuranceAgency Examination

® Recognisethecriteriafor Disgualification to act asan Insurance Agent

2.2 INSURANCE REGULATORY AND DEVELOPMENT
AUTHORITY ACT, 1999

IRDAI was constituted by Insurance Regulatory and Devel opment Authority Act,
1999. The IRDA Act, 1999 was passed as per the major recommendation of the
Malhotra Committee Report (1994) which recommended establishment of an
independent regulatory authority for insurance sector in India, along with the presence
of private sector companies and foreign promotersfor the growth of theinsurance
sector in India. Following the recommendations, the IRDA was constituted asan
autonomous body in 1999 and incorporated asastatutory body in April 2000. With
thecomingintoforceof theIRDAACt, 1999, theinsuranceindustry wasopened up to
the private sector.

2.3 PURPOSE OF IRDA ACT, 1999

The purpose of theAct wasto providefor the establishment of an Authority to protect
theinterestsof holdersof insurance policies, to regul ate, promote and ensure orderly
growth of theinsuranceindustry and for matters connected therewith or incidental
thereto and further to amend the InsuranceAct, 1938, the L ife Insurance Corporation
Act, 1956 and the Genera Insurance Business (Nationalisation) Act, 1972.
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2.4 MAJOR SECTIONS OF IRDA ACT, 1999

Themajor sectionsof theIRDAAct, 1999 areasfollows:

1.

Definitions

1 (f) “Intermediary” or “ Insurance Intermediary” includesinsurance brokers,
reinsurance brokers, insurance consultants, corporate agents, third party
administrator, surveyorsand | oss assessors and such other entities, asmaybe
notified by theIRDAI fromtimetotime.];

Establishment and Incorporation of IRDAI

The Insurance Regulatory and Development Authority of India(IRDAI) was
established by thisAct. IRDAI isabody corporate by thenameof Thelnsurance
Regulatory and Devel opment Authority of Indiahaving perpetual succession
and acommon seal with power, subject to the provisionsof thisAct, to acquire,
hold and dispose of property, both movable and immovable, and to contract
and shall, by the said name, sue or be sued.

The current head office of theIRDAI isin Hyderabad, Telanganawith other
officesinother placesin India

Composition of IRDAI

Section 4 of the IRDAACct, 1999 definesthe composition of theIRDAI. The
IRDALI isaten member body appointed by the Government of Indiaconsgting of -

(@ A Chairperson;
(b) Not morethanfivewhole-time members;

(¢) Not morethanfour part-timemembers,

to beappointed by the Central Government from amongst personsof ability, integrity
and standing who have knowledge or experiencein lifeinsurance, general insurance,
actuaria science, finance, economics, law, accountancy, administration or any other
disciplinewhichwould, inthe opinion of the Central Government, be useful to the
IRDAL:

1substituted by the Insurance Laws (Amendment) Act, 2015 w.r.e.f 26.12.2014. Prior
to its substitution, clause (f) read as under:

(f) “intermediary or insurance intermediary” includes insurance brokers, reinsurance

brokers, insurance consultants, surveyors an |0ss assessors;
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While appointing the Chairperson and the whol e-time members, ensurethat at |east
one person eachisaperson having knowledge or experiencein lifeinsurance, genera
insuranceor actuaria science, respectively.

4.

Tenure of Office of Chairperson and Other Members

The Chairman tenurewill befor 5 yearsand eligiblefor reappointment till he
attainsthe age of 65 years.

The appointment of memberswill befor 5 yearsand eligiblefor regppointment
but not exceeding the age 62 years.

Removal from Office

The Centra Government can remove any member from officewho-

(@ s, orat any timehasbeen, adjudged asan insolvent; or

(b) Hasbecomephysically or mentally incapable of acting asamember; or

(c) Hasbeen convicted of any offence which, in the opinion of the Central
Government, involvesmoral turpitude; or

(d) Hasacquired suchfinancid or other interest asislikely toaffect prejudicialy
hisfunctionsasamember; or

(e) Hassoabused hisposition asto render hiscontinuationin office detrimental
tothepublicinterest.

No such member shall be removed unless he has been given areasonable
opportunity of being heardinthe matter.

Salary and Allowances of Chairperson and Members: The Chairperson
and full timemembersshall receivethesaary& alowanceas prescribed by the
Government.

Bar on Future Employment of Members: The Chairperson and thewhole
timemembers cannot accept any appoi ntment without Govt. approva within 2
yearsfrom the date on which he/she ceasesor retiresfrom the office.

Administrative Powers of Chairperson: The Chairperson shall havethe
powersof generd superintendenceand directionin respect of all adminigtrative
meattersof the[RDAI.

Meetings of Authority: The|RDAI shall meet at such timesand placesand
shall observe such rulesand proceduresin regard to transaction of businessat
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10.

itsmeetings (including quorum at such mestings) asmay be determined by the
regulations.

TheChairpersonif for any reasonisunableto attend ameeting, any other member
chosen by the members present from amongst themsel ves at the meeting shall
presideat the meeting.All questionswhich come up before any meeting of the

IRDAI shall be decided by amajority of votes by the members present and
voting, andintheevent of anequality of votes, the Chairperson, or inhisabsence,
the person presiding shal haveasecond or casting vote. The IRDAI may make
regulationsfor thetransaction of businessat itsmeetings.

Duties, Powers and Functions of IRDAI Duties:

ThelRDAI shal havetheduty to regulate, promote and ensure orderly growth
of theinsurance businessand re-insurance business.

Power and Functions of IRDAI:

The powersand functionsof IRDAI shall include, -

(@ Issuetotheapplicant acertificate of registration, renew, modify, withdraw,
suspend or cancel such regigtration;

(b) protection of the interests of the policy holdersin matters concerning
assigning of policy, nomination by policy holders, insurable interest,
settlement of insurance claim, surrender value of policy and other terms
and conditionsof contractsof insurance;

(c) Specifying requisitequalifications, codeof conduct and practical training
for intermediary or insuranceintermediariesand agents;

(d) Specifyingthecodeof conduct for surveyorsand | oss assessors,
(e) Promoting efficiency inthe conduct of insurance business;

(f) Promoting and regulating professional organisations connected with the
insurance and re-insurancebusiness;

(9 Levyingfeesand other chargesfor carrying out the purposesof thisAct;

(h) Cdlingforinformationfrom, undertakinginspection of, conductingenquiries
andinvestigationsincluding audit of theinsurers, intermediaries, insurance
intermediariesand other organi zations connected with theinsurancebusiness;
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(i) Control and regulation of therates, advantages, termsand conditionsthat
may be offered by insurersin respect of general insurance businessnot so
controlled and regul ated by the Tariff Advisory Committee under section
64U of thelnsuranceAct, 1938 (4 of 1938);

() Specifying the form and manner in which books of account shall be
maintained and statement of accounts shall be rendered by insurersand
other insuranceintermediaries;

(k) Regulatinginvestment of fundsby insurance companies,

() Regulating maintenanceof margin of solvency;

(m) Adjudication of disputesbetweeninsurersand intermediariesor insurance
intermediaries,

(n) Supervising thefunctioning of the Tariff Advisory Committee;

(0) Specifying the percentage of premium income of theinsurer to finance
schemesfor promoting and regul ating professional organizationsreferred
toinclause;

(p) Specifyingthepercentage of lifeinsurance businessand genera insurance
businessto be undertaken by theinsurer intherura or social sector; and

(0) Exercising such other powersasmay be prescribed.
Constitution of Funds

There shall be constituted afund to be called “the Insurance Regul atory and
Development Authority Fund” and there shall be credited thereto-

(@ al Government grants, feesand chargesreceived by the IRDALI;

(b) al sumsreceived by theIRDAI from such other source asmay bedecided
upon by the Central Government;

Purpose of Fund:
TheFund shall be applied for meeting -

(@ Thesdlaries, dlowancesand other remuneration of themembers, officers
and other employeesof theIRDAI;

(b) Theother expensesof theIRDALI in connection with thedischarge of its
functionsand for the purposesof thisAct.
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12.

13.

14.

15.

Furnishing of Returns, etc. to Central Government

(1) ThelRDAI shdl furnishtothe Centrd Government at suchtimeandinsuch
form and manner asmay be prescribed, or asthe Central Government may
direct tofurnish suchreturns, statementsand other particularsinregardto
any proposed or exigting programmed for the promotion and devel opment
of theinsuranceindustry asthe Central Government may, fromtimeto
time, require.

(2) Without prejudiceto the provisions of sub-section(1), the IRDAI shall,
withinninemonthsafter thecloseof eachfinancid year, submit tothe Centra
Government areport giving atrueand full account of itsactivitiesincluding
theactivitiesfor promotion and devel opment of theinsurancebusinessduring
thepreviousfinancid year.

(3) Copiesof thereportsreceived under sub-section (2) shall belaid, assoon
asmay be after they arereceived, before each House of Parliament.

Chairperson, Members, Officers and Other Employees of IRDAI to be
Public Servants: The Chairperson, members, officersand other employeesof
IRDAI shdl bedeemed, when acting or purporting to act in pursuance of any of
theprovisionsof thisAct, to be public servantswithin themeaning of section 21
of the Indian Penal Code (45 of 1860).

Protection of action taken in good faith: No suit, prosecution or other legal
proceedingsshal lieagaingt the Central Government or any officer of the Central
Government or any member, officer or other employeeof the|RDAI for anything
whichisin good faith doneor intended to be done under thisAct or therulesor
regul ationsmadethere under:

Provided that nothing inthisAct shall exempt any personfromany suit or other
proceedingswhich might, apart fromthisAct, be brought against him.

Delegation of Powers

(1) ThelRDAI may, by general or special order inwriting, delegateto the
Chairperson or any other member or office of theIRDAI subject to such
conditions, if any, asmay be specified inthe order such of itspowersand
functionsunder thisAct asit may deem necessary.

(2) The IRDAI may, by a general or special order in writing, also form
committees of themembersand del egateto them the powersand functions
of the|RDAI asmay be specified by theregulations.
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Insurance Regulatory and Development Authority of India and Regulatory Aspects of Insurance Agent (Part-I)

Power to Make Rules

(1) TheCentral Government may, by notification, makerulesfor carrying out
theprovisionsof thisAct.

(2) Inparticular, andwithout prejudiceto thegenerdity of theforegoing power,
such rulesmay providefor al or any of thefollowing matters, namely :

(@ thesdary andalowancespayableto, and other termsand conditions
of serviceof, themembersother than part-time membersunder sub-
section(1) of section 7;

(b) thealowancesto be paid to the part-time membersunder sub- sec-
tion(2) of section 7;

(©)  such other powersthat may be exercised by the|RDAI under clause
(g) of sub-section(2) of section 14;

(d) theform of annual statement of accountsto be maintained by the
IRDAI under sub-section(1) of section 17;

(e) theformandthe manner inwhichandthetimewithinwhichreturns
and statementsand particularsareto befurnished to the Central Gov-
ernment under sub-section(1) of section 20;

(f) themattersunder sub-section(5) of section 25 onwhich the Insur-
anceAdvisory Committeeshall advisethe RDAI;

(90 any other matter whichisrequiredto be, or may be, prescribed, orin
respect of which provisionisto be or may be madeby rules.

Establishment of Insurance Advisory Committee

(1) ThelRDAI may, by notification, establish with effect from such date asit
may specify in such notification, aCommitteeto beknown asthelnsurance
Advisory Committee.

(2) ThelnsuranceAdvisory Committeeshall consist of not morethan twenty-
five members excluding ex-officio membersto represent the interests of
commerce, industry, trangport, agriculture, consumer fora, surveyors, agents,
intermedi aries, organi zationsengaged in safety and loss prevention, research
bodiesand employees association intheinsurance sector.

(3) TheChairperson and the membersof the IRDAI shall bethe ex officio
Chairperson and ex officio membersof thelnsuranceAdvisory Committee.
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(4) Theobjectsof thelnsuranceAdvisory Committee shall beto advisethe
IRDAI on mattersrelating to the making of theregulation.

(5) ThelnsuranceAdvisory Committee may advisethe |RDAI on such other
mattersasmay be prescribed.

Miscellaneous Provisions:

The Central Government canissuethedirectiontothel RDAI on policy matters
not on administrative and technical mattersand the|RDAI isbound to follow
suchdirection.

The Central Government can supersede any act of theIRDAL.

ThelRDAI can delegateits powersto Chairperson or membersor officersand
employeesof the|RDAI as per regulation made under thisact.

ThelRDALI haspower to makeregulationsto befollowed at its meetings
Therule& regulation madeby the|RDAI shall be placed beforethe Parliament.

Any ruleor regulationsmade under thisact will bar the applicability of other
lawsof theland.

TheLifelnsuranceAct, 1938; TheLifelnsurance CorporationAct, 1956; and
The Genera Insurance Business (Nationdization) Act, 1972 shal beamended
inthe manner specified intheFirst, Second and Third scheduleto thisAct.

. INTEXT QUESTIONS 2.1

1

Insurance Regulatory and Devel opment Authority of Indiawas congtituted by

a ThelnsuranceAct 1938

b) IRDAAct, 1999

¢) ThelnsuranceLaws(Amendment) Act, 2015
d) Noneof theabove

The IRDA Act, 1999 was passed as per the major recommendation of the
report of

a Tendulkar Committee
b) MahotraCommittee
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c) GuptaCommittee

d) RganCommittee

Which of thefollowing istheaim of establishment of IRDAI?

a) Toprotect theinterestsof holdersof insurancepolicies,

b) Toregulate, promote and ensure orderly growth of theinsuranceindustry

c) ToamendthelnsuranceAct, 1938, theLifelnsurance CorporationAct,
1956 and the General Insurance Business (Nationalisation) Act, 1972

d) All of theabove

includesinsurance brokers, reinsurance brokers,
insurance consultants, corporate agents, third partyadministrator, surveyorsand
| 0SS assessors

a) “Intermediary” or “insuranceintermediary”
b) “InterimInsurance Regulatory Authority”
c) “InsuranceAdvisory Committeg’

d) Noneof theabove

Theheadquartersof IRDAI isat

a Mumba

b) Cdcutta

c) Hyderabad, AndhraPradesh

d) Ddhi

How many membersarethereinthe composition of IRDAI?
a 12

b) 10

c 8

d 6
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7.

10.

Themembersof IRDAI are appointed by

a)
b)
©)
d)

ThePublic Sector Insurers
Both Public and Private Sector Insurers
TheGovernment of India

All of theabove

How many whole-time membersarethereinthe composition of IRDAI?

a)
b)
©)
d)

Not morethan six
Not morethanfive
Not morethan four

Not morethan three

How many part-time membersaretherein the composition of IRDAI?

a)
b)
©)
d)

Not morethan six
Not morethanfive
Not morethan four

Not morethan three

Which of thefollowing isnot the power and function of theIRDAI?

a)
b)

©)
d)

Issueto the applicant acertificate of registration

Specifying requisite qualifications, code of conduct and practical training
forintermediaries

Regulating investment of fundsby insurance companies

Noneof theabove

Thelnsurance Regulatory and Devel opment Authority Fund shall beappliedfor
meeting

a)

b)

©)
d)

Thesdaries, allowancesand other remuneration of themember's, officers
and other employeesof theIRDAI;

Theexpensesof the|RDAI in connectionwiththedischarge of itsfunctions
Both of theabove

Noneof theabove
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12.  Themainobjectiveof thelnsuranceAdvisory Committeeis

a) ToadvisethelRDAI on mattersrelating to the making of theregulation.
b) Tomonitor thefunctioning of privateinsurers
c) Tocontrol thefraudsby intermediaries

d) Toissueacertificateof registrationtotheinsurers

2.5 IRDAI AND ITS LICENSING FUNCTIONS

IRDALI hasplayed avery important rolein the growth and devel opment of the sector
by protecting policyholders ' interests; registering and regul ating insurance companies,
licensing and establishing normsfor insuranceintermediaries, regulating and overseeing
premium ratesand termsof non-lifeinsurance covers; specifying financia reporting
norms, regulating investment of policyholders' fundsand ensuring the maintenance of
solvency margin by insurance companies; ensuring insurance coverageinrural areas
and of vul nerable sections of society; promoting professional organi zationsconnected
withinsuranceand |l other alied and devel opment functions.

Every insurer seekingto carry out Insurance businessin Indiaisrequiredto obtaina
certificate of registration from IRDAI prior to commencement of business.

Other insuranceintermediarieslikeinsurance brokers, reinsurance brokers, insurance
consultants, corporate agents, bancassurance agents, third party administrator,
surveyors and loss assessors also need to take the license from IRDAI prior to
commencement of business. IRDA isissuing regulaionsonregular interva sspecifying
the procedure for registration and licensing along with the code of conduct to be
followed by theseintermediaries.

2.6 REGULATORY ASPECTS OF INSURANCE AGENT

Appointment of InsuranceAgent regul ationscameinto forcewith effect from 1tApril
2016.These Regulationsare called Insurance Regul atory and Devel opment Authority
of India (A ppointment of InsuranceAgents) Regulations, 2016.

Thefollowing definitionsarereevant.

1. Actf meansthe InsuranceAct, 1938 (4 of 1938) asamended from timeto
time

2. Appointment Letterf meansaletter of gppointment issued by aninsurer to
any personto act asan insurance agent.
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3.

10.

11.

12.

Appellate Officerf meansan officer authorized by the Insurer to consider
and dispose representations and appeal sreceived from an | nsurance Agent.

Insurance Agentf meansanindividua gppointed by aninsurer for the purpose
of soliciting or procuring insurance businessincluding businessrelating to the
continuance, renewd or revival of policiesof insurance.

Authorityf meansthelnsurance Regulatory and Development Authority of
Indiaestablished under the provisions of Section 3 of the Insurance Regulatory
and Devel opment Authority Act, 1999 (410f 1999).

Composite Insurance Agentf meansanindividual who isappointed asan
insurance agent by two or moreinsurers subject to the condition that he/she
shall not act asinsurance agent for morethan onelifeinsurer, onegenerd insurer,
onehedlthinsurer and oneeach of themono-lineinsurers.

Centralized List of Agentsf meansalist of agentsmaintained by theIRDAI,
which containsall detailsof agentsappointed by all insurers.

Centralized List of Black Listed Agentsf meanslist of agentsmaintained
by the|RDAI whase appointment iscancelled/suspended by adesignated officid
of insurer on grounds of violation of code of conduct and/ or fraud.

Designated Officialf meansan officer authorized by the Insurer to make
Appointment of anindividual asan InsuranceAgent.

Examination Bodyf meansan Institution, which conducts pre-recruitment
testsfor insurance agentsand whichisduly recognized by the IRDAL.

Mono-Line Insurerf for the purpose of these Regulationsmeansinsurer as
defined under section2 (9) of InsuranceAct, 1938 and carrying on oneparticular
specidizedlineof businesssuch asagricultureinsurance, export credit guarantee
business.

Multilevel Marketing Schemef meansany schemeasdefinedin explanation
to Section 42A of theAct.

2.7

APPOINTMENT OF INSURANCE AGENT BY THE INSURER:

Angpplicant seeking gppointment asan insurance agent of an Insurer shal submit
an applicationin FormI-A to the Designated Official of the Insurer.

The Designated Officia of theinsurer, onrece pt of thegpplication, shall satisfy
himsdlf that theapplicant:-
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a) HasfurnishedtheAgency Applicationin FormI-A completeindl respects,
b) Hassubmittedthe PAN detailsalong withtheAgency Application Form;
€) Haspassedtheinsuranceexamination;

d) Doesnot suffer fromany of thedisquaifications;

€) Hastherequisteknowledgeto solicit and procureinsurance business; and
capableof providing the necessary servicetothepolicy holders;

The IRDAI may exempt one or more of the above conditions for such
applicantswho areto be appointed to distribute only particular typeinsurance
product (s) having fixed premium and/or benefitssuch asMotor Third Party
Insurance.

The Designated Official shall exerciseduediligencein verifying the agency
application and ascertaining that the gpplicant does not hold agency appointment
for morethan onelifeinsurer, onegenera insurer, one health insurer and one
each of themono-lineinsurersandisnot in decentralized list of black listed
agents.

TheDesignated Officia shall dso verify

a) Thecentrdizedlist of agentsmaintained by theIRDAI withthe PAN Number
of the applicant to ascertain theinformation as stated above.

b) Thecentralized list of black listed agents maintained by the IRDAI to
ascertainthat the applicant isnot black listed.

The Designated Official on satisfying himself that the applicant hascomplied
with all the conditions mentioned above, and a so does not suffer from any of
thedisqualificationsmay processtheagency application and grant appointment
to the applicant asan insurance agent by issuing an gppointment letter within 15
daysof receipt of all documentsfrom the applicant. The Designated Official
shall alot an agency code number to the appointed agent and the agency code
number shall be prefixed by the abbreviation of theinsurer’sname.

The Designated Official may refuseor reject, for reasonsbeing recorded, an
application if he/shefeelsthat the grant of appointment may beagainst public
interest.

The agency appointment | etter issued as mentioned above shall lay downthe
terms of appointment covering all conditions governing appointment and
functioning of the applicant asinsurance agent and the code of conduct. The
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10.

letter of appointment shall be dispatched not later than 7 days after the
appointment of the agent.

Theapplicant so appointed asan insurance agent shall be provided anidentity
card, by theinsurer which shall identify the agent with theinsurer whom he/she
isrepresenting asan agent.

TheDesignated Officia shall enter and updatetheAgency Dataof the applicant
appointed asan | nsurance agent in the Agency Portal maintained by the[RDAI
through onlinemodeimmediately after the gppoi ntment of the agent. Theonline
updating of Agency database records by theinsurer isto maintain the updated
centralizedligt of agentsmaintained by theIRDAI. The Designated Officia shall
be responsible to ensure that the centralized list of agentsis up to date and
accurate.

TheDesgnated Officia may refuseto grant agency appointment to any gpplicant
if thegpplicant doesnat fulfill any of theconditionsmentionedintheseRegulations.
TheDesgnated Officid shal communicatethereasonsfor refusd for gopointment
asagent to the applicant in writing, within 21days of receipt of the application.

Anapplicant whoisaggrieved by thedecison of the Designated Officid refusing
to grant the agency appoi ntment may submit areview gpplicationtotheappelate
officer designated by theinsurer for review of thedecision. Theinsurer shall
designatean Appellate Officer to consider their view gpplication of thegpplicant.
TheAppellate Officer shall consider the application and communicatethefina
decisioninwritingwithin 15 daysof receipt of thereview application.

2.8

APPOINTMENT OF COMPOSITE INSURANCE
AGENT BY THE INSURER

An applicant seeking gppointment asa‘ Composite InsuranceAgent’ shall make
an gpplicationtothe Designated Officid of respectivelife, generd, healthinsurer
or mono-lineinsurer asthe casemay be, inthe* CompositeAgency Application
Form1-B. The Designated Officia of therespectiveinsurersshall deal withthe
application inthe manner and procedure outlined above.

2.8.1 Insurance Agency Examination

1

An gpplicant shal passinthelnsuranceAgency Examination conducted by the
Examination Body inthe subjectsof Life, Genera, or Health Insurance asthe
case may be, as per the syllabus prescribed by the IRDAI to be eligiblefor
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appointment as an insurance agent. Theinsurer shall provide the necessary
asd stance and gui danceto the candidates to equip them with adequateinsurance
knowledgerequired to quaify intheagency examination.

The applicant who has successfully passed the Insurance Agency Examination
asmentioned above shall beissued apass certificate by the Examination Bodly.
The passcertificateissued by the Examining Body shdl beinforcefor aperiod
of twelvemonths, for the purpose of seeking appointment asan agent with any
insurer for thefirst time.

Only candidateswho have qualified inthe Insurance Agency Examination as
mentioned above and who hold avaid passcertificateissued by the Examination
Body shall bedligibleto be considered for appointment as agents.

2.8.2 Disqualification to act as an Insurance Agent

The conditionsfor disqualification shall be as stipul ated under Section 42 (3) of the
InsuranceAct, 1938 (4 of 1938) which areasfollows.

a)
b)

©)

d)

if apersonisaminor;
if heisfound to be of unsound mind by aCourt of competent jurisdiction;

if he hasbeen found guilty of crimina misappropriation or criminal breach of
trust or cheating or forgery or an abetment of or attempt to commit any such
offence by aCourt of competent jurisdiction:

Provided that where at | east five years have el apsed since the compl etion of
them sentenceimposed on any personin respect of any such offence, the|RDAL
shall ordinarily declarein respect of such personthat hisconviction shall cease
to operateasadisqudification under thisclause;

if inthecourseof any judicia proceeding relating to any policy of insurance of
thewinding up of aninsurance company or in the course of aninvestigation of
theaffairsof dl insurer it hasthenfound that hehasbeen guiilty off or hasknowingly
participated in or connived at any fraud, dishonestly for misrepresentation againgt
aninsurer or aninsured.

if inthecaseof anindividua, hedoesnot possesstherequisitequalificationsand
practicd training for aperiod not exceeding twel ve months, asmay be specified
by theregulationsmade by theIRDAI inthisbehalf;

if inthecase of acompany or firm making an application, adirector or apartner
or oneor moreof itsofficersor other employeesso designated by it and inthe
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. INTEXT QUESTIONS 2.2

1

case of any other person, the chief executive, by whatever namecalled, orone | Regulatory Aspects in
. . . . . Insurance

or more of his employees designated by him, do not possess the requisite

qudificationsand practical training and have not passed such an examination as

required.

if heviolatesthe code of conduct as may be specified by theregulations made
by theIRDALI.

Notes

meansan individual who isappointed asan insurance
agent bytwo or moreinsurers

a CompositelnsuranceAgent
b) Mono-linelnsurer

C) InsuranceAgent

d) AppelateOfficer

isaninsurer carrying on one particul ar speciaized line of
businesssuch asagricultureinsurance, export credit guarantee business.

a CompositelnsuranceAgent
b) Mono-linelnsurer

C) InsuranceAgent

d) AppelateOfficer

Which of thefollowing aretruewith respect to the application of appointment
for an InsuranceAgent?

a) Applicant hastofurnishtheAgency Applicationin Form1-A completeinal
respects;

b) Applicant hastosubmit the PAN detailsalongwiththe Agency Application
Form;

c) Applicant hasto passtheinsurance examination;

d) All of theabove
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4.  Which of thefollowingisnot the condition for disqualificationsto act asan
insuranceagent?

a) ifapersonisaminor;

b) if hehasbeenfound guilty of crimina misappropriationor crimina breach
of trust or cheating

c) if heviolatesthecodeof conduct specified by IRDAI

d) Noneof theabove

©-| WHAT YOU HAVE LEARNT

Insurance Regulatory and Devel opment Authority of India(IRDAL) isanautonomous
body set up under theIRDAAct, 1999 as per the recommendations of the Ma hotra
Committee. Theamof IRDAI isto protect theinterestsof holdersof insurancepolicies,
to regulate, promote and ensure orderly growth of theinsurance industry and for
matters connected therewith or incidental thereto. “ Intermediary” or “insurance
intermediary” areorganizationsthat he pinsurersinther bus nessandincludesinsurance
brokers, reinsurance brokers, insurance consultants, corporate agents, third party
adminigtrator, surveyorsand lossassessors. Thereare 10 membersin the composition
of IRDAI which are appointed by the Government of India. It includesaChairperson;
not more than five whol e-time members; and not morethan four part-time members.
The Chairmanisappointed for aperiod of 5yearsand eligiblefor regppointment till he
attainsthe age of 65 years. The part time members are appointed for aperiod of 5
yearsand eligiblefor reappoi ntment but not exceeding the age 62 years. IRDAACH,
1999 has also the defined Duties, powersand functionsof IRDAI. The objective of
thelnsurance Advisory Committeeisto advisetheIRDAI on mattersrelating to the
making of theregulation. Thereisapre-defined procedure for the appointment of
InsuranceAgent by thelnsurer. Thereare certain conditionswhichwould resultinthe
disgudificationto act asan InsuranceAgent.

ll'ltlm

TERMINAL QUESTIONS

oy

1.  Whatdoyouunderstand by “Intermediary” or “insuranceintermediary”?

2. Explanthecompostion of Insurance Regulatory Devel opmentAuthority of India
(IRDAI).Also eaborate thetenure of itsmembers.

3. Write adetailed note on the Duties, Powers and Functions of Insurance
Regulatory Development Authority of India(IRDAL).
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4.  WriteanoteonIRDAI anditsLicensing Functions.

5.  Explaintheprocedure of Appointment of InsuranceAgent by the Insurer.

6.  What arethe conditionfor disqualificationsto act asan insurance agent?

‘E‘I ANSWERS TO INTEXT QUESTIONS

2.1
1. (b
2. (b
3. (d)
4. (3
5 (9
6. (b)
7. (©
8 (b
9. (¢
10. (d)
11. (¢)
12. (a

2.2
1 @
2. (b)
3. (d)
4. (d)

IRDAAct, 1999

MalhotraCommittee

All of theabove

“Intermediary” or “insuranceintermediary”
Hyderabad, Andhra Pradesh

10

TheGovernment of India

not morethanfive

not morethan four

Noneof theabove

Both of the above

ToadvisetheIRDAI on mattersrelating to themaking of theregulation.

CompositelnsuranceAgent
Mono-linelnsurer
All of theabove

Noneof theabove
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LEARNING OUTCOMES

After studying thischapter, youareable:

To explain the composition, duties, power and functionsof theIRDAI and the
procedure of appointment of Insurance and Composite Insurance Agent by the
Insurer; and criteriawhich can lead to Disgualification to act asan Insurance
Agent
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3.0 INTRODUCTION

A codeof conduct isaset of rules, principles, values, stlandards, practicesor behavior
of anindividual or an organization. Insurance Regul atory and Devel opment Authority
of India(Appointment of Insurance Agents) Regulations, 2016 definesthe code of
conduct for theinsurance agents. It also highlightsthe conditionsfor suspension of
appointment of an agent; procedurefor cancellation of agency; effect of suspension/
cancel lation of agency appointment; procedureto befollowed in repect of resignation/
surrender of appointment by aninsurance agent and generd conditionsfor appointment
of agentsby theinsurer whichwill bethetopicsof discussioninthischapter.

3.1 OBJECTIVES

After reading thislesson, youwill beableto:

®  StatetheCodeof Conduct for insurance agents

Recogni sethe conditionsfor the Suspens on of Appointment of anAgent
Statethe Procedurefor Cancellation of Agency

Explain the Effect of suspens on/cancellation of Agency appointment

Discussthe Procedureto befollowed in respect of resignation/surrender of
gppointment by an insurance agent

® Definethe General conditionsfor appointment of Agentsby theinsurer
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3.2 CODE OF CONDUCT

Regulation 8 of ‘Insurance Regulatory and Development Authority of India
(Appointment of InsuranceAgents) Regulations, 2016’ definesthe code of conduct
for thelnsuranceAgents.

1

Every insurance agent shall follow thefollowing code of conduct: -

Every insurance agent shall:

Vi)

identify himsdlf and theinsurer of whom heisaninsurance agent;

Show the agency identity card to the prospect/client, and aso disclosethe
agency appointment | etter to the prospect/client on demand;

providethenecessary information about theinsurance productsand suggest
the productsas per the need of theclient;

wherethe I nsurance agent represents more than oneinsurer offering same
line of products, he should dispassionately advicethe policyholder onthe
productsof al Insurerswhom heisrepresenting and the product best suited
to the specific needs of the prospect;

Disclosethescdesof commissioninrespect of theinsurance product offered
for sale, if asked by the prospect;

indicatethe premium to be charged by theinsurer for theinsurance product
offeredfor sde;

explainto the prospect the nature of information required in the proposal
form by the insurer, and also the importance of disclosure of material
information in the purchase of aninsurance contract;

viii) bringto the notice of theinsurer every fact about the prospect relevant to

insuranceunderwriting, including any adversehabitsor incomeincons stency
of the prospect, within theknowledge of the agent, in theform of areport
caled*InsuranceAgent’s Confidential Report” along with every proposal
submitted to theinsurer wherever applicable, and any material fact that
may adversely affect the underwriting decision of theinsurer asregards
acceptance of the proposal, by making all reasonable enquiries about the
prospect;

obtaintherequisitedocumentsat thetime of filing the proposal formwith
theinsurer; and other documents subsequently asked for by theinsurer for
completion of the proposal;
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X)

advise every prospect to effect nomination under thepolicy

xi) inform promptly the prospect about the acceptance or rejection of the

proposa by theinsurer;

Xii) render necessary assistance and adviceto every policyholder introduced

through him/her onal policy servicing mattersincluding assgnment of palicy,
change of address or exercise of options under the policy or any other
policy service, wherever necessary;

Xiii) render necessary assistancetothe policyholdersor clamantsor beneficiaries

incomplying with therequirementsfor settlement of clamsby theinsurer;

2. Noinsuranceagent shdll:

a)

b)

h)

)

K)

Salicit or procure insurance business without being appointed to act as
such by theinsurer

Encouragethe prospect or aclient to omit any materia informationinthe
proposal form;

Encouragethe prospect/client to submit wronginformationinthe proposa
form or documents submitted to theinsurer for acceptance of the proposal;

Participatein any multilevel marketing for selling insurance policiesand/or
welcomeany prospect/policyholder intoamultileve level marketing scheme.

Behaveinadisrespectful manner with the prospect;

Interferewith any insurance proposal introduced by any other insurance
agent,;

Offer different rates, advantages, termsand conditions other than those

offered by hisinsurer;

Demand or receive a share of proceeds from the beneficiary under an
insurance contract;

Forceapolicyholder to terminatetheexisting policy and buy anew policy
from himwithin threeyearsfrom the date of such termination of theearlier
policy;

Apply for fresh agency appointment to act asan insurance agent, if his

agency appointment wasearlier cancelled by thedesignated officia, anda
period of five yearshas not passed from the date of such cancellation;

Becomeor remain adirector of any insurer;
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3.

Every insuranceagent shall put every effort to get the premium of aready issued
policiesinthe past by giving noticeto the policyholder oraly andinwriting;

Any personwho actsasan insurance agent without alicense of insurance agent
shall beliableto apenalty which may extend to ten thousand rupeesand any
insurer or any person acting on behalf of an insurer appointsany person asan
insurance agent who isnot permitted to act asan agent, then Insurer isliableto
pay apenalty which may extend to one crore rupees.

Theinsurer shal berespongblefor al actsand omissonsof itsagentsincluding
violation of code of conduct specified above, and shall beliableto apenalty
which may extend to one crorerupees.

. INTEXT QUESTIONS 3.1

1

Which of thefollowing statement isnot apart of the Code of conduct for Insurance
Agents?

a) Everyinsuranceagent shal identify himself and theinsurer of whomheisan
insurance agent

b) Everyinsuranceagent shall disclosethe scal esof commission oninsurance
products, if asked by the prospect

c) Everyinsurance agent shall demand or receive ashare of proceedsfrom
thebeneficiary

d) Everyinsuranceagent shdl indicatethepremiumto becharged by theinsurer
for theinsurance product offered for sale;

Noinsurance agent shal

a) Soalicit or procureinsurance business without being appointed to act as
such by theinsurer

b) Inducethe prospect to submit wronginformationintheproposa form
c) Interferewith any proposal introduced by any other insurance agent
d) All of theabove

3.3 SUSPENSION OF APPOINTMENT OF AN AGENT

Regulation 10 of ‘Insurance Regulatory and Development Authority of India
(Appointment of Insurance Agents) Regulations, 2016’ definesthereasonsfor the
Suspens on of Appointment of anAgent.
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1.  Theappointment of an agent may be cancelled or suspended after due notice
and after giving him/her areasonable opportunity of being heard if he/she: -

a)

h)

)

K)

Violatesthe provisionsof theInsuranceAct,1938 (4 of 1938), Insurance
Regulatory and Devel opment Authority Act, 1999 (41 of 1999) or rulesor
regulations, madethere under asamended fromtimetotime;

Attractsany of the disgualifications mentioned in the previous chapter.

Failsto obey with the code of conduct mentioned above and directions
issued by theIRDAI fromtimetotime.

Violatestermsof appointment.

Failsto provideany information relating to his/her activitiesasan agent as
required by theInsurer or theIRDAI;

Failsto comply with thedirectionsissued by theIRDALI;

Furnisheswrong or falseinformation; or hidesor failsto disclose materia
factsin the application submitted for appointment of Insurance Agent or
duringtheperiod of itsvalidity.

Doesnot submit periodical returnsasrequired by the lnsurer/IRDAL;

Does not co-operate with any inspection or enquiry conducted by the
IRDAI;

Fails to resolve the complaints of the policyholders or failsto give a
satisfactory reply totheIRDALI inthisbehalf;

Either directly or indirectly involvesin misuseof thepremiums/ cash collected
from policyholders/prospects on beha f of insurer. However, thisproviso
does not permit an agent to collect cash/premium without specific
authorization by theinsurer.

3.4 PROCEDURE FOR CANCELLATION OF AGENCY

Ontheissueof thefinal order for cancellation of agency of theinsurance agent, he/she
shall ceaseto act asan insurance agent from the date of thefinal order. The order of
suspens on/cancellation of appointment of the InsuranceAgent shall be displayed on
website of the Insurer and updated in centralized list of agents maintained by the
IRDAI, sothat regigtration of new businessby the suspended/cancelled agent isstopped
immediately by theinsurers.
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3.5 EFFECT OF SUSPENSION/CANCELLATION OF
AGENCY APPOINTMENT

1.  Onandfromthedateof suspensionor cancellation of theagency, theinsurance
Agent, shall ceaseto act asan insurance agent.

a Theinsurer shall recover the appointment letter and I dentity card from the
agent whose gppoi ntment hasbeen cancelled under theseRegul ationswithin
7 daysof issuanceof final order effecting cancellation of appointment.

b) Theinsurer shal black list the agent and enter the detail sof the agent whose
appointment issuspended/cancelled into the black listed agents' database
maintained by the IRDAI and the centralised list of agents’ database
maintained by the|RDAI, inonlinemode, immediately after issuance of the
order effecting suspension/ cancellation.

C) Incaseasuspensionisrevoked inrespect of any agent on conclusion of
disciplinary action by way of issuance of aspeaking order by Designated
Officid, thedetailsof such agent shal beremoved fromlist of black listed
Agentsassoon asthe Speaking Order revoking his’her suspensionisissued.

d) Theinsurer shdl asoinformotherinsurers, Lifeor Genera or Hedth Insurer
or Mono-linelnsurer with whom he/sheisacting asan agent, of theaction
taken against the Insurance Agent for their records and necessary action.

Appeal Provision: An agent whoisaggrieved by theorder of cancellation can apped
totheinsurer within 3 monthsfrom the date of receipt of the order. Theinsurer shall
appoint an Appd late Officer who shal examinethe apped and givehisdecisoninthe
matter inwriting within 30 daysof therece pt of the appeal.

3.6 PROCEDURE TO BE FOLLOWED IN RESPECT OF
RESIGNATION/SURRENDER OF APPOINTMENT BY
AN INSURANCE AGENT

1. Incaseaninsurance agent appointed by an insurer wishesto surrender his
agency with his’her insurer, he/she shall surrender hisappointment | etter and
identity card tothedesignated officid of theinsurer withwhomhe/sheiscurrently

holding agency.

2. Thelnsurer shall issuethe cessation certificate asdetailedin Form I-Cwithina
period of 15 daysfrom the date of resignation or surrender of appointment.
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An Insurance Agent who has surrendered his appointment may seek fresh
appointment with other insurer. In such acase, the agent hasto furnishtothe
new insurer al thedetails of hig/her previous agency and produce Cessation
Certificateissued by the previousinsurer issued in Form [-C, along with his
agency applicationform.

Theinsurer will consider theagency application asoutlined in Regulation 4 after
aperiod of 90 daysfrom the date of theissue of the cessation certificate by the
previousinsurer.

3.7

GENERAL CONDITIONS FOR APPOINTMENT OF
AGENTS BY THE INSURER

Thelnsurer shall framea‘Board Approved Policy’ covering Agency Matters
andfilethesamewiththe|IRDAI before 31t March every year. Theguideines
for the* Board Approved Policy’ to beframed by the Insurer are mentioned in
detall intheAnnexure- | of thelnsurance Regulatory and Devel opmentAuthority
of India(Appointment of InsuranceAgents) Regulations, 2016 which can be
download fromthewebsiteof IRDAI

Noindividua shall act asan insurance agent for morethan onelifeinsurer, one
general insurer, onehedthinsurer and one each of mono-lineinsurers

Any individua, who actsasan insurance agent in breach of theprovisionsof this
Act, shal beliableto apenaty which may extend to ten thousand rupees.

Any insurer or any representative of theinsurer acting on behalf of theinsurer,
who gppointsan individua asaninsuranceagent not permitted to act assuch or
transact any insurance businessin Indiashall beliableto penalty which may
extend to one crorerupees.

No insurer shall, on or after the commencement of the Insurance Laws
(Amendment) Act, 2015 appoint any Principa Agent, Chief Agent, and Specia
Agent and transact any insurance businessin Indiathrough them.

No person shall allow or offer to allow, either directly or indirectly or asan
incentive, to any person to take out or renew or continue an insurance policy
through multilevel marketing scheme.

TheAuthority may through an officer authorized inthisbehaf, makeacomplaint
to theappropriate police authoritiesrelating to the entity or personsinvolvedin
theMulti-Level Marketing schemes.
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REGULATORY ASPECTS OF INSURANCE AGENT (PART- II)

8.

Every insurer and every Designated Officid whoisacting on behaf of aninsurer
inappointing insurance agents shall maintain aregister showing thename and
address of every insurance agent appointed by him and the date on which his
appointment began and thedate, if any, on which hisappointment ceased.

Therecordsas mentioned above shall be maintained by theinsurer aslong as
theinsuranceagent isin serviceandfor aperiod of fiveyearsfromthetermination
of theappointment.

. INTEXT QUESTIONS 3.2

1

The appointment of an agent may be cancelled or suspended if an agent:
a) Failstocomply withthe codeof conduct and directionsissued by IRDAI
b) Doesnot submit periodical returnsasrequired by the Insurer/IRDAI

c) Failsto resolve the complaints of the policyholders or failsto give a
satisfactory reply totheIRDAI inthisbeha f

d) All of theabove
Theorder of suspens on/cancel lation of appointment of the Insurance Agent:
a) Shdl bedisplayed onwebsiteof thelnsurer

b) Shdl updatedinthecentralizedlist of cancelled/blacklisted agentsmaintained
by theIRDAI

c) Bothof above
d) Noneof above

Which of thefollowingwill not betheeffect of suspens on/cancellation of agency
appointment?

a Theinsurer shall recover the appointment letter and I dentity card from the
agent

b) Theinsurer shall black list the agent and get the detail s updated into the
black listed agents' database maintained by the [RDAI

c) AnAgent shal solicit or procureinsurance businesswithout alicense

d) Theinsurer shdl dsoinform other insurerswithwhom he/sheisacting asan
agent
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4.  Anagentwhoisaggrieved by theorder of cancellation can appeal totheinsurer | Regulatory Aspects in

within from the date of receipt of the order. Insurance
a 1month

b) 2month

c) 3months

d) 6months Notes

©-| WHAT YOU HAVE LEARNT

A codeof conduct isaset of Principles, values, standards, or rules of behavior of an
individua which outlinesthenorms, rulesand responsibilitiesof, and or proper practices
for, anindividua inany profession. Insurance Regulatory and Devel opment Authority
of India(Appointment of Insurance Agents) Regulations, 2016 definesthe code of
conduct for the Insurance Agentswhich every agent shall adhereto. The code of
Conduct definesthe do’s and don’ts of his behavior while dealing with different
stakehol dersor while procuring business. Any misconduct by the agent may lead to
the Suspension of A ppointment of an Agent whichisdefinedinthe Regulation 10 of
Insurance Regul atory and Development Authority of India(Appointment of Insurance
Agents) Regulations, 2016. There are effects of suspension/cancellation of agency
appointment for aninsurance agent where he/she ceasesto act asan insurance agent.
His/her appointment | etter and | dentity card would be recovered by the Insurer and
detailswill beuploadedinthecentralized list of blacklisted agents maintained by the
IRDAL.

)

™
)

TERMINAL QUESTIONS

o

Write anote on the Code of Conduct for Agents

=

2. What arethe don’ tsas specified by the code of conduct for insurance agents?

3. What arethereasonswhich may result in the Suspens on of Appointment of an
Agent?

4.  What would betheeffect of suspens on/cancellation of agency appointment?

5.  Explaintheprocedureto befollowed in respect of resignation/surrender of
appointment by an Insurance agent.

6.  What arethegeneral conditionsfor appointment of agentsby thelnsurers?
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‘E ANSWERS TO INTEXT QUESTIONS

3.1
1 (0
2. (d)
3.2
1 (d)
2. (b
3. (©
4. (o)
ve

Every insurance agent shall demand or receive ashare of proceeds
fromthebeneficiary
All of theabove

All of theabove

shdl updated inthe centralised list of cancelled/blacklisted agents
maintained by the|RDAI

AnAgent shdl solicit or procureinsurance businesswithout alicense

3 months

©)) LEARNING OUTCOMES

After studying thischapter, youareable:

® Toexplanthedo'sand don'tsfor insurance agentsas mentioned in the code of

conduct

®  Toded withtheproceduresre ated with suspension of gppointment, cancellation
of agency, resignation/surrender of appointment, etc.
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REGULATORY FRAMEWORK OF
INSURANCE SECTOR

4.0 INTRODUCTION

Congder agtuationwhereatruck driver hitsaperson crossing theroad or any pedestrian
on road without hisfault, sointhiscasetheowner of the vehicle becomesliableto pay
for the compensati on to the nominee of the deceased. But the vehicle owner might not
befinancialy strong to pay for the compensation, thereforeto solve suchissuesmotor
vehicleact wasenforced which makesit compulsory for al the vehiclesto get insured
so that the affected person or family gets compensation fromtheinsurer.Similarly, the
owner of any industry may haveto pay compensation to itsemployeesif they meet an
accident or getsinjured during operationsin theindustry, so certain lawsare enforced
to save ownersof theindustry from paying such huge amount of losses.

Thischapter will help you understand actsand regul ationsrelated with milar instances
wherePublic Liability act; Workmen Compensation Act; and Motor VehicleAct will
be applied. Youwill alsolearn about Regulationsissued by IRDAI for Third Party
Adminigretors.

4.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Describetheimportant featuresof Public Liability InsuranceAct, 1991
® Explaintheimportant featuresof Employee’s CompensationAct, 1923
®  Recal theimportant featuresof Motor VehicleAct 1988
o

Explaintheregulationsfor Third Party Administrators (TPA)
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4.2 PUBLIC LIABILITY INSURANCE ACT, 1991

Thereare many organisationswhereworkersare handling hazardous substances and
likely to fall victims of accidents. While workers and employees of hazardous
installationswere protected under separate laws, but the public was not assured of
any relief except throughlong legal processes. Industrid unitsseldom havethewillingness
toreadily compensate the victimsof accidents & theonly remedy availablefor the
victimswasto go through prolonged litigation in the court of law. It is, therefore,
essentid to providefor Mandatory Public Liability Insurancefor ingtalationshandling
hazardous substancesto provideminimum relief to thevictims.

Such Insurance, apart from saf e guarding the interests of the victims of accidents
would aso provide cover & enabletheindustry to dischargeitsliability to settlelarge
clamsarisng out of mgor accidents. Public Liability InsuranceAct, 1991 wasenacted
to providefor publicliability- insurancefor the purpose of providingimmediaterelief
to the personsaffected by accident occurring while handling any hazardous substance
and for matters connected therewith or incidental thereto.

Public Liability Insurance Act, 1991

Enacted to providefor publicligbility- insurancefor the purpose
L L (o providing immediaterelief tothe personsaffected by accident
occurring whilehandling any hazardous substanceand for metters

connected therewith or incidental thereto.

Theeamant shall not berequired to plead and establish that the The. Act gives
desth, injury or damagein respect of whichtheclaim hasbeen kb

principle of
madewasdueto any wrongful act, negleet or default of any person. B SAS 2211 (52

Important Features

Reimbursement of medical expensesupto Rs. 12,500
* Rs. 25,000 + reimbursement of medical expensesupto Rs. 12,500in case of
desth

Fixed monthly relief of upto Rs. 1,000/- per month for maximum 3 monthsif
hospitalised for morethan 3 daysand ageisabove 16
Upto Rs. 6,000 for any damageto private property.

Figure4.1: Important features of Public Liability InsuranceAct 1991

TheAct givesrelief ontheprincipleof “No Fault”. Thismeansthat if thedesth or injury
to any person (other than aworkman) or damageto any property hasresulted froman
accident, the owner shall beliableto giverelief for such death, injury or damage. The

Open Vocational Educational Programme



REGULATORY FRAMEWORK OF INSURANCE SECTOR

claimant shall not berequired to plead and establish that the death, injury or damagein
respect of which the claim has been made was due to any wrongful act, neglect or
default of any person.

0]

(if)

)

Reimbursement of medica expensesincurred uptoamaximum of Rs. 12,500in
each case.

For fatal accidents (an accident that causes someoneto die) therelief will be
Rs. 25,000 per person in addition to reimbursement of medical expenses, if any
incurred onthevictim up to amaximum of Rs. 12,500.

For permanent total or permanent partial disability or other injury or sickness,
therelief will be

(@ reimbursement of medical expensesincurred, if any, upto amaximum of
Rs. 12,500/- in each case and

(b) cashrelief onthe basisof percentage of disablement as certified by an
authorised physician. Therelief for total permanent disability will beRs.
25.000.

For lossof wagesdueto temporary partia disability, which reducestheearning
capacity of thevictim, therewill beafixed monthly relief not exceeding Rs.
1,000/-per month up to amaximum of 3 months provided the victim hasbeen
hospitalised for aperiod exceeding 3 daysand isabove 16 years of age.

Upto Rs. 6,000 depending on the actual damage, for any damageto private
property.
Itistheduty of theowner to take out insurance policies, beforehe startshandling

any hazardous substance, whereby heisinsured against liability to give above
mentioned relief.

4.3 THE EMPLOYEE S COMPENSATION ACT 1923

Before 2010, Employee’'s Compensation Act, 1923 was known as Workmen's
CompensationAct. The object of thisAct wasto make provision for the payment of
compensationto aworkmanonly i.e. to the concerned employeehimsdlf incase of his
surviving theinjury in question and to hisdependentsin the case of deeth. Thegrowing
complexity of industry inthecountry with theincreasing useof machinery & consequent
danger to workmen, along with the comparative poverty of theworkmen themselves
rendersit advisablethat they should be protected from hardship out of accidents. A
legidation of thiskind helpsto reducethe number of accidentsinamanner that cannot
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be achieved by officia inspection and to mitigate the effect of accidentsby provision
for suitable medical treatment, therebymaking industry more attractiveto labour &
increasing itsefficiency. TheAct providesfor cheaper & quicker disposal of disputes
relating to compensati on through tribunal sthan was possible under the civil law.

TheAct definesthe amount of compensationto be paid inthe case of death, permanent
total disablement and Permanent partial disablement dueto aninjury whileon duty or
dueto disease contracted whichispeculiar to that environment also called “ occupetiond
diseass’.

The Employee s Compensation Act 1923

Before 2010 Employee’s Compensation Act, 1923 was known asWorkmen's
CompensationAct.

o AnActto providefor the payment by certain classesof employers
el (o their Employeesof compensation for injury by accident

Important Features

Ondeath resultsfrom aninjury, an amount equal to 50% of the monthly wages
last drawn by the deceased employee multiplied by the relevant factor or
Rs.1,20,000/- whichever ismore.

Where permanent total disablement resultsfrom aninjury, an amount equal to
60% of themonthly wages|ast drawn by theinjured workman multiplied by the
relevant factor or Rs. 1,20,000/- whichever ismore.

M aximum monthly wages (after amendments) of Rs. 15,000/- p.m.

In caseof permanent partia disablement, theamount payablewill beaperecntage
of theamount payable dueto permanent total disability givenintheact.

In case of temporary total or partial disablement resultsfromtheinjury, ahalf
monthly payment of the sum equivalent to 25% of the monthly wages of the
employee.

Figure4.2: Important features of Employee’'s Compensation Act 1923

Thefollowingistheamount payablein different cases.

@

(b)

On death resultsfromaninjury, an amount equal to 50% of themonthly wages
last drawn by the deceased employee multiplied by the relevant factor or
Rs.1,20,000/- whichever ismore.

Where permanent total disablement resultsfrom aninjury, anamountequal to
60% of the monthly wages|ast drawn by theinjured workman multiplied by the
relevant factor or Rs. 1,20,000/- whichever ismore.
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(©

©

(Therelevant factor mentionedin (a) & (b) aboveisbased onthe age of the
employeeandisgivenintheschedulelV of thisact. For e.g. at age 16 thefactor
i15228.54; at age 30 it is207.98; at age 50 it is 153.09. For the purpose of
arriving at the compensation the act hasfixed the maximum monthly wages
(after amendments) of Rs. 15,000/- p.m. andin casehissdary ismorethan Rs.
15,000/- p.m. he shall be deemed to be getting awage of Rs.15,000/- p.m.

only).

Incaseof permanent partid disablement resultsfrom aninjury, theamount payable
will beapercentage of theamount payabl e dueto permanent tota disability and
the percentageisspecifiedintheact.

Someexamplesare:

® Amputationthrough shoulder joint - 90%
® Lossof thumb - 30%

® Lossof four fingersof onehand - 50%

(Completelist of injuriesdeemed to- result in Permanent Total Disablement,
Permanent Partial Disablementisavailableinthe Schedulel of TheEmployee's
CompensationAct, 1923)

In case of temporary tota or partia disablement resultsfromtheinjury, ahalf
monthly payment of the sum equival ent to 25% of the monthly wages of the
employee.

Inadditionto the abovein case of death of an employee, asum of Rs.2,500/- is
required to be deposited by the empl oyer with the commissioner for payment to
theeldest surviving dependant of the employeetowardsfuneral expenses.

Thelist of occupation diseasesisa so mentioned inthe Schedulel 1 of thisact.

. INTEXT QUESTIONS 4.1

1

Which of thefollowing Act wasenacted for providing immediaterelief tothe
personsaffected by accident occurring while handling any hazardous substance?

a PublicLiability InsuranceAct, 1991

b) TheEmployee'sCompensation Act 1923
c) Motor VehicleAct 1988

d) ThelnsuranceAct 1938
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2.

Therelief under Public Liability InsuranceAct, 1991, medical expensesare
reimbursed upto amaximum of

ad Rs10,000ineachcase
b) Rs.12,500ineach case
€) Rs.25,000ineach case
d) Rs.30,000ineachcase

Therdief under Public Ligbility InsuranceAct, 1991, therelief for afata accident
inaddition to reimbursement of medical expensesis

ad Rs10,000ineachcase
b) Rs.12,500ineach case
€) Rs.25,000ineach case
d) Rs.30,000ineach case

Which of thefollowing act definestheamount of compensation dueto aninjury
whileon duty or dueto disease contracted which ispeculiar to that environment
aso called” occupationa disease’.

a PublicLiability InsuranceAct, 1991

b) TheEmployee'sCompensation Act 1923
c) Motor VehicleAct 1988

d) ThelnsuranceAct 1938

Under Employee’'sCompensation Act, 1923, in case of adeath resultsfroman
injury, thefollowing amountispayable:

a) 50% of themonthly wagesmultiplied by therdevant factor or Rs.1,20,000/
- whicheverismore.

b) 50% of themonthly wageslast drawn by the deceased employeemultiplied
by therelevant factor or Rs. 80,000/- whichever ismore.

c) 60% of themonthly wagesmultiplied by therdevant factor or Rs.1,20,000/
- whicheverismore.

d) 60% of themonthly wageslast drawn by the deceased employee multiplied
by therelevant factor or Rs. 80,000/- whichever ismore.
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6. Under Employee’s Compensation Act, 1923, in case of permanent total
disablement resultsfrom aninjury, thefollowing amount ispayable:

a) 50% of themonthly wagesmultiplied by therdevant factor or Rs.1,20,000/
- whicheverismore.

b) 50% of themonthly wageslast drawn by the deceased employeemultiplied
by therelevant factor or Rs. 80,000/- whichever ismore.

c) 60% of themonthly wagesmultiplied by therdevant factor or Rs.1,20,000/
- whichever ismore.

d) 60% of themonthly wageslast drawn by the deceased employee multiplied
by therelevant factor or Rs. 80,000/- whichever ismore.

7.  Forthepurposeof arriving at the compensation the act hasfixed the maximum
monthly wages (after amendments) of

a Rs.4,000/-p.m.

b) Rs.15,000/- p.m.
€) Rs.10,000/- p.m.
d) Rs.12,000/-p.m.

4.4 MOTOR VEHICLE ACT 1988

Thefirst law relating to Motor Vehicleswasthe Indian Motor VehicleAct 1914, which
stayedin operationtill theyear 1939. During thislong period therewasavast change
inthetransport scenario and the need wasfelt to comprehensively renew theold law
asthe developmentsrendered theworking of theold Act of 1939 inconvenient and it
was not in tunewith the changein timeand the new Act of 1988 was enacted.

TheMotor VehicleAct wasamended in 1988 to make Third Party Liability Insurance
compul sory thusno uninsured vehicleisallowed to play ontheroadsor inany public
placeinIndia. Theseprovisionsare not applied to any vehicle owned by the Central
Government or a State Government and used for purposes not connected with any
commercia enterprise. Theneed of thisenactment wasfelt dueto the growing number
of vehiclesand theincreasing number of accidents causing injury and death of the
peopleinvolved in theaccident and not being ableto get relief from the owner/ driver
of the vehiclebecause of long protracted legal battleinvolved, which many victims
could not afford. (Section 146). The Act was further amended in 2019 as Motor
Vehicle (Amendment) Act 2019. Someof thekey featuresof thisact after amendment
in2019 are;
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Theinsurance company shdl, upon receiving information of the accident, either from
claimant or through accident information report or otherwise, designate an officer to
settlethe claimsrelating to such accident. An officer designated by theinsurance
company for processing the settlement of claim of compensation may makean offer to
theclaimant for settlement beforethe Claims Tribuna giving such details, withinthirty
days and after following such procedure as may be prescribed by the Central
Government.

If, the claimant to whom the of fer ismade (a) accepts such of fer

(i) theClamsTribuna shall makearecord of such settlement, and such clam shall
be deemed to be settled by consent; and

(i)  thepayment shal be made by theinsurance company withinamaximum period
of thirty daysfromthe date of receipt of such record of settlement;

If, theclaimant to whom the offer ismade (b) rg ectssuch offer, adate of hearing shall
befixed by the Claims Tribund to adjudicate such claim on merits.

Motor Accident Claim Tribunals (MACT) have been set up by the State Government
to provide speedy redressal of Third Party claims. Damageto property of Third party
isalso covered and thelimit isRs.7,50,000/-. (Section 140 of Motor VehicleAct).

TheMotor Vehicle (Amendment) Act 2019 now providesthat in case of ahitand run
motor accident,thelega heirsor thevictim of anaccident will be entitled to apayment
of Rs. 2 lakhsonly in case of death and Rs. 50,000 in the case of grievous bodily
injury, or such higher amount as may be prescribed by the Central Government

Incaseif theowner of themotor vehicleisidentified, theowner of themotor vehicleor
theauthorised insurer shall beliableto pay acompensation, of asum of Rs. 5Lakhin
caseof death or of Rs. 2.5 Lakhin caseof grievoushurt tothelegal heirsor thevictim,
asthe casemay be.

Table51.1: Amount of compensation asper TheMotor Vehicle (Amendment) Act 2019

Amount of Compensation Hit & RunAccident Identified Vehicle

Death Rs. 2 lakhs Rs.5Lakh

Grievous Bodily Injury Rs. 50,000 Rs.2.5Lakh

In addition to the above claim the affected party can claim more compensation on
account of death or permanent disability under any other law of the country.

Motor VehicleAct also providesfor the creation of a“ Solatium Fund” to cater to the
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victimsof Hit and Run cases. Thefundiscreated by the contribution from Insurance
companies, state and central Government and the victimsof Hit & Run casesare
entitled to receive acompensation mentioned abovein Table40.1

Section 147 definesthe requirement of an Insurance policy andthelimitsof itsliability.
It also makestheissueof certificate of Insurance compul sory, aswell asthelimitation
of acover note.

. INTEXT QUESTIONS 4.2

1.  Asper TheMotor Vehicle (Amendment) Act 2019, in case of adeathin hit and
run motor accident, thelegal heirsof thevictim of an accident will beentitledto:

a Rs.50,000
b) Rs. 2lakhs
) Rs.25lakhs
d) Rs.5lakhs

2. Asper TheMotor Vehicle (Amendment) Act 2019, in case of agrievousbodily
injury in hit and run motor accident, thelegal heirsor thevictim of an accident
will beentitledto:

a Rs.50,000
b) Rs. 2lakhs
) Rs.25lakhs
d) Rs.5lakhs

3. Asper TheMotor Vehicle (Amendment) Act 2019, in case of adeath by an
accident through identified vehicle, thelegal heirsof thevictim of an accident
will beentitledto:

a Rs.50,000
b) Rs. 2lakhs
) Rs.25lakhs
d) Rs.5lakhs

Module - 5

Regulatory Aspects in
Insurance

Notes

Diploma in Insurance Services



Module - 5

Regulatory Aspects in

Insurance

Notes

REGULATORY FRAMEWORK OF INSURANCE SECTOR

4.  Asper TheMotor Vehicle (Amendment) Act 2019, in case of agrievousbodily
injury by anaccident through identified vehicle, thelegal heirsor thevictimof an
accident will beentitledto:

a Rs.50,000
b) Rs. 2lakhs
) Rs.25lakhs
d) Rs.5lakhs

45 REGULATION FOR THIRD PARTY ADMINISTRATORS (TPA)

TPA or Third Party Administrator (TPA) isan organisation holding alicensefrom
Insurance Regulatory Development Authority of India(lRDALI) to process health
insuranceclaimsin addition to providing cashlessfacilitiesasan outsourcing entity of
aninsurance company.

Insurance Regul atory and Devel opment Authority of India(Third Party Administrators

- Health Services) Regulations camein the year 2016 which amended the earlier
regulationsrelated with Third Party Administrators-Health Servicesin India.

4.5.1 Important Definitions

Intheseregulations, unlessthe context otherwiserequires, -

“Cashlessfacility meansafacility extended by aninsurer to aninsured wherethe
payment of the costs of treatment undergone by theinsured in accordance with the
policy termsand conditionsisdirectly madeto the network provider by theinsurer to
theextent of approved pre-authorization”.

“Hedlth ServicesAgreement meansan agreement prescribing thetermsand conditions
of serviceswhich may berendered to the holders of healthinsurance policiesof any
Insurer and may be entered into between:

a  Third Party Administrator (TPA) and aninsurer; or
b)  Network provider and aninsurer; or
c¢)  Network provider,aTPA andtheinsurer”.

“Network Provider meanshospital or health care provider enlisted by aninsurer, TPA
or jointly by aninsurer and TPA to provide medical servicesto aninsured either on
payment or by acashlessfacility”.
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“Third Party Administrator (TPA)” , meansacompany registered with the Authority,
and engaged by aninsurer, for afee or remuneration, by whatever namecalled and as
may be mentioned inthe agreement, for providing health servicesasmentioned under
these Regulations.

1.  ATPAmay render thefollowing servicesto aninsurer under an agreement in
connectionwith health insurancebusiness:

a) servicing of claims under health insurance policies by way of pre-
authorization of cashlesstreatment or settlement of clamsother than cashless
clamsor both, asper the underlying termsand conditions of therespective
policy and within theframework of theguidelinesissued by theinsurersfor
settlement of clams.

b) servicingof damsfor Hospitaization cover, if any, under Persona Accident
Policy and domestictravel policy.

c) fadlitatingcarryingout of pre-insurancemedica examinationsin connection
with underwriting of healthinsurancepolicies:

d) hedthservicesmatter of foreigntravel policiesand hedth policiesissued by
Indianinsurerscovering medicd treatment or hospitalization outside India

€) savicngof hedth servicesmattersof foreigntrave policiesissued by foreign
insurersfor policyholderswho aretravellingto India

While performing the servicesasindicated above, aTPA shall not
a) Directly makepaymentinrespect of claims
b) Reect or repudiateany of theclaimsdirectly

¢) Handleor serviceclaimsother than hospitalization cover under apersona
accident policy
d) Procureor solicitinsurancebusinessdirectly or indirectly

e) Offer any servicedirectly to the policyholder or insured or to any other
person unless such serviceisin accordance with thetermsand conditions

of thepolicy

A TPA can provide hedlth servicesto morethan oneinsurer. Similarly aninsurer may
engagemorethan one TRPAfor providing hedth servicestoitspolicyholdersor clamants.
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4.5.3 Compulsory Registration for Health Services by TPA

A vdid certificate of regigtrationfrom the|RDAI isrequired by any person or an entity
to commence or carry out the business of TPA and render health services. TPA shall
exclusvely carry onbusinessof providing health servicesand shdl not engageitselfin
any other business.

Every TPA and applicant seeking registration as TPA from theAuthority shdl havethe
words' Insurance TPA’ initsnameto reflect that it isengaged or proposesto engage
inthebusinessof TPA for rendering health services.

4.5.4 Minimum Capital and Working Capital Requirements for a TPA

Only acompany with ashare capital and registered under the CompaniesAct, 2013
(18 of 2013) asamended from timeto time, can functionasaTPA.

A minimum paid up equity share capital of rupeesfour croresand aworking capital of
rupeesonecroreisrequiredtowork asaTPA.

4.5.5 Application for Grant of Certificate of Registration as TPA

1.  Acompany desirousof obtaining acertificate of registration asTPA fromthe
IRDAI shdl makean application for registrationinwriting inaprescribed form
and al ong with the documents specified by theIRDAI fromtimetotime.

2. Theapplication shall be accompanied by anon-refundable processing fee of
Rupees 20,000/- (Rupees Twenty Thousand only) and applicable servicetax.

3. Anyadditiona information or dataor clarificationsmay be asked by the|IRDAI
aongwiththeapplication.

4.5.6 Conditions for Grant of Certificate of Registration

1.  TheAuthority, whileexamininganapplicationfor grant of certificateof registration
shall takeinto account all mattersrel evant to carrying out the businessof TPA.

2. TheAuthority inparticular, shal examinethefollowing:
a Theapplicant hasthewords"Insurance TPA” initsname;
b) Theapplicant hascomplied with the minimum capita requirements,

c) Thepromotersof theapplicant havethefinancia strengthto carry out the
businessof TPA;
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d) Atleast oneof thedirectorsof aTPA holdsaminimum qualification of
MBBS, withavdidregigrationfromtheMedica Council of Indiaor Medicd
Council of any state of Indiaand isthereby entitled to practice medicine
withinitsjurisdiction; and isacting withinthe scopeand jurisdiction of hig/
her registration.

€) Theapplicant hasthenecessary infrastructure such asadequate office space,
equipment and trained manpower to effectively dischargeitsfunctions;

f) TheChief Executive Officer or Chief Administrative Officer and Chief
Medical Officer of theapplicant fulfilsthefit and proper criteria

g Theapplicant hassufficient reach with Network Hospitalsand Information
Technology capability

h) Theapplicant has necessary in-house medical expertisein additiontothe
regulatory stipulation of at least one Director having the stipul ated medical
qudification.

i)  Any other requirementsthat theAuthority may consider necessary for grant
of Certificate of Registrationtothe TPA.

4.5.7 Grant of Certificate of Registration

Every gpplicant approved by theAuthority for grant of Certificateof Regidtration
shall pay afurther sum of Rs. 30,000/- (Rupees Thirty Thousand only) and
applicable service tax to the Authority as registration fee prior to grant of
Certificate of Regigtration.

A TPA which has been granted Certificate of Registration shall commence
bus nessoperationswithin twelve monthsfromthedate of grant of Certificate of
Regigration by theAuthority.

Validity: Every Certificate of Registration granted by theAuthority toaTPA or
any renewal thereof, intermsof theseregulations, shall remaininforcefor a
period of threeyearsasindicated in the Certificate of Registration, unlessthe
Authority decidesto revoke, suspend or cancel the Certificate of Regigtrationin
accordancewiththeseregulations.

4.5.8 Refusal for Grant of Certificate of Registration

1

TheAuthority may refusegrant of Certificate of Registrationto anapplicantif it
isstisfied that:
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a) Theapplicationisnot completeinall respectsor not conforming to the
ingructionsmentioned in theform for gpplication or not complyingwiththe
requirements of theseregulationsor directionsof theAuthority.

b) Theapplicant doesnot comply with the requirementsand conditionsfor
grant of Certificate of

4.5.9 Requirement of Qualification, Training and Passing of

Examination

Every TPA shall appoint, with dueintimation to theAuthority, from amongst its
directorsor senior employees, either aChief Executive Officer (CEO), or a
Chief Administrative Officer (CAO) who shall possess the educational
qualificationsmentioned

Every TPA shall haveaChief Medica Officer (CMO) who shall beaperson
having aminimum qualification of MBBS, holding avaidregistrationfromthe
Medica Council of Indiaor Medical Council of any state of Indiabeing thereby
entitled to practicemedicinewithinitsjurisdiction; andisacting withinthescope
andjurisdiction of such regigtration. SuchaChief Medica Officer shal beafull
timeemployeeof the TPA.

A CEO or CAO shall possessthefollowing qualifications-
a) Bacheor’'sdegreefrom arecognised University; and

b) PassintheAssociateship examination conducted by thelnsurancelndtitute
of Indiaor such equiva ent examination asmay berecognised and specified
by theAuthority; and

c) Completion of training with aninstitution recognised by theAuthority for
these purposes, asmay be specified by the Authority.

4.5.10 Issue of a Duplicate Certificate of Registration

1.

In caseaCertificate of Registration granted to aTPA by the Authority islost or
destroyed or mutilated, the TPA shall submit to the authority an applicationfor
issueof duplicate Certificate of Registrationinsuchformasmay be specified by
theAuthority.

Such application shall be accompanied by a processing fee of rupees two
thousand and applicable servicetax and the same shd | be paid to the Authority.
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3. TheAuthority, onbeing satisfied that theoriginal Certificate of Registration has Regul?tory Aspects in
beenlost, destroyed or mutilated, shall issueaduplicate Certificateof Registration HeHranee
tothe TPA intheform as specified by theAuthority

4.5.11 Renewal of Certificate of Registration

1. Every TPA seeking renewal of Certificate of Registration shall make an
application for renewal to theAuthority in such formand accompaniedby such | Notes
documentsasmay be specified by theAuthority.

2. Theapplication may bemadeto theAuthority not earlier than onehundred and
elghty daysand not later than thirty daysbeforethe date on which the Certificate
of Regidtration ceasesto bevaid.

3. Theapplication shal be accompanied by anon-refundablerenewal processing
feeof Rs.15,000/- (Rupees Fifteen Thousand only) and applicable servicetax
to bepaidtotheAuthority.

4.5.12 Revocation, Suspension, Cancellation or Denial of Renewal of
Certificate of Registration Granted to a TPA

1.  TheAuthority may by order, revoke, suspend or cancel the Certificate of
Registration granted to a TPAor deny renewal to an applicant if itissatisfied,
thet:

a) TheTPAisfunctioninginamanner detrimentd totheinterestsof theinsured,
policyholder or insurer;

b) Thefinancia condition of the TPA has deteriorated because of which the
TPAcannot function effectively;

c) TheTPA furnished wrong or falseinformation or undertaking or willfully
concedled or failed to disclose materid factsintheapplicationfor obtaining
aCertificate of Registration or renewal of Certificate of Registration and
such Certificate of Registration or renewal wasgranted tothe TPA onthe
basisof non-disclosure, misrepresentation of factsor fraud;

d) TheTPAisunder liquidation orisadjudged asbeinginsolvent;

€) TheTPA hasviolated or failed to comply with these regul ations or any
other provisions of the InsuranceAct,1938, Insurance Regulatory and
Development Authority Act, 1999 or rules,
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Regulations, Guidelines or Circulars issued by the Authority;

f) TheTPAfaledtofurnishinformationrelatingtoitsbusinessasaTPA or
failed to submit periodical returnsasrequired by theAuthority;

g TheTPAdidnot co-operatewith any ingpection, audit or enquiry conducted
by theAuthority or caused by theAuthority;

h. TheTPA falledto resolvethe complaintsof the policyholdersor network
providersor faledto giveasatisfactory reply totheAuthority inthisbehalf;

i)  TheTPAisfound guilty of misconduct or itsconduct isnot in accordance
withthe Code of Conduct mentioned intheseregulations.

j) TheTPAfaledtomaintainminimum capita or working capita requirements

4.5.13 Effect of an Action on Revocation, Suspension, Cancellation, Voluntary
Surrender or Denial of Renewal of Certificate of Registration

1.  Onand from the date of the order issued by the Authority, of revocation,
cancellation, suspension or voluntary surrender of the certificate of registration,
or denial of renewal of certificate of registration, the TPA shall ceaseto dothe
businessof TPA unlessmentioned otherwisein the order.

2. TheTPA shdl forthwithinformtheinsurer for taking alternative stepssuch as
appointment of another TPA or undertaking of the servicing of the affected
policiesasmay be necessary, immediately, to continueto cater to theinsured or
policyholdersserviced by the TPA.

3. TheTPA shal immediately handover to the concerned insurer al the books,
information, records or documents, etc. and the complete data collected by it
relating to thebusiness carried on by it with regard to suchinsurer.

4.  Where TPA rendersthe hedlth servicesof theforeigninsurersto their respective
policyholdersvigting India, it shall immediately notify the order issued by the
Authority toal suchforeign insurersto whom the TPA serviceswererendered
inthepreceding threefinancial years.

5. Nolnsurer shall permit a TPA whose certificate of registration isrevoked,
suspended or cancelled or which has been denied renewal of Certificate of
Regigration to render health servicesto their policyholdersinforeign countries.
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6.

WhereaCertificate of Registration of aTPA isrevoked or cancelled or where
the TPA isdenied renewa or wherethe TPA voluntarily surrenders certificate of
regigtration, thecompany shall not carry thewords” Insurance TPA” initsname.

4.5.14 Code of Conduct for TPA

It shall betheduty of every TPA, its Chief Administrative Officer or Chief Executive
Officer and itsemployeesor representativesto :-

a)

b)
©)

d)

h)

)
K)

establishitsor hisor their identity to the public and theinsured/policyholder and
that of theinsurance company with whichit hasentered into an agreement.

discloseitslicenceto theinsured/policyhol der/prospect.

disclosethedetailsof the servicesit isauthorised to render in respect of health
insurance productsunder an agreement with an insurance company;

bring to the notice of the insurance company with whom it hasan agreement,
any adversereport or inconsistenciesor any materia fact that isrelevant for the
insurance company’ sbusiness,

obtain dl therequisite documents pertaining to the examination of aninsurance
claimarising out of insurance contract concluded by the insurance company
withtheinsured/policyholder;

render necessary assistance specified under the agreement and advice to
policyholdersor claimantsor beneficiariesin complying with therequirements
for settlement of claimswith theinsurance company;

conduct itself /himself in acourteousand professional manner;

refrainfromactinginamanner, whichmay influencedirectly or indirectly insured/
policyholder of aparticular insurance company to shift theinsurance portfolio
from the existing insurance company to another insurance company;

refrain from trading on information and the records of itsbusiness;
maintaintheconfidentidity of thedatacollected by itinthecourseof itsagreement;

refrain from resorting to advertisements of itsbusinessor the servicescarried
out by it on behalf of aparticular insurance company, without the prior written
approval by theinsurance company;

refrain frominducing aninsured/policyhol der to omit any materia information,
or submit wronginformation;
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m)

n

refrain from demanding or receiving ashare of the proceedsor indemnity from
the claimant under aninsurance contract;

follow the guiddlines/directionsthat may beissued down by theAuthority from
timetotime.

. INTEXT QUESTIONS 4.3

1

Which of thefollowing statement istruewith respect tothe TPA?
a ATPA canprovidehedlth servicesto morethan oneinsurer
b) Aninsurer may engagemorethan one TPA

c) Botha)andb)

d) Neither a) nor b)

Which of thefollowing shall beincludedinthenameof TPA?

a InsuranceTPA

b) IndiaLtd.

c) TPAService

d) Noneof theabove

ATPAshd | haveaminimum paid up equity share capital of

ad Rs.1Crore
b) Rs.2Crore
¢) Rs.3Crore
d) Rs.4Crore

A TPA shal haveaminimumworking capital of

ad Rs.1Crore
b) Rs.2Crore
¢) Rs.3Crore

d) Rs.4Crore
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5.  Atleastoneof thedirectorsof aTPA shall hold aminimum qualification of Regu‘?wry Aspects in
nsurance

ad A medica Practioner
b) MBBS
¢ BAMS
d) Noneof theabove Notes
6.  Thevdidity of aCertificate of Registration granted by theIRDAI toaTPAis

a 1VYear

b) 2Years

c) 3Years

d) 5Years

7.  Every TPA seeking renewal of Certificate of Registration shall pay anon-
refundablerenewal processing fee of

ad Rs. 15,000/- plusService Tax
b) Rs.5,000/- plusService Tax
€) Rs.20,000/- plusService Tax

d) Rs.25,000/- plusService Tax

©-| WHAT YOU HAVE LEARNT

PublicLiability InsuranceAct, 1991 wasenacted to providefor publicliability- insurance
for the purpose of providing immediate relief to the persons affected by accident
occurring whilehandling any hazardous substance and for matters connected therewith
or incidenta thereto.

The Employee sCompensationAct isanother important act. Before 2010, Employee’'s
Compensation Act, 1923 was known as Workmen’s Compensation Act. The Act
definesthe amount of compensation to be paid in the case of death, permanent total
disablement and Permanent partial disablement dueto aninjury whileon duty or due
to disease contracted whichispeculiar to that environment also called “ occupational
disease”. (a) On death resultsfromaninjury, an amount equal to 50% of the monthly
wages last drawn by the deceased employee multiplied by the relevant factor or
Rs.1,20,000/- whichever ismore. Where permanent total disablement resultsfrom
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aninjury, an amount equal to 60% of the monthly wageslast drawn by theinjured
workman multiplied by therelevant factor or Rs. 1,20,000/- whichever ismore.

Themotor vehicle act amended many timeswith the recent amendment with Motor
Vehicle (Amendment) Act 2019. Theact specifiesthe amount of compensation to be
paidin case of death or grievousbodily injury tothelega heirsor thevictim.

TPA or Third Party Administrator (TPA) isan organisation holding alicensefrom
Insurance Regulatory Development Authority of India(lRDALI) to process health
insuranceclaimsin addition to providing cashlessfacilitiesasan outsourcing entity of
aninsurance company. Insurance Regul atory and Development Authority of India
(Third Party Administrators- Health Services) Regulations, 2016 highlightshealth
serviceswhich may be provided by TPA. A valid certificate of registration fromthe
IRDAI isrequired by any person or an entity to commenceor carry out the business
of TPA and render health services. A minimum paid up equity share capital of rupees
four croresand aworking capital of rupeesonecroreisrequiredtowork asaTPA.
Certificate of registrationisto be obtained from IRDAI towork asaTPA. Thereare
genera guiddinesto TPA inrespect of servicesinrelationto healthinsurancepolicies
whicharetobefollowed by TPA. Theseregulationsa so highlight the Code Of Conduct
for TPA.

ll'ltlm

TERMINAL QUESTIONS

I

=

Writein brief about the Public Liability InsuranceAct 1991.
2. Writeshort noteon:
a Employee'sCompensationAct 1923
b) Motor VehicleAct 1988.
3.  Discussthe TPA regulationsissued by IRDA indetail under following heads:
a Regidrationof TPA
b) Revocation or cancellation of aLicence

c) Codeof Conduct for TPA
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‘E‘I ANSWERS TO INTEXT QUESTIONS

4.1
1 @
2. (b
3. (©
4. (b)
5 (3

6. (0

Public Liability InsuranceAct, 1991

Rs. 12,500 in each case

Rs. 25,000 in each case

The Employee’'sCompensation Act 1923

50% of the monthly wages multiplied by therelevant factor or
Rs.1,20,000/- whichever ismore.

60% of the monthly wages multiplied by the relevant factor or

Rs.1,20,000/- whichever ismore.

7. (b)
4.2

1. (b

2. @

3. (©

4. (@
4.3

1 (0

2. (@

3. (d
4. (3
5 (b)
6. (0
7. @

Rs. 15,000/- p.m.

Rs. 2lakhs
Rs. 50,000
Rs. 2.5lakhs
Rs. 5lakhs

Both @) and b)
Insurance TPA
Rs. 4 Crore
Rs. 1 Crore
MBBS
3Years

Rs. 15,000/- plus Service Tax
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After studying thischapter, youareable:

® Toexplaintheimportant features of Public Liability InsuranceAct, 1991;
Employee’'s Compensation Act, 1923; and Motor VehicleAct 1988

_ — § @ Toexplaintheregulationsfor Third Party Administrators(TPA)
Notes
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INCOME TAX PROVISIONS
RELATED TO INSURANCE
INDUSTRY

5.0

INTRODUCTION

Therearevariousactsand lawsrelated to insuranceindustry. In thischapter you will
be learning about Incometax provisionsrelated to Life Insurer, General Insurer,
Businessorganization and Individuals. Also, variousissuesrelated to policyhol ders
arediscussed under protection of policy holder interest. Thischapter will dsoexplain
about different methods of receipt of premium. Also, you will understand Anti Money
Laundering and Know Your Customer Guidelines.

5.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Explanthelncometax provisonsreatedtoLifelnsurer, Generd Insurer, Busness
organizationand Individuals.
Describedifferent methods of receipt of premium
®  ExplainProtection of Policy holder interest
MemorizetheAnti Money Laundering and Know Your Customer Guidelines
5.2 INCOME TAX PROVISIONS RELATED TO LIFE

INSURER, GENERAL INSURER, BUSINESS
ORGANIZATION AND INDIVIDUALS

Terminology of Indian Income Tax Act 1961: To understand the Income Tax Act
one hasto understand the varioustermswhich are used frequently while cal cul ating
Incometax.
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Income: Any earning by way of salary, profit or loss or rental income or interest
incomeor profit or losson sale of any capital assetsor |ottery, prizesisconsidered as
incomeunder the IncomeTax Act.

Assesse: AnAssesseisaperson whoseincomeisbeing assessed. For e.g., Mr. ' A
isagovt. employeeor injob; hissdary isanincome, therefore- Mr.Awill beconsidered
as assesse.

Financial Year: Thefinancid year isof 12 monthsstarting from 1stApril & endingto
31st March of the succeeding year. For example: 1st April 2018 to 31st March 2019.

Previous Year: Thefinancial year inwhich theincomeisearnedisknown asthe
previousyear.

Assessment Year: It isthe succeeding year of the previous year and the year in
which theincomeisassessed. Incometax iscal culated on theincome of 1st April
2018to 31st March 2019 (Previous Year) in the succeeding year 2019-20 (Assessment

year).
Income Heads

Under section 14 of the Income Tax Act all incomesfor the purpose of charge of
Income Tax & Computation of total income have been classified under thefollowing
fiveheadsof Income.

1. Salaries Section:
15tol17

2. Incomefrom House Property: Section
221027

3. Profits& gainsof Businessor Profession: Section
2810 44

4. Capita gains Section
451055

5. Incomefrom other sources: Section
56 to 59
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Saaries Section
/ 15-17 \
Incomefrom Profits& gainsof
House Proprty Business Section
Section 22 to 27 28 t0 44
Capita gains Incomefrom
Section 45t055 other sources
Section 56 to 59

\/

Figure5.1: Income headsfor computation of Income Tax

Income, which fallswithin one head cannot be assigned to or taxed under another
head. Further, income computed under each distinct head isnot separately chargeable
totax. Incometax isonly onetax levied on the aggregate of income classified and
chargeableunder thedifferent heads.

Thebrief explanation of theseheadsareasunder: -
1.  Salary

Saary received and due during the previousyear ischargeableto tax. However,
if any salary hasbeenincludedinthetotal incomefor any previousyear onthe
basisof receiptit shal not beincluded again onthetota incomewhenit becomes
due. Similarly, when any sdary due (arrear) isnot includedin thetotal incomeit
shall beincludedinthetotal incomewhenitisreceived. Theadvancesaary is
included in the total income but not aloan taken by an employee from the
employer. Salary duemeanswhat islegally dueor wherealegally enforceable
right hasvested inthe employee against theemployer.

2.  Income from House Property

Thebuildingsincluderesidential buildingslet out for businessor profession or
for storage or warehouse or auditoriumsfor entertainment programmes. Cinema
Halls, building let out for office, dance halls, music hallsetc. But it does not
includetemporary hutmentsinthevacant land & any rental incometherefrom
will beassessed under the head “Incomefrom other Sources’. Thelocation of
buildingisimmaterial. It may belocated in Indiaor abroad. If acompany is
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incorporated with the object of promoting & devel oping abuilding for market
place, theincome of the company isnot assessabl e under the head “Income
from Business& Profession” but it isassessable under the head “Incomefrom
House Property”. In case, the business carried on by the assesse has been
stopped & the business premises have been based out the rental incomeis
assessable asincomefrom property.

Profit & Gains of Business or Profession

Businessincludesany trade, commerce or manufacture or any adventure or
concerninthenatureof trade, commerceor manufacture. For practica purposes,
busi ness meansthe purchase and sale or manufacture of acommodity witha
view to make profit. Businessincludesbanking, trangport businessor any other
adventure. Inthisconnectionitisnot necessary that there should be aseriesof
transactionsinabusinessand that it should be carried on permanently. Neither
repetition nor continuity of Smilar transactionsisnecessary. Profit of anisolated
transaction isalso taxable under thishead provided that it isaventureinthe
nature of businessor trade. A transaction may beasingleoneand in that sense
isolated but it must comprise someactivity inthenature of operations, which are
ordinarily followed in respect of trade. In thisconnection intention of purchase
isvery important. One may purchasean articlefor one'sown use and without
any intentionto sell it and the merefact that he subsequently sdllsit at aprofit
will not makethetransaction of purchaseand sae an adventurein the nature of
trade. If, however, at the date of the purchase and sale an adventure in the
nature of trade. If, however, at the date of the purchase the object of the
purchasewasnot to bring thearticlein hisown use but to sdll it at aprofit, there
can hardly be any doubt that in that case the transaction would be aventurein
nature of trade. Where apersons purchased, land and resold as building sites
after plotting out within two yearsof purchase, it washeld that thetransaction
wasin the nature of trade and assessable asbusinessincome.

Profession includes vocation

Profess on meansthoseactivitiesfor earning livelihood whichrequireintellectua
skill or manua skill, e.g., thework of alawyer, doctor, auditor, engineer and so
on, areinthenature of profession. Vocation meansactivitieswhich areperformed
inorder toearnlivelihood, e.g., brokerage, Insurance agency, music, dancing,
etc. Astherulesfor the assessment of business, profession or vocation arethe
same, thereisno importance of making any distinction between them from the
incometax point of view.
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5.  Income from Capital Gains

Any profits& gainsarising from thetransfer of acapital assetseffectedinthe
previousyear shal be chargeableto incometax under thehead “ Capital Gains’
and shall be deemed to betheincome of the previousyear inwhichthetransfer
took place. Capital assetswill includeyour real estate or property, mutua funds,
equity share, bonds, debentures, etc.

6. Income from other sources

Thisisaresduary head of incomeand dl suchincomeprofits& gainswhichare
not chargeabletoincometax under any of thefirst four headsareincluded in
thishead.

Taxation Provisions for Insurers, Insured: Like every commercia contract, two
or more personsareinvolved intheinsurance contracts. The personsinvolvedinthese
contractsarecalled Insurer (Theseller) and the Insured(Buyer). Asthe obligations of
these personsare different, therefore the provisions of incometax are also different
which areexplained asunder:-

TheTax provisionsin thelnsurance sector can bediscussed under thefollowing heads.
1.  Insurer

a) Life Insurer: Asper the‘ Thelnsurance Laws (Amendment) Act, 2015
(An Act further to amend the Insurance Act, 1938 and the General
Insurance Business (Nationalisation) Act, 1972 and to amend the
Insurance Regulatory and Development Authority Act, 1999)only
companies registered under The Companies Act, 2013 (Amendment
of Indian Companies Act 1956) can start the I nsurance business. Asthe
companiesarea so conducting thecommercia transaction businesstherefore
theseshould dso beconsdered at par withtheother commerciad organization
under the head “Incomefrom Businessand Profession” but |ncome Tax
Act conddersLifeinsurer differently becausetheincomegenerated by them
isfrom contribution made by the general publicfor therisk coverageand
saving. If the sameistaxed at the rate applicablethen it istaxed on the
savingof anindividud.

Section 44 of the Income Tax Act deal sthe taxation provisionsrelated to
lifeinsurer and explained asunder: “ If the person who carrieson or at any
timeinthe previousyear carried on lifeinsurance businessthe profit &
gainsof such person from that business shall be computed separately from
hisprofit and gainsfrom any other businessand further adjusted the surplus
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or deficit by theActuarid va uation. TheA ctuarid va uation meanstheliability
of thelifeinsurance company to be paid to the policyholders either on
death or on maturity including bonus’ .For eg: If aLifelnsurance Company
hasearned Rs. 10 croresfrom lifeinsurance and other activitiesthen the
profit say Rs.3 croresfrom other activitiesand actuarial liability say Rs.
5croresthen theincomeform businesswill beasfollows:-

Notes

Particulars In crores
Total Incomeof Lifelnsurance Company: 10
Lessincomefrom other activities 3
Incomeof lifeinsurancebusiness 7
LessActuarid vauation 5
Taxableincomeof Lifeinsurance company 2

b)

Taxation: Thelifeinsurance company will pay tax @ 12.5% onRs. 2.00
croresunder section 115B of Income Tax Actand normal rate onincome
from other activitiesasper theratesnotified by the officia gazette of Centra
government.

General Insurer and Reinsurer: |nthe case of these organizationsthe
profit and gainsare computed asin the case of any other organization except
that thereservefor unexpired risksmay beallowed. Reservefor unexpired
risksmeans provision of claimshas been made on the general insurance
policieswhich has not expired but claim may arisein future or the next
financia year. Thenormal incometax ratewill be applicableto thesetwo
insurers.

2. Insured

a)

Individual:

Theincometax of anindividua isca culated asper thecurrent tax dab. The
following benefitsor deductionsareavailableto anindividua who invest
hisincomeininsurance:-

i)  Payment of life Insurance Premium: The payment of premiumup
to Rs 1.5 lakhs can be reduced from the taxableincome of anindi-
vidual under section 80C of thelncome Tax Act 1961. Premium may
beof lifeinsurance or Annuity plan.
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ii)

Payment of Health Insurance: The payment of premium on health
insurance can bereduced from thetaxableincome of anindividua up
to Rs25000/- (including preventive health checkup Rs. 5,000/-) un-
der section 80D of The Income Tax Act,1961. For asenior citizen,
the deductionisallowed for Rs. 50,000/-. If you are paying apre-
mium for your family (You, Spouseand children), thenyou canclaim
adeduction of Rs. 25,000/- (50,000 for asenior citizen). If youbeing
anindividua paying premium for your family and dependent parents
who arelessthan 60 years of age, then deduction amount will beupto
Rs. 25,000/- for you plus Rs. 25,000/- for your parents, combined
Rs. 50,000/-. If you are below 60 years and your parentsare above
60 years, then deduction amount will be upto 25,000/ for you plus
Rs50,000/- for parents, i.e. Rs. 75,000/-. If you and your parents
areabove 60 then thelimit of section 80D would be Rs. 50,000/- for
you plus Rs. 50,000/- of your parents, i.e. Rs. 1,00,000/-. The pay-
ment should be made from your account, debit card or credit card
and should not bein cash.

b)  Business Organization:
Any businessorganizationincurring any expenditureby way of insurancepremium
isallowed asexpenditure. In other wordstheincomewill bereduced by the
expensesincurred on insurancefor Plant & Machinery, Building, stock etc.
Evenif theinsurance premiumispaid for welfare of theemployeesaredlowable
expenditure.

IncomeTax rate applicableto Life 12.5%

Insurance business

Income Tax rate applicableto General Norma businessincome Tax rates

Insurancebusinessand reinsurers

Maximum limit under section 80C for Rs. 1.51akhs

insurance premium

Maximum limit under section 80D for Adults- Rs. 25000

hedthinsurance premium

Senior citizens- Rs. 50000

Table5.1- Tax provisionsfor insurance companiesand policyholders
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. INTEXT QUESTIONS 5.1

1

Under Indian Income Tax Act 1961 the Income can be classified
under heads (5/6).

Previousyear and financial year can be same. (Correct/incorrect).

IncomeTax Ratefor lifeinsurancebusinessis (12.5%/ 30%).

The maximum limit for health insurance premium for adults is
( Rs. 15,000/-, Rs. 25,000/-).

What isthemaximum limit for insurance premium under section 80C of Income
Tax Act, 19617

a Rs.1llakh

b) Rs. 2lakhs
¢ Rs.80,000
d) Rs.15lakhs

What isthemaximum|imit for healthinsurance premium for senior citizensunder
section 80D of Income Tax Act, 19617

8 Rs. 25000
b) Rs. 50000
¢ Rs. 30000

d) Rs.20000

5.3 PROTECTION OF POLICY HOLDER S INTEREST

Lifeisfull of uncertainties. Insuranceisavailablefor unpredictable events such as
death, accident, sickness, loss or damageto motor vehicle, property etc. Theseare
someof therisksagainst which you should protect yourself from and accordingly buy
personal accident insurance, health insurance, motor insurance, property insurance
etc. Theinsurance policy that you buy must meet your requirements. Thismeansyou
must first identify what your needs are. Be aware of the credentials of the person
offeringinsurance, and dwaysensureright buying to get val ueout of insurance. Insurance
fraudsare not uncommon. Do not fall prey to insurancefrauds. To ensure protection
of policyholder’sinterest,IRDAI has notified Protection of PolicyholdersInterest
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Regulations2017 to providefor: policy proposal documentsin easily understandable
language; claimsprocedurein both lifeand non-life; setting up of grievanceredressal
machinery; speedy settlement of claims; and policyholders servicing. TheRegulation
aso providesfor payment of interest by insurersfor thedelay in settlement of claim.

OBJECTIVE:
1.  Toensurethat interestsof insurance policyholders are protected.

2. Toensurethat insurers, distribution channel sand other regul ated entitiesfulfil
their obligationstowards policyholdersand havein place standard procedures
and best practicesin saleand service of insurance policies.

3. To ensure policyholder-centric governance by insurers with emphasis on
grievanceredressal.

DUTY OF INSURERS:

1. Itisobligatory onthe part of theinsurance companiesto discloseclearly the
benefits, termsand conditionsunder the policy.

2.  Theadvertisementsissued by theinsurersshould not midead theinsuring public.

3. IRDAI’sregulationsspecify the Turnaround Times (TAT) for various services
that aninsurance company hasto render to you.

4.  Thelnsurersshall ensure, that asale executed over distance-marketing modes
suchasinternet, SM S, Tde Marketing, interactive e ectronic medium etc., shal
be undertaken by authorized and qualified sales personswho are specified in
thisbehaf by theAuthority.

5.  EBEveyinsurer shdl placeinitswebsitethetermsand conditionsof every insurance
product that isoffered for sale by theinsurer asit wasapproved by theIRDAI.

STATUTORY OBLIGATION:

Theinsurersarerequired to maintain solvency marginsso that they areinapositionto
meet their obligationstowards policyholderswith regard to payment of claims.

SOURCING OF BUSINESS:

Every insurance agent hasto explain the nature of information requiredinthe proposa
form by theinsurer, and d so theimportance of disclosureof materid informationinthe
purchase of aninsurance contract. Aninsurer or itsagent or other intermediary hasto
provideall materia information to enableyou to decide onthebest cover inyour best
interest. Where you are dependent on the advice of an agent or an insurance
intermediary, such aperson must adviseyou dispassionately.

Module

-5

Regulatory Aspects in

Insurance

Notes

Diploma in Insurance Services



Module - 5

Regulatory Aspects in
Insurance

Notes
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CLAIMS PROCEDURE IN RESPECT OF A LIFE INSURANCE POLICY:

1.

Alifeinsurer, upon receiving adeath claim, shall processtheclamwithout delay.
Any queriesor requirement of additional documents, shall beraised al together
and not in apiece-meal manner, within aperiod of 15 daysof thereceipt of the
dam.

A death claim under alife insurance policy shall be paid or be rejected or
repudiated giving dl therelevant reasons, within 30 daysfrom the date of receipt
of dl relevant papersand required clarifications.

CLAIM PROCEDURE IN RESPECT OFA GENERAL INSURANCE POLICY

1.

Aninsured or the claimant shall give noticeto theinsurer of any lossarising
under contract of insurance at the earliest or within such extended timeasmay
beallowed by theinsurer. Onreceipt of such acommunication, agenera insurer
shall respond immediately and give clear information to theinsured on the
proceduresthat he should follow.

In caseswhereasurveyor hasto beappointed for ngaloss/claim, it shall
do soimmediately, inany casewithin 72 hoursof thereceipt of intimationfrom
theinsured.

Insurer shal communi catethe detail sof the appoi ntment of surveyor, including
therole, dutiesand responsibilitiesof the surveyor to theinsured by | etter, email
or any other el ectronic formimmediately after the appointment of thesurveyor.

Theinsurer / surveyor shall within 7 daysof the claimintimation, informthe
insured/ claimant of the essential documents and other requirementsthat the
claimant should submit in support of theclaim.

GRIEVANCE REDRESSAL: TheAuthority takesupwiththeinsurersany complaint
in connectionwith services provided by them under theinsurance contract. All insurers
had proper grievanceredressmachinery intheir head officeand at their other offices.
Every insurer shall havein place proper proceduresand effective mechanismtoresolve
complaintsand grievancesof policyholders, claimantsefficiently and with speed.

POLICYHOLDER S SERVICING: Aninsurer carrying onlifeor genera business,
hasto respond within 10 daysof the receipt of any communicationinall matters, such

a&s

a)
b)

©)

recording change of address;
noting anew nomination or change of nomination under apalicy;

noting an assgnment onthepolicy;
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d) providinginformation onthestatusof apolicy indicating al matters

€)  processing papersand disbursal of aloan on security of policy;

f) issuanceof duplicatepolicy;

g issuanceof anendorsement under the policy; noting achangeof interest or sum
assured or perilsinsured, financial interest of abank and other interests; and

h)  guidanceontheprocedurefor registering aclaimand early settlement thereof.

Thereareincreasing complaints, especialy thosedleging mis-saleof policies, inthe
insurance sector. Thedelay in settlement of claimsinthe non-lifeinsurance sector isa
cause of concern. Insurance Regul ator hastheresponsibility of protecting theinterest
of eachinsurance policyholder. Thegoalsof theIRDAI areto safeguard theinterests
of insurancepolicyholders, aswell astoinitiatedifferent policy measurestohep sugtain

growthintheIndian insurance sector.

Service provided Time duration

Alifeinsurer, upon receiving adeath claim, 15 daysof thereceipt of

shdl intimate any queriesor requirement of theclam.

additional documentstogether andnotina

piece-meal manner, within aperiod of

A death claim under alifeinsurancepolicy shdl 30 daysfrom the date of

bepaid or bergected or repudiated giving all receipt of al relevant

therelevant reasons, within papersand required
clarifications.

Aninsured or theclaimant shal givenoticeto
theinsurer of any lossarising under contract of
insuranceat theearliest or within

such extended timeasmay
beallowed by theinsurer.

In caseswhere asurveyor hasto be appointed
for assessingaloss/claim, it shall do soimmediately,
inany casewithin

72 hours of the receipt of
intimation fromtheinsured.

Aninsurer carrying onlifeor genera business,
hasto respond for any communicationin all matters
under policyholder servicing

within 10 daysof the
receipt of the
communication

Table5.2 Timeduration for servicesrendered by insurers
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5.4 METHOD OF PAYMENT OF PREMIUM

The premiumto bepaid by any person proposing to take aninsurancepolicy or by the
policyholder to aninsurer may bemadein any oneor more of thefollowing methods:

8 Cash

b)  Any recognised banking negotiableinstrument such ascheques, demand drafts,
pay order, banker’s cheques drawn on any schedulebank in India;

c)  Posta money order;

d) Creditor debit cards;

€)  Bankguaranteeor cash deposit;
f) Internet;

g  Etrandfer

h)  Direct creditsviastanding instruction of proposer or the policyholder or thelife
insured through bank transfers;

i) Any other method or payment asmay be approved by the Authority fromtime
totime;

Asper IRDAI Regulations, in casethe proposer / policyholder optsfor premium
payment through net banking or credit / debit card, the payment must be made only
through net banking account or credit / debit card issued in the name of such proposer
/ policyholder.

Cash
Banking
Bank :
Negotiable
Transfers Inestgru e
Methods of
Payment of
Premium
Internet or Postal
E-transfers Money
i Order
Credit
or Debit
Cards

Figure5.2 Methodsof payment of premium
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5.5 ANTI-MONEY LAUNDERING AND KNOW YOUR
CUSTOMER GUIDELINES

With apractise known asmoney laundering, criminasattempt to passon themoney
they haveearned fromther illega actionsaslegitimatecurrency. Criminastry tolaunder
their money using financial services, such asbanksand insurance. They carry out
transactions using fictitiousidentities, such aswhen they buy insurance and then
successfully withdraw the money beforeleaving after their goal has been achieved.
Government levelsall around theworld, including India, have been working to take
action to prevent such attemptsat money laundering.

Theact of concealing thetrue source and ownership of theproceedsof illicit activity is
known asmoney laundering. Money might appear legitimateand shed itsillega nature
through thisprocedure.

Thelegidation of Prevention of Money LaunderingA ct wasenacted by thegovernment
in 2002. A circular wasreleased on 1 July, 2015 titled asMaster Circular - Know
Your Customer (KYC) norms / Anti-Money Laundering (AML) standards/
Combating Financing of Terrorism (CFT)/Obligation of banks and financial
institutions under Prevention of Money Laundering Act, 2002.

Theobjectiveof thiscircular wasto provide KY C/AML/CFT guidelinesto prevent
banks/FIsfrom being used, intentionally or unintentionally, by criminal elementsfor
money laundering or terrorist financing activities. K'Y C procedures a so enablebanks/
Flsto know/understand their customersand their financia dealingsbetter and manage
their risksprudently.

Asper themaster circular following definitionswere stated:

1.  Customer- For the purpose of KYC Norms, a‘Customer’ is defined as a
person who isengaged in afinancial transaction or activity with areporting
entity and includesaperson on whose behalf the person whoisengaged inthe
transaction or activity, isacting.

2. Officidly vaid document(OVD)- OV D meansthe passport, thedriving licence,
the Permanent Account Number (PAN) Card, the Voter’sIdentity Card issued
by the Election Commission of India, job cardissued by NREGA duly signed
by an officer of the State Government, letter issued by the Uniquel dentification
Authority of Indiacontaining details of name, address and adhaar number, or
any other document asnotified by the Central Government in consultation with
theRegulator.
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INCOME TAX PROVISIONS RELATED TO INSURANCE INDUSTRY

Person- Intermsof PML Act a‘person’ includes:
a anindividud,

b) aHinduundividedfamily,

C) acompany,

d) afirm,

€) anassociation of personsor abody of individuas, whether incorporated or
not,

f) everyatificid juridica person, not falingwithinany oneof theabovepersons
(itov),and

g any agency, office or branch owned or controlled by any of the above
persons(i tovi).

Transaction-" Transaction” meansapurchase, sale, loan, pledge, gift, transfer,
delivery or thearrangement thereof and includes-

a opening of anaccount;

b) deposts, withdrawal, exchange or transfer of fundsinwhatever currency,
whether in cash or by cheque, payment order or other instrumentsor by
electronic or other non-physical means,

c) theuseof asafety deposit box or any other form of safe deposit;
d) enteringintoany fiduciary relationship;

any payment made or received inwholeor in part of any contractual or other
legal obligation; or

establishing or creating alegd personor legal arrangement.

KYC Policy

Banks/FIsshould frametheir KY C policiesincorporating thefollowing four key
dements

1.

CustomerAcceptance Policy (CAP)-Banks/Flsshould develop clear customer
acceptance policies and procedures, including adescription of thetypes of
customersthat arelikely to poseahigher than averagerisk to the bank/Fls

Customer Identification Procedures (CIP)-Customer identification means
undertaking client due diligence measureswhile commencing an account-based
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relationshipincluding identifying and verifying the cusomer and the beneficia Regul?tory Aspects in
owner on the basis of one of the OV Ds. nsurance

3. Monitoring of Transactions- Banks/Flsshould exerciseongoing duediligence
with respect to every customer and closely examinethetransactionsto ensure
that they are consi stent with the customer’ s profile and source of fundsas per
extantingtructions.

: . Not
4.  Risk Management-The Board of Directors should ensurethat an effective ores

AML/CFT programmeisin place by establishing appropriate proceduresand
ensuring their effectiveimplementation.

Customer
Acceptance
Policy (CAP)

Customer Key o
| dentification Elementsof Monitoring of
Procedures KYC Transactions
(CIP) Policies

Risk
Management

Figure5.3Key elementsof KY C Policies

According tothe Know Your Customer guidelines, every customer needsto be properly
identified by collection of thefollowing documents:

1. Addressverification
2. Recent photograph
3. Financid status

4.  Purposeof insurance contract
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Theagent isthereforerequired to collect documentsat thetimeof bringingin business
to establishtheidentity of customers:

1. Incaseof Individuals- Collect full name, address, contact numbersof insured
with 1D and addressproof, PAN number and full bank detailsfor NEFT purposes

2. Incaseof corporates- collect Certificate of Incorporation, Memorandum and
Articlesof Association, Power of Attorney to transact the business, copy of
PAN card

3. Incaseof Partnership firms- Collect Registration Certificate (if registered),
Partnership Deed, Power of Attorney granted to apartner or an employee of
thefirmto transact businessonitsbehalf, Proof of identity of such person

4.  Incaseof Trustsand foundations- similar to that of partnership

Itisimportant to note herethat such information also helpsin cross-sdlling of products
andisahe pful marketing tool.

Combating Financing of Terrorism: The United Nationsperiodicaly circulatesthe
followingtwolistsof individuasand entities, suspected of havingterrorist links, and as
approved by its Security Council (UNSC).

a The"Al-QaidaSanctionsList”, includes names of individuals and entities
associated withtheAl-Qaida. The Updated Al-QaidaSanctionsListisavailable
at http://www.un.org/sc/committees/1267/ag_sanctions list.shtml.

b) The"1988 SanctionsLig”, congsting of individuas(SectionAof theconsolidated
list) and entities (Section B) associated with the Taliban whichisavailable at
http://mww.un.org/sc/committees/ 1988/list.shtml.

Banks/Flsshould ensurethat they do not haveany account inthenameof individual ¢/
entitiesgppearingintheaboveligs. Detail sof accountsresembling any of theindividuas/
entitiesinthelist should bereported to Financia Intelligence Unit-India(FIU-IND).
The Central Government isempowered to freeze, seize or attach funds and other
financid assetsor economic resourcesheld by theentitieslisted above.

. INTEXT QUESTIONS 5.2

1. Aninsurer carryingonlifeor general business, hasto respond within
daysof thereceipt of any communicationin all matters.

a 10 b) 15
¢ 20 d 25
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3

Which of thefollowing isametter of policy servicing?

a Recording changeof address;

b) Notinganew nomination or change of nomination under apolicy;
c) Notinganassgnment onthepoalicy;

d) All of theabove

Which of thefollowing isamethod of receipt of premium?

a Cash

b) Credit or debit cards

c) Cheque

d) All of theabove

According tothe Know Your Customer guidelines, every customer needsto be
properly identified by collection of thefollowing document

a) Addressverificaion
b) Recent photograph
€) Financid status

d) All of theabove

Thelegidation of Prevention of Money Laundering Act was enacted by the
governmentin

8 2001
b) 2002
¢ 2003
d) 2004

What was the objective of Master Circular - Know Your Customer (KY C)
norms/Anti-Money Laundering (AML) standards/Combating Financing of
Terrorism (CFT)/Obligation of banksand financid ingtitutionsunder Prevention
of Money LaunderingAct, 2002?

To prevent banks/FI sfrom being used, intentionaly or unintentiondly, by crimina
elementsfor money laundering or terrorist financing activities.
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INCOME TAX PROVISIONS RELATED TO INSURANCE INDUSTRY

To prevent insurersfrom being used, intentionally or unintentionally, by
crimina eementsfor money laundering or terrorist financing activities.

To prevent policyholdersfrom being used, intentionally or unintentionaly,
by insurersfor money laundering

To state provisionsto open bank accountsfor criminal elements

Which of thefollowingisnot thekey element of KY C policy?

a)
b)
©)
d)

Customer Acceptance Policy (CAP)
Customer Identification Procedures (CIP)
Monitoring of Transaction

Combeting Financing of Terrorism

Under Combating Financing of Terrorism head of master circular, which of the
followingistrue?

a)

b)

d)

Banks/FIsshould ensurethat they do not have any account in the name of
individua gentitiesappearing inthelistscirculated by United Nations.

Detail sof accountsresembling any of theindividua Sentitiesinthelist should
bereported to Financid Intelligence Unit.

The Central Government isempowered to freeze, seize or attach fundsand
other financial assetsor economic resourcesheld by the entitieslisted by
United Nations.

All of theabove

WHAT YOU HAVE LEARNT

InIncome Tax Act, the special consideration hasbeen givento both lifeinsurer and
insured to popul arizeinsurance. The premium paid by theinsured d so getsthe benefits
by reducing hisincomeasaresult histax liability also reduces.It isobligatory onthe
part of theinsurance companiesto disclose clearly the benefits, termsand conditions
under the policy.Reservefor unexpired risksmeans provision of claimshasbeen made
onthegenera insurance policieswho hasnot expired but claim may arisein futureor
thenext financia year.Asper the' Thelnsurance Laws (Amendment) Act, 2015 only
companies registered under The Companies Act, 2013 can start the Insurance
business. The normal incometax ratewill beapplicabletolifeinsurersis 12.5%.The
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payment of premium upto Rs 1.5 lakhs can be reduced from the taxableincome of an
individual under section 80C of the Income Tax Act 1961.The payment of premium
on health insurance can be reduced from the taxableincome of anindividua upto Rs
25000/- (Rs 50000/- for senior citizen) under section 80D of The Income Tax
Act,1961. Theobjectiveof protection of policyholders interestisto ensurethat interests
of insurance policyholders areprotected; to ensurethat insurers, distribution channels
and other regulated entitiesfulfil their obligationstowards policyholdersand havein
place standard procedures and best practicesin saleand service of insurance policies,
andto ensure policyhol der-centric governance by insurerswith emphasison grievance
redressa .M oney Laundering isthe processby which criminastransfer fundsto conced
thetrue origin and ownership of the proceeds of criminal activities. By thisprocess,
money canloseitscrimina identity and gppear valid. Theobjectiveof themaster circular
released in July 2015 by RBI wasto provide KY C/AML/CFT guidelinesto prevent
banks/FIsfrom being used, intentionally or unintentionally, by criminal elementsfor
money laundering or terrorist financing activities. Thefour key eementsof KY Care-
Customer Acceptance Policy (CAP), Customer Identification Procedures (CIP),
Monitoring of Transaction and Risk Management.Under Combating Financing of
Terrorism head of master circular banks/FIs should ensurethat they do not have any
account inthe name of individua gentities appearing in thelistscirculated by United
Nations.

'l’tllb

D
)

TERMINAL QUESTIONS

o

1.  Discussincometax provisonsreatedto Lifelnsurer, Genera Insurer, Business
organizationand Individuas

2. Writeshort noteson:
a) Different methodsof receipt of premium
b) Combatingfinancing of terrorism.
3.  DiscusstheProtection of Policy holder interest in detail.

4.  ExplanAnti Money Launderingand KY C Guiddlines.

‘E‘I ANSWERS TO INTEXT QUESTIONS

5.1
1 5

2. Correct
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5.2

6-

3.

4,
5

o &

12.5%

Rs 25,000/-

©)
(b)

@
()
()
()
(b)
@

©
()

1.5lakh
50000

10

All of theabove
All of theabove
All of theabove
2002

To prevent banks/FIsfrom being used, intentionally or unintentionaly,
by crimina el ementsfor money laundering or terrorist financing
activities.

Combeting Financing of Terrorism

All of theabove

WHAT YOU HAVE LEARNT

After studying thischapter, youareable:

To explainthe benefits of Insuranceto theclient interms of reducing the tax
ligbility and assst themin choosing the method of premium payment

Toimplement theAnti Money Laundering and Know Your Customer Guiddines
whilededingwithclients.
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MECHANISM

6.0 INTRODUCTION

Today, the expectationsof customersareincreasing and theindustry issuffering badly
intermsof malpracticesintheindustry, customer dissatisfaction and poor image of the
agentsor someother intermediaries. Customer orientation or customer centricity should
betheforemost agendafor every insurer so asto remain competitivein the current
arena. For this, insurers should focus on reducing thelevel of customers complaints.
Andin case, any customer reportscomplaints, that should be resolved as soon as
possible. Complaintscan beof different types, i.e. it may berelated to the product or
a service; service delivery; matter related to pricing; any malpractices by the
intermediaries; frauds by salesman; misleading advertisements;related to claims
Settlement and so on. Because of thesereasons, astrong grievanceredressal mechanism
isrequired by which these complaints could beresolved. In this chapter, you will
understand the grievance redressal mechanism and the ways by which thecomplaints
or grievances of the customers could beresolved.

6.1 OBJECTIVES

After reading thislesson, you will beableto:

® Explanthemeaning of a' Complaint or Grievance

®  Describethe Grievance Redressal Mechanismin Insurance

® Summarizetheimportant featuresof The Consumer ProtectionAct, 1986
o

Comparethefunctioning of Consumer disputesredressal agencies
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6.2 MEANING OF COMPLAINT OR GRIEVANCE

Asper thelnsurance Regulatory and Devel opment Authority of India(Protection of
Policyholders' Interests) Regulations, 2017, “ Complaint” or “ Grievance’ means” Any
written expression (includes communication in theform of €l ectronic mail or other
electronic scripts), of dissatisfaction by acomplainant withinsurer, ditribution channels,
intermediaries, insuranceintermediariesor other regulated entities about an action or
lack of action about the standard of service or deficiency of serviceof suchinsurer,
didribution channds, intermediaries, insuranceintermediariesor other regul ated entities”

Aninquiry or request of any type related with a service would not fall within the
definition of the® complaint” or “grievance’.

6.3 GRIEVANCE REDRESSAL PROCEDURE

1.

Raise a Complaint

A complainant (Person with acomplaint) whowishestofileacomplaint against
theserviceprovider i.e. aninsurer, insuranceintermediary, distribution channel
or other regulated entitiesinvolved in during theinsurance salesand services
shall approach the respective grievanceredressal officer of theinsurer. If the
insurer (insurance company) failsto deal with the complaint within 15 daysof
receipt of complaint or if the solution offered by theinsurer isnot acceptableto
the complainant, hemay register acomplaintin grievanceredressal management
systemof theIRDAL.

Complaint Escalation

The complainant/aggrieved policyholder can register acomplaint with the
Grievance Redressd Cdll of the Consumer Affairs Department (CAD) of IRDAL.
The complainant can call atoll free number 155255 (or) 1800-4254-732.
Alternatively, an email can be sent to complaints@irda.gov.in

Documents

The complaint registration form hasto be downloaded and filled. Thefilled
formhasto be sent with necessary enclosuresto: General Manager, Insurance
Regulatory and Devel opment Authority of India(IRDAI), Consumer Affairs
Department - Grievance Redressal Cell.
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Figure6.1: Grievance Redressal Mechanism of IRDAI

4.  Process: Onthereceipt of the complaint, atoken number will beissued tothe
complainant and the complaint will beforwarded to theinsurance company to
re-examinethe case. Theinsurance company hasto respond withintwo weeks
of thereceipt of complaint. If theresponseisnot satisfactory, thecomplaint will
beforwarded to theinsurance ombudsman orthe consumer forum or thecivil
court based on the nature of the complaint.

5.  Integrated Grievance Management System (IGMS): Thecomplainant can
adsousethe|RDAI’sonlineportd - Integrated Grievance Management System
(IGMS) for registering and monitoring the complaint.A fresh complaint canbe
made or escal atedby visiting-https://igms.irda.gov.in/. Integrated Grievance
Management System (IGMS) isacentra repository for the datarelated tothe
grievances of the Insurance industry and asatool for monitoring grievance
redressesintheindustry.

. INTEXT QUESTIONS 6.1

1 means a written expressionof dissatisfaction by a
complainant about an action or lack of action about the standard of serviceor
deficiency of serviceof the service-provider.

d Reguest b) Enquiry
c) Complant d) Dispute
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2.

What isthefull form of IGMS.

a Intdligent Grievance Management System
b) Integrated Genera Management System
C) Integrated Grievance Management System
d) Insurance Genera Management System

Which of thefollowing parties shall be approached initially whileraising a
complaint?

a InsuranceOmbudsman
b) Grievance Redressal Officer of Insurer
c) Consumer Forum

d) GrievanceRedressa Cell of IRDAI

6.4 THE CONSUMER PROTECTION ACT, 1986

ThisAct waspassed “to providefor better protection of theinterest of consumersand
tomake provisionfor the establishment of consumer councilsand other authoritiesfor
the settlement of consumers disputes’. ThisAct hasbeen amended by the Consumer
Protection (Amendment) Act, 2002.

Asper theact, “ Consumer” meansany person who-

0]

“buysany goodsfor aconsideration which hasbeen paid or promised or partly
paid and partly promised, or under any system of deferred payment and includes
any user of such goods other than the person who buys such goods for
consideration paid or promised or partly paid or partly promised, or under any
system of deferred payment when such useismadewith the approval of such
person, but does not include a person who obtains such goodsfor resaleor for
any commercia purpose’;

or

“hires or avails of any servicesfor a consideration which has been paid or
promised or partly paid and partly prom-ised, or under any system of deferred
payment and includes any beneficiary of such servicesother than the person
who*hiresor availsof the servicesfor consideration paid or promised, or partly
paid and partly promised, or under any system of deferred payment, when such
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servicesareavailed of with theapproval of thefirst mentioned person but does
not include a person who avails of such services for any commercial

purposesf.

Explanation. For the purposesof thisclause, “commercia purpose” doesnot
include use by aperson of goods bought and used by him and servicesavailed
by him exclusively for the purposes of earning hislivelihood by meansof sdlf-
employment;

Insimplewords, Consumer isany person who bought any goods or servicesfor a
considerationand will includeany other user whoisallowed by himto use such goods
and services.

“Complainant” meansany person who ismaking acomplaint who can be

0]

)

aconsumer; or

any voluntary consumer association registered under the CompaniesAct, or
under any other law for thetimebeinginforce; or

the Central Government or any State Government,
oneor moreconsumershaving thesameor smilar interest;

legal heir or representativesin case of death of aconsumer.

“Complaint” meansany allegation inwriting made by acomplain-ant for

0]

)

anunfair trade practice or arestrictivetrade practice adopted by any trader or
serviceprovider;

adefective product
deficiency inservices
atrader or serviceprovider for charging pricein excessof thepricewhichis

fixed by thelaw, or displayed on the package of goods, or displayed on any
pricelist displayed by trader or agreed between the parties.

sale of hazardous goods and services which are hazardous or likely to be
hazardousto lifeand safety of the public.

“Consumer dispute’” meansadispute wherethe person against whom acomplaint has
been made, deniesor disputesthe all ega-tions contained in the complaint.

a)

Consumer Disputes Redressal Agencies: “Consumer disputes redressal
agencies’ areedtablishedineach digtrict, stateand at national level.
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i. District Forum: District forum hasjurisdiction to entertain complaints,
where value of the goods or services and the amount of compensation
clamedisuptoRs.20lakhs. TheDistrict Forumisempowered to sendits
order/ verdict for execution to appropriatecivil court.

ii. State Commission: Thisredressal authority hasoriginal, appellate and
supervisory jurisdiction. It entertains appea sfrom the District Forum. It
adsohasorigind jurisdictionto entertain complaintswherethevaueof goods
or serviceand compensation, if any claimed exceedsRs. 20 lakhsbut does
not exceed Rs. 100 lakhs (Rs. 1 Crore). Other powersand authority are
similar tothose of the District Forum.

iii. National Commission: Thefinal authority established under theActisthe
National Commission. It hasoriginal, appellate aswell as supervisory
jurisdiction. It can hear the appeals from the order passed by the State
Commissonandinitsorigind jurisdictionit will entertain disputes, where
goodsor services and the compensation claimed exceeds Rs.100 lakhs
(Rs. 1 Crore). It hassupervisory jurisdiction over State Commission.

All thethree agencieshave powersof acivil court.

b)

District * Established by State Government in each District
¢ Complains where the value of goods/ services & the compensation,

Fo if any, claimed doesn't exceed Rs. 20 Lakhs

State . Establis:hed by State Goveryment ina state

+ Complains where the value of goods/ services & the
compensation, if any, claimed exceeds Rs. 20 Lakhs but doesn't
exceed Rs. 1 Crore

¢ Appeals against the orders of any District Forum within the state

Commission

National + Established by Central Government by Notification
Commission ° Complains where the value of goods/ services & the
compensation, if any, claimed exceeds Rs. 1 Crore
¢ Appeals against the orders of any State Comumission

Procedure for filing a complaint: Theprocedurefor filingacomplaintisvery
smpleinal abovethreeredressa agencies. Thereisnofeefor filingacomplaint
or filing an gpped whether beforethe State Commission or Nationa Commission.
Thecomplaint can befiled by thecomplainant himself or by hisauthorized agent.
It can befiled personally or can even be sent by post. It may benoted that no
advocateisnecessary for the purpose of filingacomplaint.

Consumer Forum Orders: If theforumissatisfied that thegoodscomplained
againgt suffer fromany ofthe defects specified inthe complaint or that any of the
allegations contained in the complaint about the servicesare proved, theforum
canissuean order directing the opposite party to do oneor moreof thefollowing
namely,
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i.  Toreturntothecomplainant theprice, (or premiumincaseof insurance), | RegulatoryAspectsin
. . Insurance
thechargespaid by the complainant

ii. Toaward suchamount ascompensation to the consumersfor any lossor
injury suffered by the consumer dueto negligence of the opposite party

iii. Toremovethedefectsor deficienciesintheservicesin question

iv. Todiscontinuetheunfair trade practiceor therestrictivetradepracticeor § Notes
not to repeat them

v. Toprovidefor adequate coststo parties

d)  Nature of complaints: Themgority of consumer disputeswith thethreeforums
fall inthefollowing main categoriesasfar asinsurance businessare concerned

i. Ddayinsatlementof caims
ii. ~Non-settlement of clams

iii. Reectionof clams

iv. Quantumof loss

v. Policy termsand conditionsetc.

. INTEXT QUESTIONS 6.2

1. The hasjurisdiction to entertain complaints, wherevaue
ofthegoodsor servicesand the compensation claimed isup to Rs. 20 lakhs.

a Didrict Forum

b) StateCommisson

C) ZillaParishad

d) Nationd Commisson

2. isasituation wherethe person against whomacomplaint
has been made, deniesor disputesthe all ega-tions contained inthe complaint.

d Reguest
b) Enquiry
c) Complant
d) Dispute
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3. Which of the following consumer grievance redressal agencies would
handleconsumer disputes amounting between Rs. 20 lakhsand Rs. 100 1akhs?

a Didrict Forum
b) StateCommisson
c) Nationd Commisson
d) ZillaParishad
4 Whichamong thefollowing cannot formthebas sfor avaid consumercomplaint?
a) Sdler charging apriceinexcessof the MRPfor aproduct
b) Seller not advising the customer on the best product in acategory
c) Sdlingagoodwhichwill behazardoustolife
d) Faulty products

6.5 INSURANCE OMBUDSMAN

Theingtitution of Insurance Ombudsman wascreated by the Government of India
under theredressal of Public grievances Rules, 1978, notifiedin official Gazette, on
11th November 1998. Thegoverning Body of Insurance Council (GBIC)conssting of
one representative from eachlnsurance Company (both life and general) appoints
I nsurance Ombudsmanwho aredrawn fromthecivilservices, Judiciary and Insurance
Industry. This Institution was created for aggrieved policy holdersto have their
complaintssettled out of the courtssysteminacost effective, impartia and speedy way.

Therewere 17 Insurance Ombudsman indifferent locationsin the year 2019 and any
person who has agrievance against aninsurer, may himsalf or throughhislegal heirs,
nominee or assignee, makeacomplaint inwriting to the Insurance ombudsman within
whoseterritorid jurisdiction the branch oroffice of theinsurer complained against or
theresidential addressor place of residence of the complainant islocated.

One can approach the Ombudsman with complaint if:

® Youhavefirst gpproached your insurance company with the complaint and
¢ They havergectedit
<+ Notresolvedit to your satisfaction or

<+ Notrespondedtoitat all for 30 days
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Your complaint pertainsto any policy you havetakenin your capacity asan
individua and
Thevaueof theclaimincluding expensesclaimed isnot above Rs 30 lakhs,

Thecomplaintismadewithin oneyear fromthedate of rejection by theinsurance
company.

Thecomplaintisnot pendinginany Court or Consumer Forumor inarbitration.

A complaint to the Ombudsman can be about:

a)

b)

©)
d)

h)

Delay in settlement of claims, beyond thetime specified intheregulations, framed
under the|RDAI Act, 1999.

Any partia or total denia of claimsby the Lifeinsurer, General insurer or the
Hedlthinsurer.

Any dispute about premium paid or payablein termsof insurance policy

Misrepresentation of policy termsand conditions at any time in the policy
document or policy contract.

Lega construction of insurance policiesin sofar asthedisputerelatesto claim

Policy servicing related grievances against insurers and their agents and
intermediaries.
Issuanceof lifeinsurance policy, general insurance policy or aheathinsurance

policy whichisnot in conformity with the proposal form submitted by the
Proposer.

Nonissuanceof insurancepolicy after receipt of premiuminlifeinsurance, generd
insuranceand hedlthinsuranceand

Any other matter resulting from theviol ation of provisonsof theInsuranceAct,
1938 or theregulations, circulars, guidelinesor ingtructionsissued by theIRDAI
fromtimetotimeor thetermsand conditionsof thepolicy contract, insofar as
they relatetoissuesmentioned at clauses () to (f)

The settlement process:

Recommendation:

TheOmbudsmanwill act asmediator and will arriveat afair recommendation
based on thefacts of thedispute.

If you accept thisasafull and final settlement, the Ombudsmanwill informthe
company which should comply withthetermsin 15 days

Module - 5
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Regulatory Aspects in Award:
Insurance
® If asettlement by recommendation doesnot work, the Ombudsman will Pass
anaward within 3monthsof receiving dl the requirementsfrom the complainant
andwhichwill be binding on theinsurance company
OncetheAwardispassed, the Insurer shal comply with the award within 30 days of
o ————| thereceipt of award and intimatethe compliance of the sameto the Ombudsman.
Notes
Disposal of Complaints by Insurance Ombudsmen 2017-18
Inswrer  |Complamts | Received | Total | Complamits No.of Complaints disposed by way of Complaints
outstanding | duing disposed | Recomme | Withchawal/ | Dismissal | Nowsacee | oufstanding
ason 2017-18 cing ndations | Settlement ptance/ ason
01042017 2017-18 [ Awards Notenfer | 31.032018
tainable
Life 1376 13419 | 14795 75 1137 567 452 7319 5320
(12%) @) Gy | T
General o4 12059 | 13013 7750 1082 4 475 459 5263
(14%) @) @) | (M%)
Combmed| 2330 23478 | 27808 | 17225 219 1301 027 12778 10583
Source: IRDAT Annual Report 2017-18
Disposal Of Complaints By Insurance Ombudsmen 2018-19
Tnsurer Complaints | Received | Tofal | Corplaints No. of Complaints disposed by way of Complaints
ason | during disposed | Recomm- | Awadks | Wihd- | No | Dismisal | Non  |owfsfanding
outstanding | 2018-19 duing | endations awl anep awards enter- ason
01042018 201819 fence | favorng | tumable |3103.2019
Ins. Co.
Life 5320 | 11850 | 17179 | 12103 | 501 | 2980 | 744 0 1392 | 6486 | 5076
(4.14%) | (24.62%) | (6.15%) (11.50%) | (53.59%)
General | 5263 |10805 |16068 | 9864 | 328 | 2845 | 945 0 1338 | 4408 | 6204
(3.33%) | (28.84%) | (9.58%) (13.56%) | (44.69%)
Combined | 10583 |22664 |33247 | 21967 | 829 | 5825 | 1689 0 | 2730 | 10894 | 11280
(3.779%) | (2652%)| (7.69%) (1243) | (4959%
Source: IRDAT Annual Report 2018-19
The abovetwo tables show how thetotal complaints (outstanding at the beginning of
100
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year + received during the year) were disposed of by the Insurance Ombudsman
during 2017-18 and 2018-19.

6.6 INTEGRATED GRIEVANCE MANAGEMENT SYSTEM (IGMS)

Thelntegrated Grievance Management System (IGMS) isnot onlyagateway for
regi stering and tracking grievancesonline but also act asan industry-wide grievance
repository for IRDAI to monitor disposal of grievancesby insurers. The Integrated
Grievance Management System (IGMS) waslaunched by the IRDAI inthe year
2010.

Policyholderswho havegrievancesshould register their complaintswith the Grievance
Redress Channel of the Insurance Company first. If policyholdersare not ableto
accesstheinsurance company directly for any reason, IGM S providesagateway to
register complaintswithinsurance companies.

IGM Sisacomprehens vesolutionwhich not only hastheahility to provideacentralized
and online accessto the policyhol der but complete accessand control to IRDAI for
monitoring market conduct issues of which policyholder grievancesarethemain
indicators. IGM Shastheability to classify different complaint types based on pre-
defined rules. The system hasthe ability to assign, storeand track unique complaint
IDs. It dso sendsintimationsto various stakehol dersasrequired, within theworkflow.
The system has defined target Turnaround Times (TATS) and measuresthe actual
TATsonal complaints. IGM S setsup dertsfor pending tasks nearing thelaid down
Turnaround Time. Thesystem automatically triggersactivitiesat theappropriatetime
through rule based workflows.

A complaint registered through IGM Swill flow to theinsurer’ssystem aswell asthe
IRDAI repository. Updating of statuswill bemirroredinthe | RDAI system. Thus
IGMSprovidesastandard platformto all insurersto resolve policyhol der grievances
and providesIRDAI with atool to monitor the effectiveness of the grievanceredress
systemof insurers.

. INTEXT QUESTIONS 6.3

1. Whichof thefollowingwill bethemost appropriateway of lodging aninsurance
policy related complaint for acustomer?

a) Police

b) SupremeCourt
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©)
d)

Ombudsman
High Court

2. Whichof thefollowing agency appointsInsurance Ombudsman?

a)
b)
©)
d)

Supreme Court
Governing Body of Insurance Council (GBIC)
Didtrict Forum

Insurance Companies

3. A personcanfileagrievanceagainst aninsurer withthe help of:

a)
b)
©)
d)

Himsdf
Through hislegd heirs
Through hisnomineeor assgnee

All of theabove

4.  Onecanapproach the Ombudsman withacomplaintif theinsurer:

a)
b)
©)
d)

Hasrgected theinitial complaint

Hasnot resolved the complaint to hissatisfaction
Hasnot responded to the complaint at al for 30 days
All of theabove

5. The Ombudsman actsasamediator and arrivesat afair recommendation based

on

a)
b)
©)
d)

Thelnsurer’ srecommendations
Thefactsof thedispute
Hisowndecision

Noneof theabove

6.  Which among thefollowing isthetimelimit for approaching an Insurance
Ombudsman?

a)
b)

Within 2 yearsof rejection of thecomplaint by theinsurer

Within 3 yearsof rejection of thecomplaint by theinsurer
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c) Within 1year of rgjection of thecomplaint by theinsurer
d) Within1month of regjection of thecomplaint by theinsurer

7. Whichof thefollowing statement istruewith respect to the Integrated Grievance
Management System (IGMS)?

a) Itisagaeway for registering and tracking grievancesonline

b) Itactsasarepository for IRDAI to monitor disposal of grievances by
insurers

c) Bothoftheabove

d) Noneof theabove

©-| WHAT YOU HAVE LEARNT

Complaint meansawritten expressionof dissatisfaction by acomplainant about an
action or lack of action about the standard of service or deficiency of serviceof the
service provider. A complainant who wishesto make acomplaint against insurer,
intermediary, insuranceintermediary, distribution channel or other regul ated entities
involvedininsurance saesand servicesshdl approach therespectivegrievanceredressd
officer of insurer. If the Insurer doesn’t respond within 15 daysor the solution offered
by the insurance company is not acceptabl e to the complainant, he may approach
other agencieslike grievance redressal management system of theIRDAI, Insurance
ombudsman, consumer forumsor civil courts. IRDAI haslaunched an Integrated
Grievance Management System (IGM S) which actsasacentra repository of insurance
grievancedataand asatool for monitoring grievanceredressin theindustry.Consumer
disputesredressal agenciesare established in each district andstate and at national
level. The Ombudsman, by mutual agreement of theinsured and theinsurer canact as
amediator and counsdllor within thetermsof reference.If thedisputeisnot settled by
intermediation, the Ombudsman will passaward to theinsured which hethinksisfair,
and isnot morethan what isnecessary to cover theloss of theinsured.

ll'ltlm

TERMINAL QUESTIONS

I

=

Download thelatest Annual report of IRDAI and identify the major typesor
categoriesof Complaintsagainst lifeand non-lifeinsurers.

N

| dentify the number of complaintsdisposed of inboth Lifeand non-lifeinsurance
by the I nsurance ombudsman.
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Regu‘?“’ry Aspectsin  § 3 Explaintheprocedureof Grievance Redressal inInsurance Industry in India
nsurance

4.  Highlight theimportant featuresof The Consumer Protection Act, 1986

5.  Explanthefeaturesof different consumer disputesredressa agencies, i.e. Didrict
Forum, State Commission and National Commission.

- = ‘E ANSWERS TO INTEXT QUESTIONS
Notes

6.1

1. (¢ Complant

2. (0) Integrated Grievance Management System
(b) Grievance Redressal Officer of Insurer

w

6.2

(@ DidrictForum

(d) Dispute

(b) StateCommission

A 0 dp P

(b) Sdlernot advising the customer on the best product in acategory
6.3

() Ombudsman

(b) Governingbody of Insurance Council (GBIC)

(d) All of theabove

(d) All of theabove

(b) Thefactsof thedispute

(¢) Withinoneyear of rgjection of the complaint by theinsurer

(c) Bothof theabove

N o o &~ w DN PRE

©)] LEARNING OUTCOMES

After reading thischapter, studentswill be able:
® Toexplainthegrievanceredressa mechanisminInsurancetotheclient

®  Tosuggest thewaysby whichacomplaint or grievance of the customersshall
bereported to different agencies.
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7.0 INTRODUCTION

Electricity isan essentia part of modern lifeand important for any economy. Weuse
electricity for various purposeslikelighting, heating, cooling, and refrigeration. Itis
required for operating appliances, computers, €l ectronics, machinery, and public
transportation systems. You must have seen ashortage of electricity inyour areaor
state asthere are many uses of it. We should conserve el ectricity both at our homes
and at our workplaces. But the question is how? L et us understand the basi cs of
electricity and thewaysof conserving el ectricity at our workplacesin thischapter.

7.1 OBJECTIVES

After reading thislesson, youwill beableto:

Definedectricity

Discussthebasicsof eectricity

List theenergy-efficient devicesthat areusedinthejob

List the benefitsof using energy-efficient appliancesat theworkplace

Discussthewaystoidentify electrical problemsthat can ariseduring work

Discussthe standard practicesto befollowed for conserving electricity inthe
job

®  Statetheimpact of improperly connected electrical equipment and appliances
onthetasksbeing performed
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Insimplewords, ‘ Electricity’ istheflow of electrical power or charge. Electricity is
popularly known aselectric current or power. Electricity isabasic part of natureand
oneof themost widely used formsof energy. Electricity ispresent in naturein theform
of lightning in athunderstorm. Electricity iswidely used all around usin powering
- — |} technology likeour cell phones, computers, tubelights, air conditioners, and many
Notes ¥ other electronic gadgetsthat weusein our daily life.

All thefactories, manufacturing units, and officesal so requireectricity for lighting the
rooms, powering thefans, air conditioners, lifts, computers, coffee vending machines,
etc. No modern organization can work without el ectricity asweare so much dependent
onit. Imagineif you don’t have el ectricity for aday inthe summers, how difficult it
would befor usasno fanswould beworking, therewould benolighting in your house,
and no el ectronic gadgetswould beworking. Thus, we can say €l ectricity hasbecome
animportant part of our daily lives.

7.3 BASICS OF ELECTRICITY

Thethree most basic components of electricity arevoltage, current, and resistance.

Voltageisthe pressurefrom an electrical circuit’spower sourcethat pushes charged
electrons (current) through a conducting loop, enabling them to do work such as
illuminating light. In brief, voltage= pressure, anditismeasured involts (V).

Figure7.1: Voltage

Currentistherate at which el ectronsflow past apoint inacompleteelectrica circuit.
Atitsmost basic, current = flow.An ampere, or amp, istheinternational unit used for
measuring current. It expressesthe number of electrons (sometimescalled “eectrical
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charge’) flowing past apointinacircuit over agiventime.Current isusually denoted
by the symbol (1)

A current of 1 ampere meansthat 1 coulomb of electrons-that’s6.24 billion billion
(6.24 x 1018) electrons-ismoving past asingle pointinacircuit in 1 second. The
caculationissmilar to measuring water flow: how many gallonspassasinglepointin
apipein 1 minute (gallonsper minute, or GPM).

Resistance is a measure of the opposition to current flow in an electrical
circuit.Resistanceis measured in ohms, symbolized by the Greek letter omega (U)

All materialsresist current flow to some degree. They fall into one of two broad
categories.

a)  Conductors: Materiasthat offer very littleres sancewhere e ectronscan move
easly. Examples. slver, copper, gold, and aluminum.

b) Insulators: Materials that present high resistance and restrict the flow of
electrons. Examples. Rubber, cloth, paper, glass, wood, and plastic.

Figure7.2: Voltage, Current, and Resistance

Voltage, current, and resistance areall related.If you change one of theminacircuit,
theatherswill change, too. Specificaly, voltageisequad to current multiplied by resstance
(V =1xR). ThisisknownasOhm’slaw.
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1. ‘Electricity’ istheflow of
a Light
b) Electrica power or charge
Notes c) \Voltage
d) Resgance.
2. Whichof thefollowing isamong the bas c components of electricity?
a Voltage
b) Current
C) Redgance
d) All of theabove
3. Whichof thefollowingistruewith respect to the concept of el ectricity?
a) ‘Electricity’ istheflow of electrical power or charge
b) ‘Electricity’ isoneof themost widely used formsof energy
C) Electricity ispresentinnature
d) Allof these
74 BENERGY-EFFICIENT DEVICES USED AT THE WORKPLACE
Asconsumersand bus nessorganizations|ook for energy-saving productsor devices,
manufacturersare offering more* green” devicesthan ever before. Energy-efficient
devices help the environment and save money. Some of the energy-efficient devices
that are used by businessorganizationsare:
1. LED Lightning
LED Lightsor bulbsare one of the most energy-efficient lightsthat are being
used by businessorganizations. LED lightsor bulbsare having alonglifespan
when compared with traditiond lighting solutions. Theaverage LED lasts50,000
operating hoursto 100,000 operating hoursor more. LED lightsor bulbsoffer
the brightest light for the least money asthese are more energy-efficient and
108
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consumelessdectricity AnLED light bulbthat hasearned the* Energy Star’ 1 abel Regul?tory Aspects in
uses up to 90% lessenergy than anormalbright light bulbwhile providing the fenranee
sameillumination.

2. Solar Panels

Solar Panelsare getting popul ar these days among business organizationsas
well asamong consumers. Asdefrom being agreat source of renewableenergy,
solar panelsare clean, longer-lasting, and requirelittle maintenance. Oneof the
limitations of Solar panelsisthat they might be costly initially at thetime of
installation. But with theamount of energy and money you save, it pays of f
sooner than you think. Business organi zations having good space and exposure
to sunlight are getting these solar panelsinstalled asit producesagood amount
of eectricity.

Notes

3.  Five-Star Rating Appliances

New appliancesarefitted with Energy Star Rating L abelsthat show you how
energy efficient each oneis. Higher the star ratings, the more energy-efficient
that appliancewould be. For example, A5 Star AC of 1.5tonswould bemore
energy efficient when compared with 3 Star AC of 1.5 tons of the same brand.
Businessorganizationscan buy applianceslikeAC, fridges, and other appliances
with higher Star ratingsto saveeectricity.

4. Laptops

Generdly, |aptops consume much lessenergy than desktop computersbecause
laptops operate using abattery; therefore, designed to be more power-efficient.
L aptop computers consume up to 80 percent less electricity than desktop
computers. Another advantage of alaptopisthat it can beeasily carried from
one placeto another. That isthe reason, many business organi zations prefer
choosing laptops over desktops.

5. Motion Sensor Lights

Motion Sensor Lightsarelightsinwhich if themotion sensor detectsan object
moving acrossitsfield of view epecidly warmer objectssuch aspeople, animals,
and cars, it electronically turnson thelights. Organizationsare using sensors-
based lights, especialy inwashrooms, lifts, stairs, parking areas, and other areas
tosavealot of electricity.
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7.5 BENEFITS OF ENERGY EFFICIENT APPLIANCES

Some of themain benefitsof energy-€fficient gppliancesinclude:

1.

Energy Savings

Energy-efficient appliancescan help in saving alot of energy asthesedevices
consumethe minimum amount of energy and helpin energy conservation. This
conserved energy can then be used for adifferent purposeinthe homeor at the
workplace.

Money Savings

By saving energy, these appliancesal so work toward reducing energy billsand
saving alot of money. Buying energy-efficient gopliances, making energy-efficient
homeimprovements, and taking energy-efficient actionsevery day can save
you thousands of rupees.

Environmentally Friendly

Using energy-efficient gpplianceshe psinminimizing theexploitation of natura
resources, such asnatural gas, oil, coal, and water. Energy efficiency worksto
enhancethe conservation of these resourcesasaway to achieve sustainable
devel opment. Energy-efficient appliancescan a so helpin controlling pollution
because gppliancesthat utilizewater, oil, cod, and natural gascan lead to water,
soil, and air pollution through industria effluentsand emissions.

. INTEXT QUESTIONS 7.2

1

‘LED lightsor bulbs consume more e ectricity when compared with anormal
light or bulb’

a True
b) Fase

A5 Star AC of 1.5tonswould be more energy efficient when compared with 3
Star AC of 1.5tonsof the same brand.

a True

b) Fdse
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3. Laptop computersconsumeup to lesselectricity than desktop Regu‘;t]‘;rlz ;\nscliects in
computers.
a 10percent
b) 20 percent
C) 40 percent
d) 80 percent Notes

4.  Whichof thefollowing object amotion sensor can detect?
a Humen
b) Animds
c) Cars
d) Allofthese
5. Whichof thefollowing isthebenefit of energy-efficient appliances?
a Itcanhelpyousaveenergy
b) Itisenvironmentaly friendly
c) Itcanhelpyousavemoney

d) Allof these

7.6 IDENTIFICATION OF ELECTRICAL PROBLEMS AT
THE WORKPLACE

Itisvery important for each oneof usto know what arethevariouseectrical problems
at theworkplace and how we can identify them for the safety of ourselvesaswell as
others. Someof thedectrical problemsand waystoidentify them arediscussed bel ow:

1. Odd or Unfamiliar Smell

Anodd or unfamiliar smell coming from the appliances, eectrica outlet, or fuse
box can beasign of overload or burning or meltingwires. If you detect an odd
smell coming froman electrica outlet, you shouldimmediately unplug anything
connectedtoit. A qualified eectrician should becaled to check it. Similarly, if
your fusebox isemitting an odd odor, cal an eectricianimmediately. Sometimes,
the source of the odd smell or smell of burning wiresisnot detectable, in that
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case also inform your management and call an electricianto get it checked to
avoid any mishappenings.

Warm or Sparking Outlets and Switches

If your light switches are warm to the touch or an outlet is sparking, call a
professiona eectricianimmediately to seeif your wiring needsrepairsor if the
switches should be replaced. If you hear any buzzing sound or asound of a
spark whileturning on or off the switch or while plugging acharger or any other
deviceinto an outlet, you should immediately turn off the power and consult a
professiond dectrician.

Blinking or Flickering Lights

Blinking or flickering lightsusualy indicateapower surge. These power surges
don’t necessarily have to comefrom acatastrophic event like an earthquake or
athunderstorm but are more likely because of an overload because of your
gppliancesthat aremaking demandsonthedectrica sysemthat it cannot handle.
Power surgeshappen when thereisamassive spikeinyour electrical system’s
current. They only last about afraction of asecond but can causelifelong damage
toany outletsor plugged-in appliances. If you observefrequent light flickering
at your workplace, you should report it to the management and consult a
professiona e ectrician for upgrading thewiring and load in your workplace.

Broken Light Switches and Loose Outlets

If some switchesor outletsat your workplace or workstation stop working or
work occasionally, it could beasign of loosewiringand another potential fire
hazard. L oose or broken outlets also create a potential for electrical shock.
Evenif aswitch or anoutletispartialy broken, it could shock an unsuspecting
individua whoisplugginginor unplugging acord. Thesameshould berepaired
withthehelp of andectrician.

Frequent Tripping of Fuses or Circuit Breakers

Circuit breakersaredesigned to tripwhen acircuit isoverloaded. Generally,
MCBsor miniaturecircuit breakersare used at theworkplacethat cantripin
caseof an overload. Tripping of thecircuit breakers prevents overheating and
eliminatesfirehazards. Occas ond tripping can be because of asmpleoverload,
but if it occursrepeatedly, it can be asign of continuous overload or faulty
wires. You should call aprofessiona electricianto get it checked.
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Figure7.3: Miniature Circuit Breaker (MCB)
6.  Electrical Shocks

Anéectrica shock can beahorrible experiencefor anyone. Even though they
areusually pretty mild but remind usthat electricity isdangerouswhen not
properly utilized. Electrical shockstypically happenwhenyouturnadeviceon
or off. Theissue could bewith theappliance, or it could bein thewiring. If you
or anyone at your workpl ace gets an el ectric shock dueto some appliancesor
whileturning thedevice on or off, you shouldimmediately cal anelectricianto
get it checked. By this, you can saveyourself and your office colleaguesfrom
getting another shock.

7. Uncovered Panel Box or Junction Box

Panel boxes and Junction boxes contain alot of wiresthat are connected to
each other and are designed to keep one section of wiresaway from the other.
Thepand box generdly hasthe controlswhereasthejunction box isan enclosure
used for theinterconnection of cables between field devices and the control
panel. These boxes help in protecting the wires from getting damaged. An
uncovered box increasesthe chances of an dectric shock. If you noticeuncovered
pand boxesor junction boxes, you should immediately call an electricianto get
them covered.

Figure7.4: Panel Box
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Figure 7.5: Junction Box
Backstabbed Wires

Backstabbed wiresare wireswith holesand cutsin them thusexposing live
wiresand increasing the chances of electric shock if someone comesin direct
contact with them. Ratsgenerdly bitethe outer layer of thewireswhich makes
it dangerousfor othersasit increasesthe chances of el ectric shock. You should
call an electrician to get the cuts and holes covered with tapes. It isalways
better to get anew wirefixed as covering thewirewith tapeisatemporary
solution. The situation can become hazardous when the tape comes of .

Heavy Reliance on Extension Cords and Multiplugs

Figure 7.6: Heavy reliance on extension cordsand Multiplugs

If you havefew plugsfor providing electric supply to your devices, you may
generally useaMultiplug or an extension cord. But heavy reliance on extension
cords and multi plugs can prove to be hazardous at your workplace. It can
damage both the appliancesand plugs. It isalways better to add more outlets.
You canrequest aprofessiona electricianto get it donefor you.
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7.7 ELECTRICITY CONSERVATION AT WORKPLACE

Itisvery important to save and conserve electricity at our workplacesasit can help
you save money aswell ascontributesto the environment. Organizations should use
somestandard practicesthat can befollowed for conserving ectricity at theworkplace:

1.

Switch off lights and equipment when not in use

You should awaysswitch off lightswhen not in useto savedectricity, especialy
inyour washrooms. If not in use, switch off thelightsin meeting rooms, pantry,
reception, corridors, or stairs. Just likewith lights, make surethat you switch of f
and plug out al equipment whennotinuse. It canhelpyou savealot of eectricity.
Thisincludesair conditioners, coffee vending machines, microwaves, printers,
copiers, and scanners during weekends or holidays. These el ectrical devices
continue to drain power even if they are plugged in. This type of energy
consumption canincrease your annual electricity bills. We should unplug our
Mobile phone chargersand | aptop chargerswhen the battery isaready charged
or when not inusefor saving electricity.

Use energy-efficient appliances

Energy-efficient devices should be used at theworkplaceto saveenergy. This
will includeusing LED lights, solar panels, applianceswith five-star ratings,
laptops over computers, and motion sensor lights. You should replace old,
inefficient equipment with thosethat have ahigh energy rating. Energy-efficient
appliancesare environmentally friendly and save money for your organization.

Use the hibernation feature on all computers and laptops

You should advise everyoneto put their computersin hibernation modeif they
takeabreak or gotoameeting. I T person at your workplace should changethe
settingsof al thedevices, i.e. computersand | aptopsto hibernate modeto save
energy. Thehibernation feature allows usersto save existing work asitisand
continueworking at the exact same point upon return. Employeescan set their
computers to go into hibernation mode when they are inactive for several
minutes.

Print only when necessary

You should adviseyour employeesto avoid printing filesthat can be sent using
emails. Asidefrom reducing paper wastage, thisal so helpscut thetotal amount
of energy consumed by the printer. Thereare many waysyou can share or store
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Insurance .
storage, etc., you can store and sharefilesat your workplace.
5. Switch off artificial lights and use natural light
Organizations should usemorenatura light at theworkplace and should restrict
or limittheuseof Artificid lightsfor thedark areasintheworkplacethat are out
-_— of thesun’sreach. Artificia lightsconsume power whereasnatural light isfree.
Notes . . .
Some modern buildings use smart windowsto conserve energy and provide
natural light at theworkplacethusreducing theneed for artificid lights.
6.  Energy audits
Anenergy audit can hep your organization measurethe current energy efficiency
and can help youidentify waysto improveit. You will be ableto understand
whether you are consuming too much energy or the perfect amount to sustain
your business. Multipleenergy auditshel p you track your progressover time
and make sureyour energy-saving effortsare paying off.
. INTEXT QUESTIONS 7.3
1. If youdetect an odd smell coming from an electrical outlet or plug, what you
should do?
a Immediately unpluganything connectedtoit
b) Cal anéelectriciantoget it checked
c) Bothof these
d) Noneof these
2. Circuit breakersaredesigned totripwhen acircuitis
a Normdly loaded
b) Underloaded
c) Overloaded
d) Noneof these
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3.

Which of thefollowing statement istrue?

a Heavy rdianceon extenson cordsand multi plugsisok at theworkplaceif
wehavefew plugsor outletsfor providing eectricity

b) Heavy reliance on extension cords and multi plugs can damage both the
gppliancesand plugs

c) Bothof these
d) Noneof these

Which of thefollowing should be practiced for conserving electricity at the
workplace?

a) Switchoff lightsand equipment whennotinuse
b) Print only when necessary

c) EnergyAudits

d) Allofthese

7.8

IMPACT OF IMPROPERLY CONNECTED
ELECTRICAL EQUIPMENT AND APPLIANCES

Improperly connected electrical equipment and appliancesat your workplace can be
both hazardous and can affect your official tasks.

1.

Damage to appliances and wires

Improperly connected el ectrica equipment and gppliancescan damagethewiring
or the appliances. It may result in heating of switches, melting of wires, or can
create severe damageto theelectrical appliances.

Electric shocks

Improperly connected e ectrical equipment and appliancesincreasethechances
of dectrica shocks. Toavoid any eectrical shock at theworkplace, one should
always check whether the electrical equipment and appliancesare properly
connected.

Fires at your workplace

Improperly connected e ectrical equipment and appliancescanadsoresultinfire
dueto the sparking of plugs. Improperly connected electrical equipment and
appliancesareamong onemajor reason why therewereinstances of firesat the
workplace.
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4.  Can completely stop or delay your work

DamagetoAppliancesand wiresat theworkplace, instances of e ectric shocks,
and Firesat your workplace can result in getting your work compl etely stopped
or may create adelay inyour work.

5.  Affects productivity

Your productivity will beaffected if your work getsdelayed or stopped dueto
reasonslike Damageto Appliances and wires, el ectric shocks, power being
turned off till thetimean e ectricianrepairsor find thefault, or duetofireat your
workplace.

ACTIVITY

Roleplay asituation on how to report equipment faultsand maintenancelapsesto the
concerned personnel effectively.

©-| WHAT YOU HAVE LEARNT

‘Electricity’ istheflow of eectrica power or charge. Electricity ispopularly known as
electric current or power. Electricity isabasic part of nature and one of the most
widdy used formsof energy. All thefactories, manufacturing units, and officesal so
requireeectricity for their functioning.

Thethree most basic componentsof el ectricity arevoltage, current, and resistance. A
current of 1 amperemeansthat 1 coulomb of electrons-that’s6.24 billionbillion (6.24
x 1018) el ectrons-ismoving past asinglepointinacircuitin 1 second. All materials
resist current flow to some degree. They fall into one of two broad categories:
Conductorsand Insulators. voltageisequal to current multiplied by resstance (V =1
X R). Thisisknown asOhm'’slaw.

Some of the energy-efficient devicesthat are used by businessorganizationsare: LED
Lightning, Solar Panels, Five-Star Rating Appliances, L aptops, and M otion Sensor
Lights. Energy Efficient Appliances can help you save energy, save money and are
Environmentaly Friendly.

Someof theelectrical problemsfound at theworkplacesare Odd or Unfamiliar smell
near theoutlets, Warm or sparking outletsand switches, Blinking or flickering lights,
Brokenlight switchesandloose outlets, Frequent Tripping of Fusesor Circuit Bregkers,
Electrical Shocks, Uncovered Panel Box or Junction Box, Backstabbed wires, and
Heavy reliance on extension cordsand Multiplugs.
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Organi zations shoul d use some standard practicesthat can befollowed for conserving Regu‘?lt]‘;rlz ;\nscliects in
electricity at theworkplacelike Switching off lightsand equipment when not in use;

Using energy-efficient appliances, Using the hibernation festureonal computersand

lgptops, Print only when necessary; Switching off artificid lightsand using naturd light;

and having Energy Audits.

Improperly connected electrical equipment and appliancesat your workplace can be

both hazardous and can affect your official tasks. It can damageyour Appliancesand § Notes
wiresand can result in Electric shocksand firesat your workplace. It would also can
completely stop or delay your work and affectsyour productivity at theworkplace.

)

™
)

TERMINAL QUESTIONS

o

Define'Electricity’. List theusesof eectricity inour daily lives.

=

2. What arethebasic componentsof electricity?

3.  Listtheenergy-efficient devicesthat are used at theworkplace. What arethe
benefitsof usng Energy Efficient Appliances?

4.  Discussthewaystoidentify electrical problemsthat can arise during work.
What areitssolutions?

5.  Discussthestandard practicesthat should befollowed for conserving el ectricity
inthejob

6. Statetheimpact of improperly connected electrical equipment and appliances
onthetasksbeing performed.

‘E‘I ANSWERS TO INTEXT QUESTIONS

7.1
1. (b) Electrica power orcharge
2. (d) Alloftheabove
3. (d Allofthese
7.2
1. (b) Fdse

2. @ True
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4. (d) Allofthese
5. (d) Allofthese
7.3
-_— 1. (¢) Bothofthese
Notes
2. (¢ Overloaded
3. (b) Heavy rdianceonextension cordsand multi plugscan damageboth
theappliancesand plugs
4. (d) Allofthese
Z
L@ LEARNING OUTCOMES
After reading thischapter, studentswill be able:
®  Toapply suitabletechniquesto check the equipment/machinery for the desired
leve of functioning
® Toemploy appropriate methodsto rectify faulty equipment/machinery safely
®  Toreport equipment faultsand maintenance lapsesto the concerned personnel
effectively.
®  Toimplement the practicesthat can befollowed for conserving electricity at the
workplace
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8.0 INTRODUCTION

Wasteis defined as unwanted and unusable materialsand isregarded asasubstance
whichisof nouse. Wastethat we seein our surroundingsisalso known asgarbage.
Garbageismainly considered asasolid waste that includeswastesfrom our houses
(domestic waste), wastesfrom schoolss, offices, etc (municipal wastes) and wastes
fromindustriesand factories (industrial wastes). It becomesvery important for every
economy to have an efficient waste management system. L et usdiscuss about the
typesof waste, how to segregatethe waste, methodsfor waste disposal, pollutionand
how to minimize pollutioninthischapter.

8.1 OBJECTIVES

After reading thislesson, youwill beableto:
List thevarioustypesof recyclable, non-recyclable, and hazardouswaste
Statethesignificanceof different coloured dustbins

List thedifferent typesof wasteto be segregated

Discussthe standard methodsfor waste disposal

(]
(]
(]
®  Statetheimportance of waste management
(]
® Listthesourcesof pollution.

(]

Discussthewaysto minimizevarioustypesof pollution
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8.2 RECYCLING WASTE

Recyclingistheprocessof converting waste materia sinto new materialsand objects.
Typica materiasthat arerecycledincludeiron and stedl scrap, aluminum cans, glass
bottles, paper, wood, and plastics. Themateria sreused in recycling serveassubgtitutes
for raw materid sobtained from suchincreasingly scarcenatura resourcesaspetroleum,

natural gas, coal, mineral oresand trees. Recycling can help reduce the quantities of
solidwastedeposited inlandfills, which havebecomeincreasingly expensive. Recycling
asoreducesthepallution of air, water, and land resulting from wastedisposa . Recycling
isakey component of modern waste reduction and isthe third component of the
“Reduce, Reuseand Recycle’

Turning thetrashed wastesinto useful productsisbeneficia for both the community
and the environment. The recycling process can be of three types and each type
includesthreebasic steps. Thefirst step isthe collection and separation of recyclable
materia sfromwastes. In the second step, the residue goesthrough any of thesethree
proceduresand isreverted into raw materid. Inthefina step, theraw materia turns
into afinished product again.

These are three types of recycling:
®  Mechanical Recycling

Thismethod isused to recycle plastics, either obtained fromindustrial scrap, or
domestic, or commercial disposas. Theresduesare mechanically transformed
into new material swithout changing their chemical structures.

® Energy Recycling

Themethod used to convert plasticsinto both thermal and electric energy is
caled energy recycling. Theprocessisdoneby leveraging, throughincineration
andthe heat isreleased intheform of fuel.

®  Chemical Recycling

Amongal typesof recycling, chemicd recycling isthemost complex method.
Inthisprocess, thechemica structuresof plasticsare modified after reprocessing
them. Thefinal product is produced to be used asraw material in different
industries. It can a so be used asabasic input in manufacturing new plastic
products. It isan expensive process and requires alarge amount of plastic
avalable
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includethefallowing:
< Aluminumcans
< Car bumpers
< Carpeting

< Cereal boxes

< Comicbooks

< Eggcartons

< Glasscontainers
< Laundry detergent bottles
< Motor oil

< Nalls

< Newspapers

< Papertowels

<  Stedl products
< Trashbags

Paper and Cardboard Glass Bottles and Jars

=

Figure 8.1 Recycling Items
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8.3 HAZARDOUS WASTE

Hazardouswasteisawastethat has substantia or potential threatsto public health or
the environment. Hazardouswasteisatype of dangerousgoods. They usually have
oneor moreof thefollowing hazardoustraits: ignitability, reactivity, corrosively, toxicity.
Listed hazardouswastesare material s specifically listed by regulatory authoritiesas
hazardouswasteswhich arefrom non-specific sources, specific sources, or discarded
chemica products. Hazardouswastes may befound in different physical statessuch
asgaseous, liquids, or solids.

8.3.1 Types of Hazardous wastes

Universal Wastes

Universal wastesare aspecial category of hazardouswastesthat generally posea
lower threat rel ativeto other hazardouswastes, are ubiquitousand produced invery
largequantitiesby alarge number of generators. Some of themost common“Universa
Wastes” arefluorescent light bulbs, some specialty batteries (e.g. lithium or lead
contai ning batteries), cathode ray tubesand mercury-containing devices.

Universa wastesare subject to somewhat |essstringent regul atory requirements. Small
quantity generators of universal wastesmay be classified as“ Conditionally Exempt
Small Quantity Generators’ (CESQGs) which releasethemfrom someof theregulatory
requirementsfor the handling and storage hazardouswastes. Universal wastesmust
still be disposed of properly.

Household Hazardous Waste

Household Hazardous Waste (HHW), also referred to asdomestic hazardous waste
or home generated special materials, isawastethat isgenerated from residential
households. HHW only appliesto waste coming from the use of materialsthat are
labeled for and sold for “homeuse’. Waste generated by acompany or at anindustria
settingisnot HHW.

Thefollowing list includes categories often applied to HHW. It isimportant to note
that many of these categories overlap and that many household wastescanfall into
multiplecategories:

® Paintsand solvents
®  Automotivewastes(used motor oil, antifreeze, etc.)

® Pedicides(insecticides, herbicides, fungicides, etc.)
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M ercury-containing wastes (thermometers, switches, fluorescent lighting, etc.) Regu‘?lt;;rli ;Scieds in
Electronics(computers, televisions, cell phones)
Aerosols/ Propanecylinders

Caudtics/ Cleaning agents

Refrigerant-contai ning gppliances Notes
Some speciaty batteries(e.g. lithium, nickel cadmium, or button cell batteries)

Ammunition

Asbestos

Car batteries

Radi oactive wastes (some home smoke detectors are classified asradioactive
waste becausethey contain very smal amountsof radioactiveisotopeamericium
- see: Digposing of Smoke Detectors).

®  Smokefromchimneys

600

Explosives Gases Flammable  Flammable Oxidizers and
Liquuds Solids  Organic Peroxides

Poison and Radioactive Corrosive  Miscellaneous
Infectious Substances

Figure 8.2 HazardousWaste examples

. INTEXT QUESTIONS 8.1

1.  Theprocessof converting waste materialsinto new materialsand objectsis

knownas
a Reusng b) Recyding
€) Reducing d) Allofthese
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cdled
ad Mechanicd Recyding
b) Energy Recycling
L c) Chemicd Recyding
Notes d) Noneof these
3. Whichof thefollowingisthemost complex method
ad Mechanicd Recyding
b) Energy Recycling
c) Chemicd Recyding
d) Allofthese
4.  ‘Fluorescentlight bulbs isanexampleof
a Universa wastes
b) Household hazardouswaste
c) Bothof these
d) Noneof these
8.4 NON-RECYCLABLE WASTE
Non-recyclable waste meansawaste that cannot be processed or treated for reusein
someform:..
Non-recyclableitems
® Gabage
® Foodwaste
® Food-tainteditems(such as: used paper platesor boxes, paper towels, or paper
napkins)
®  Ceramicsandkitchenware
®  Windowsandmirrors
126
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Packing peanuts and bubblewrap

Wax boxes

Photographs

Medica waste —
Notes

Polystyreneor styrofoam

Hazardous chemica sand chemical containers

Plastic toysor sporting goods equi pment

Foam egg cartons

Wood

Light bulbs

Yard waste or garden tools

8.5 DIFFERENT COLORED DUSTBINS AND ITS SIGNIFICANCE

Asper the Solid Waste Management Rules, 2016 dustbins of three different colorsto
be used for storage of segregated wastein green, blueand black bins. Greenbinsare
to be used for wet waste, bluebinsareto be used for dry waste, and black binsareto

beused for for inerts.
%
P i .
Blue Bins u

Green Bins Black Bins

Image 8.3: Different Coloured dustbinsinIndia

These color dusthinshel psin waste segregation at source. Waste Segregetion at Source
offer far-reaching benefits- optima utilization of municipa machinery andworkforce,
efficientinfrastructure operations, and enhanced environmental outcomes.
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Waste can be categorized into three main types, i.e. Wet Waste, Dry Waste and

Inerts. InIndia, Green binsareto be used for wet waste, bluebinsareto be used for

dry waste, and black binsareto be used for inerts.

Wet waste consistsof kitchenwaste - including vegetableand fruit peel sand pieces,

S— " Notes tealeaves, coffeegrounds, eggshells, bonesand entrail s, fish scales, aswell ascooked

food (both veg and non-veg).

Dry waste meanswaste other than bio-degradable waste and inert street sweepings

and includesrecyclable and non recyclable waste, combustible waste and sanitary

napkin and diapers, etc;

Inerts meanswasteswhich are not bio-degradable, recyclable or combustible street

sweeping or dust and st removed from the surfacedrains.

8.7 IMPORTANCE OF WASTE MANAGEMENT

1. Improves human health
In most cases, theimproper management and disposal of different types of
wastes can cause avariety of healthissuesto humans. Thesecanincludeskin
irritation, respiratory problems, and other illnesses. For example, wastesthat
releasedioxinsand other toxinsare dangerous, especialy whenthey' rediffused
into theair peoplebreathe. Moreover, toxic chemicalsfrom wasteleaking into
bodiesand streams of water can a so be harmful to people who consumethat
water onaregular basis.

2.  Helpsinsaving environment
Waste management isimportant asit savestheenvironment fromthetoxic effects
of inorganic and bi odegradabl e el ement present in waste. Mismanagement of
waste can causewater contamination, soil erosonand air contamination, which
inturn can cause harmto the environment aswell ascommunities.

3.  Waste can be recycled
Waste can berecycledif collected and managed efficiently. Waste materials
such asplastic, glassand paper can be segregated into different columnsin
order to processthem to makenew productswhichwill savethe natural resources.

4.  Protects animals and marine Life
Just like humans and the environment, inappropriate handling of waste and
garbage can have an adverseimpact on animalsand marinelife. For example,

128
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animalsthat feed on grassin areasnear contaminated areassuch aslandfillscan Regulatory Aspects in
be poisoned due to the toxic chemical s that leak into the soil. Also, marine Insurance
animalsare at risk of death when they begin consuming cigarette butsand

contaminated water.

5.  Helpsin creating Jobs for efficient waste management system

Waste management will not only savenatura resources, biodiversity, and human
life, it will dsoimpact theeconomy inapositiveway astherewill bemorejobs
created for running an efficient waste management system.

Notes

. INTEXT QUESTIONS 8.2

1.  Waste meansawaste that cannot be processed or treated for reusein some
formisknownas

ad Recyclablewaste b) Non-recyclablewaste
¢) Universd wagte d) Hazardouswaste
2. Greenbins(dustbins) areto beused for
a WetWaste b) DryWaste
C) Inets d) Hazardouswaste
3. Bluebins(dustbins) areto be used for
a WetWaste b) DryWaste
C) Inets d) Hazardouswaste
4.  Vegetableandfruit peelsand piecesshould beputin
a) GreenBins b) BlueBins

c) BlackBins d) Anyof these

8.8 STANDARD METHODS FOR WASTE DISPOSAL

Therearevariousmethodsavailablefor thewaste disposa . Someof them arediscussed
below:

1.  Landfills: Throwing daily waste/garbageinthelandfillsisthe most popularly
used method of waste disposal used today. This process of waste disposal
focusesattention on burying thewasteintheland. Refuse can be safely deposited
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in a sanitary landfill, a disposal site that is carefully selected, designed,
constructed, and operated to protect the environment and public health. One of
themost important factorsrelating to land filling i sthat the buried waste never
comesin contact with surfacewater or groundwater.

Recycling: Recyclingisthe processof converting waste productsinto new
productsto prevent energy usage and consumption of fresh raw materials.
Recyclingisto reduce energy usage, reducethevolumeof landfills, reduceair
and water pollution, reduce greenhouse gas emissions, and preserve natural
resourcesfor future use.

Composting: Another method of treating solid wasteiscomposting, abiologica
processin which the organic portion of refuseisallowed to decompose under
carefully controlled conditions. Compogtingisan easy and natura bio-degradation
processthat takes organic wastesi.e. remains of plantsand garden and kitchen
waste and turnsinto nutrient-rich food for your plants.

Incineration: | ncineration involvesthe combustion of waste materias. With
this method, the waste material is heated to very high temperaturesand is
converted into materials such asheat, gas, steam, and ash. Burningisavery
effectivemethod of reducing the volume and weight of solid waste, thoughitis
asourceof greenhousegasemissions. Inmodernincineratorsthewasteisburned
insideaproperly designed furnace under very carefully controlled conditions.
Incineration can reduce the volume of uncompacted waste by more than 90
percent, leaving aninert residue of ash, glass, metal, and other solid materials
called bottom ash.

8.9 POLLUTION

Theterm pollution refersto an undesirable changein the quality of anatural resource
or thenatura ecosystem. Thechangemay beharmful tolifeimmediately or over along
period of time. Thus, pollution adversdy affectsthehedth of living beings. Theaddition
of unwanted substancesin aconcentration that has an adverse effect on organisms
and environment, iscalled pollution.

Pollutioniscaused by apollutant. A pollutant isawaste material or substancewhich
causes an undesirable changein anatural resource or ecosystem. Smoke, dust and
poisonous gasesin theatmosphere and industria effluentsand sewagefrom citiesin
water aresome common examplesof pollutants. Further, human activitiesalso generate
heat and create noise or harm living beingsinamultitude of other ways.
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8.10 TYPES OF POLLUTION

Depending upon theareaor the part of environment affected, pollution may be of the
followingtypes:

® AirPollution
® Water Pollution
® NoissPollution
®  Soil Pallution

8.10.1 Air Pollution

Air pollutionistheintroduction of chemicals, particulate matter, or biologica materids
that cause harm or discomfort to humansor other living organisms, or cause damage
tothenaturd environment or built environment, intotheatmosphere. Mgor ar pollutants
include Sulphur oxides, nitrogen oxides, carbon monoxide, carbon dioxide (whichis
also amajor greenhouse gas), toxic metals, and particul ate matter.

Sources of Air Pollution

The sources of air pollution can he divided into two categories a) natural, and b)
human-made

a) Natural Sources
(i) Ashfromburning volcanoes, dust from storm, forest fires
(i) Pollengrainsfromflowersinair are natura sourcesof pollution
b)  Anthropogenic (human-made) Sources
(i) Power stationsusing coal or crudeoil release CO2inair
(i) Also, furnacesusing codl, cattle dung cakes, firewood, kerosene, etc.

(iii) Steam enginesused inrailways, steamers, motor vehicles, etc. give out
co2.

(iv) SodoMotor andinternal combustion engineswhich runon petrol, diesdl,
kerosene. etc.

(v) Vegetableoils, kerosene, and coal ashousehold fuels
(vi) Sewersand domestic drainsemanating foul gases

(vii) Pesticideresiduesinair
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Major Air Pollutants
Carbon dioxide

Carbon dioxideisoneof the mgjor gaseswhich contributestowardsair pollution. Itis
mainly produced during the combustion of fuel infactories, power stations, household
etc. Theincreasng CO2intheatmosphereislikely to havethefollowing effects.

(i)  Ariseinamospherictemperatureor globa warming dueto greenhouse effect.
Also causesclimate change.

(i)  Reduced productivity of themarine ecosystem. Thisisdueto thefact that water
in the oceanswould be more acidic duetoincreased concentration of CO2in
theair, which dissolvesinthewater.

(i)  Dueto Globa warming, theincreased surfacetemperaturewould cause melting
of continental and mountain glaciersand thuswould cause flooding of coastal
areasof some countries.

Sulphur dioxide

Itisproduced by the burning of coal in powerhouses and automobiles (car, trucks
etc.). It causes chlorosisand necrosisof plants, irritationin eyesand injury to the
respiratory tract (asthma, bronchitis) in humansresponsiblefor discol oration and
deterioration of buildings. High concentration of sulphur dioxideintheatmosphere
dissolvesinraindropsto form sulphuric acid which causesacid rain.

Carbon monoxide

Carbon monoxideisproduced asaresult of incomplete combustion of fossil fuelslike
coal, petroleum and wood charcoal . Automobilesusing diesel and petroleum arethe
major sources of carbon monoxide which gets added to the atmosphere. Carbon
monoxideismore dangerousthan carbon dioxide. It isapoisonous gaswhich causes
respiratory problems. When it reachesthe blood stream, it replaces oxygen duetoits
high affinity for haemoglobin. It also causes giddiness, headacheand interfereswith
normal function of theheart.

Fluorides

Upon heating” rocks, soilsand minera sthat containfluorides, giveout hydrogenfluoride
gas. Thisisan extremely toxic gas, which causes seriousinjury tolivestock and cattle.

Oxides of nitrogen

A few oxidesof nitrogen, such asnitric oxide (NO), nitrousoxide (N20) and nitrogen
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dioxide (NO2) are produced by natural processes aswell asfrom thermal power Regu“;;zzigsclzects in
stations, factories, automobiles and aircrafts (due to burning of coal and Health

petroleum). They reducetheoxygen carrying capacity of blood, may causeeyeirritation

and skin cancer in human beings.

Smog

Smog isamixtureof smoke, dust particlesand small dropsof fog. Smog may cause
necrosisand develop awhite coating on the leaves (silvering) of plants. In human
beingsand animals, it may causeasthmaand alergies.

Notes

Aerosol spray propellants

Suspended fineparticlesinthear areknown asaerosols. Aerosol scontain chlorofluoro
carbons (CFCs) and fluorocarbonsused in refrigerantsand aerosol cans. They cause
depletion of the ozonelayer.

Domestic air pollutants

Smokefrom cigarettes, biri, cigar and other such objectsusing burning tobacco, burning
of cod, firewood, cow dung cakes, keroseneoil and liquefied gasesare mgjor domestic
pollutants. The common pollutant gases emitted during the domestic burning of coal,
kerosene ail, firewood, cow dung cakes, etc. are carbon monoxide (CO), carbon
dioxide (CO2), sulphur dioxide (SO2), etc. The pollution dueto these pollutants causes
suffocation, eyeand lung diseasesand low visibility

Effects of air pollution

Thehedlth effectscaused by air pollution may includedifficulty in bresthing, wheezing,
coughing and aggravation of existing respiratory and cardiac conditions. Theseeffects
can result inincreased medi cation, increased doctor or emergency roomvisits, more
hospital admissionsand premature death.

Prevention and control of air pollution

() Atdomesticlevel, burning of wood and dung cakes can be replaced by use of
cleaner fuel and biogas (formed by the decomposition of anima and plant wastes
inabiogasplant).

(i)  Automobilepollution can bereduced by:
@ pooling of transport or use of public transport.
® useof unleaded petrol and CNG (Compressed Natura Gas).

@ regular tuning and servicing of theengines, and
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® motor vehiclesneed to obtain Pollution Under Control (PUC)certificateat
regular intervals.
(i)  Following measurescan reduceindustria pollution:
@ ingdlaionoftal chimneys,
Notes @ installation of devicesthat do not allow pollutantsto bereleased in the
environment, such asfilters, electrostatic precipitators, scrubbersetc.
8.10.2 Water Pollution
Water pollutionisthe contamination of water bodies (examplelakes, rivers, oceans,
and groundwater) by pollutants discharged directly or indirectly into water bodies
without adequate treatment to remove harmful compounds.
Water pollution could be dueto natural or human activities. Natural sourcesof water
pollution are soil erosion, leaking of mineralsfrom rocks, and decaying of organic
metter, whilehuman-made sourcesind udedomestic, agricultura, andindudtrid activities.
Many water sources have become adumping ground for wastes. Water pollutionis
oneof themain causes of human diseasesin India
Sources of Water Pollution
Magjor sourcesof water pollutioninclude:
® Dischargefrom sewagetrestment plantsand sewage pipesfrom citiesand towns.
® Industria effluentsrel eased by factoriesinto water bodies.
®  Chemicaslikepesticidesandfertilizersfrom agricultura farmswhich condtitute
runoff fromfarms.
® Contaminated stormwater from stormwater drainsincities.
® Reeaseof heated or radioactive water by power plantsinto water.
® Oil spillsandleakagesfromtankersand oil rigs.
®  Growthof dgaeinwater bodies.
®  Excretory wastesof humansand animalsinwater bodies
Effects of water pollution
®  Water pollution adversdly affectsthefish and other aquaticlife.
134
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® Thepresence of acids/alkalisin water destroys micro-organisms, thereby f Regulatory Aspects in
. . e . Insurance
disturbing the self-purification processinrivers.
® Thetoxicmaterialsinwater cause serious hedlth hazardsin human beingsand
other animals.
®  Polluted water causes spread of epidemics, such as cholera, tuberculosis,
jaundice, dysentery, typhoid, and diarrheain human beings.
Not
®  Theuseof polluted water fromlakes, pondsandriversfor irrigation of agricultura ores
fields, damages crop severely and decreasesagricultural production.
®  Theuseof water contaminated with saltsincreasesakalinity of thesoil.
®  Heavily polluted water affectsthesoil, decreasesitsfertility, and killssoil micro-
organismsand even certain useful bacteria.
® Contamination of seawater dueto oil dickscaused by theleakage of crudeoil
from oil tankers causes ecol ogical disasterswhich resultsin the death of sea
organismsincudingfishes.
Prevention and control of water pollution
Water pollution can be controlled by
® Tredtingindudtrid effluentsbeforedischargingintorivers, separate channelsfor
river and sewagewater
® Avoid contamination of rivers, lakesand ponds by washing clothes, bathing.
etc.
®  Notthrowingwaste, food materias, paper, biodegradable vegetablesand plastic
into opendrains.
Setting up sewage water treatment plants
®  Useof septictanksin housesto avoid direct outlet of faecal matter and other
wastes
®  Effluentsfromdigtilleriesand solid waste containing organic matter diverted to
biogas plantsto generate energy
® Mantenanceor safety Sandardsfor theeffluentsdischargedinto thewater system
8.10.3 Noise Pollution
Noise pollution isan excessiveand displeasing environmental noisethat disruptsthe
activity or balance of human or animd life. Noisecan besmply defined as* unwanted
sound”. Itisgenerally higher inurban andindustrial areasthaninrura aress.
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Sources of Noise Pollution
Mg or sourcesof noisepollutioninclude:
® Vehiculartraffic, likecars, buses, airplanes, trainsetc.

®  Indusdtrid processeslikestone crushing, making of stedl plates, sawing, printing,
etc.

Construction work on roads, bridges, buildings, etc.
Various noisesfrom houseslike stereos, televisions, etc

Consumer productslikeair conditioners, refrigerators, etc.

Useof loud speakers, loud music system and television at public places
Effects of noise pollution

Noise pollution in the form of unwanted sound can damage physiological and
psychological health. Noise pollution can cause annoyance and aggression,
hypertension, high stresslevels, hearing loss, deep disturbances, and other harmful
effects. Chronic exposure to noise may cause noise-induced hearing loss. People
exposed to significant occupational noise demonstrate significantly reduced hearing
sengitivity compared to non-exposed people. High and moderately-high noiselevels
can contributeto cardiovascular effects, arisein blood pressure, and anincreasein
stressthusaffecting the physical and menta health of people.

Prevention and control of noise pollution

Following steps can betaken to control or minimize noise pollution:

®  Control thenoiseemanating fromyour radio and television.

®  Useautomobilehornonly in caseof emergency.

® Donothburnfirecrackersasthey arenoisy and causeair pollution.
(]

Get al machinery and engines properly tuned and serviced at regular intervals
andusingsilencers.

Useof sound proof cabinsand sound-absorbing materialsinthewalls.
A green belt of vegetation isan efficient absorber of noise.

® Notplayingloudspeakersduring odd hours. It islegally banned and should be
reported to the policeimmediately.
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Addition of substancesthat changethe quality of soil by makingit lessfertileand
unableto support lifeiscalled soil pollution.
Sourcesof soil pollution
Soil pollutioniscaused dueto: “Notes
® Domestic sources: plastic bags, kitchen waste, glassbottles, and paper
®  Industria sources: chemical residue, fly ash, metdlicwaste, and
®  Agricultura resdues fertilizersand pesticides.
Harmful effects of soil pollution
® Decreaseinirrigatedland thereby reductionin agricultural production.
® Decreaseinsoil productivity.
® Carryover of pollutantsinto thefood chain.
® Damagetolandscape
Control of soil pollution
®  Judicioususeof chemical fertilizersand pesticides.
®  Proper and appropriateirrigation practices
® Conversion of farmwastesinto compost and much use of biofertilizersand
manureinfarming.
. INTEXT QUESTIONS 8.3
1.  Whichof thefollowingisthe Standard method for waste disposal
ad Recyding b) Composting
C) Incineration d) Allofthese
2. Themethodinwhichthewaste materid isheated to very hightemperaturesand
isconverted into materialssuch asheat, gas, steam, and ash isknown as
d Recyding b) Composting
C) Incineration d) Allofthese
Diploma in Insurance Services 137



Module - 5

Regulatory Aspects in

138

Insurance

Notes

WASTE MANAGEMENT/RECYCLING

3.

6-

Which of thefollowing arethe sourcesof Air pollution?

a)
b)
©)
d)

Useof loud speakers, loud music system and television at public places
Ashfrom burning volcanoes, dust from storm, forest fires
Growth of algaeinwater bodies

Plastic bags, kitchen waste, glassbottles, and paper

Which of thefollowing arethe sources of Water pollution?

a)
b)

©)

d)

Power stationsusing coal or crudeoil releasing CO2inair

Dischargefrom sewagetreatment plants and sewage pipesfrom citiesand
towns.

Industrial processeslike stone crushing, making of steel plates, sawing,
printing, etc.

Steam enginesusedinrailways, seamers, motor vehicles, etc. emitting CO2

Which of thefollowing arethe sources of Noise pollution?

a)
b)

©)
d)

Sewersand domestic drainsemanating foul gases

Industrial processeslike stone crushing, making of steel plates, sawing,
printing, etc.

Fertilizersand pesticides.

Plastic bags, kitchen waste, glassbottles, and paper

Which of thefollowing arethe sourcesof Soil pollution?

a)
b)
©)
d)

Steam enginesusedinrailways, seamers, motor vehicles, etc. emitting CO2
Useof loud speakers, loud music system and television at public places
Consumer productslikeair conditioners, refrigerators, etc.

Fertilizersand pesticides.

WHAT YOU HAVE LEARNT

Recyclingistheprocessof converting waste materia sinto new materialsand objects.
Recyclingisakey component of modern waste reduction and isthe third component
of the” Reduce, Reuse, and Recycl€’. Therearethreetypesof recycling: Mechanica
Recycling, Energy Recycling, and Chemica Recycling.
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Hazardouswasteisawastethat has substantial or potential threatsto public health or Regu‘;ﬁ‘;ﬂi ;\nscliects in
the environment. Hazardous wastes can be categorized as Universal wastes or

Household hazardouswaste. Asper the Solid Waste M anagement Rules, 2016 dustbins

of threedifferent colorsareto be used for storage of segregated waste. Greenbinsare

to be used for wet waste, bluebinsareto be used for dry waste, and black binsareto

be used for for inerts.

Waste management isimportant asit Improves Human Health; Helpsin Saving | Notes
environment; Waste can berecycled; ProtectsAnimasand MarineLife; and helpsin
creating Jobsfor efficient waste management system.

Standard methodsfor wastedisposal includelandfills, Recycling, Composting, and
Incineration. Theterm pollution refersto an undesirable changein the quality of a
natural resource or the natural ecosystem. Typesof Pollution areAir pollution, Water
pollution, Noise pollution, and Soil pollution. Therearemany sourcesof pollutionand
way by which pollution can be controlled.

ll'ltlm

TERMINAL QUESTIONS

I

=

Definetheterm pollution and pollutant with exampl e?

2. Nameany two sourcesof air pollution.

3. Nametwo harmful effectsof water pollution.

4.  What ismeant by noisepollution?

5 Namefour typesof pollution?

6. Explainthemeasuresto control air and water pollution?
7.  Explaintheeffectsof soil proluson?

8. Whatismeant by air pollution? Nameany three mgjor sourcesof air pollution.
What areitsharmful effects?

9.  Whatiswater pollution? Mention major sources of water pollution. What are
itsharmful effects?

10. Ligtany threewaysinwhichnoisefrom varioussourcescan affect thewellbeing
of aperson. Suggest few methodsto control noise pollution?
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‘E ANSWERS TO INTEXT QUESTIONS

8.1
1. (b
2. (b
3. (©
4. (9
55.2
1. (b

3. ()

55.3

3. (b)

4. (b)

5 (b)

6. (d)

Recyding
Energy Recyding
Chemica Recyding

Universal wastes

Non-recyclablewaste
Wet Waste
Dry Weste

GreenBins

All of these

Incineration

Ashfrom burning volcanoes, dust from storm, forest fires
Dischargefrom sewagetreatment plantsand sewage pipesfrom cities
and towns.

Indugtrid processeslike stone crushing, making of sted plates, sawing,
printing, etc.

Fertilizersand pesticides.

)] LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toclassfy varioustypesof recyclable, non-recyclable, and hazardouswaste
and discussthe standard methodsfor waste disposal

®  Todescribethesourcesof pollution and canimplement themethodsto minimize
varioustypesof pollution
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HEALTH, SAFETY AND SECURITY
AT THE WORKPLACE

(PART-I)

9.0 INTRODUCTION

Company XY Z isan Insurance company havingtheir officeinan old building. Recently,
the management noticed a surge in workplace accidents, leading to increased
absenteei sm and decreased productivity. Recognizing the urgency of the situation,
Company XY Z promptly implemented comprehensive health, safety, and security
measures. They organized regular training sessionsto educate employeeson safe
working practicesand emergency procedures. Furthermore, they shifted their office
tothenew building. Theresultswereremarkable. Not only did thenumber of workplace
accidents decrease significantly, but there was al so a noticeable improvement in
employee morale and engagement. With a safer and more secure workplace
environment, employeesfelt valued and protected, leading to increased productivity
and adecreaseinturnover rate. Theissuesrelated to Health, Safety and Security at
Workplacewill be discussed in thischapter and you will be ableto understand the
critical importance of prioritizing hedlth, safety, and security at theworkplace.

9.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Destribethefeaturesof the Occupationd Safety, Health and Working Conditions
(OSHWC) Code, 2020

® Explaintheprovisionsof the OSHWC Code, 2020 that could be particularly
relevant for the Insurance Industry
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® Discussthereporting procedure for health and safety hazards found at the
workplace

® Hazardsthat canbededlt with safdy, competently, and withinlimitsof authority
of aBusiness Correspondent & Business Facilitator

® Discussthe Standard emergency proceduresfor different emergenciesand the
importanceof followingthem

9.2 INTRODUCTION TO HEALTH, SAFETY AND
SECURITY AT WORKPLACE

In the dynamic landscape of theinsuranceindustry, whererisks are meticulously
assessed and managed, the health, safety, and security of employees within the
workplaceareimportant. Every workplaceincident, whether an accident, illness, or
dispute, not only affectsthe organization but dsoimpactsindividuasandtheir families.
Recognizing this, it becomesimportant for insurance professionalsto prioritizethe
creation of asafeand secureworking environment.

Each employee should take ownership of their health and safety, going beyond relying
solely on safety officersor managers. By fosteringindividual accountability, risksare
reduced, and empl oyees are empowered to enhance saf ety.

Promoting asafeworkplace goesbeyond meeting regulations; it’svitd for organizationa
success. A safe environment boostsemployee well-being, productivity, and efficiency.
Investingin health, safety, and security isn't just about avoiding ligbilities; it'sessentia
for sustainable growth intheinsuranceindustry.

A hedlth, safety, and security policy islikeapromisefromacompany toitsemployees
andthepublic. It saysthat the company caresabout keeping everyone safeand hedlthy.
It’sacommitment from the bossesto the workersto make sure they stay well and
secure. Thispalicy includesall theimportant thingsthe company will do to make sure
everyone stayssafeand healthy at work. It setsgoalsfor keeping workers protected.

9.3 OCCUPATIONAL SAFETY, HEALTH AND WORKING
CONDITIONS (OSHWC) CODE, 2020

The Occupational Safety, Health and Working Conditions (OSHWC) Code, 2020,
gppliestovariousindugtriesin India, including theinsuranceindustry. Thecodeaimsto
consolidateand amend thelawsregul ating the occupationa safety, hedth, and working
conditionsof workers, ensuring their welfare and safety acrossdifferent sectors.
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Therefore, insurance companiesin Indiawoul d need to adhereto the provis onsoutlined
inthiscoderegarding the safety, health, and working conditions of their employees.

9.3.1 Features of the Occupational Safety, Health and Working

Conditions (OSHWC) Code, 2020

The Occupational Safety, Health and Working Conditions (OSHWC) Code,
2020isacomprehensivelabour legidationin Indiaaimed at consolidating and
rationdizing variouslawsabout workplace safety, health, and working conditions.

Covering establishmentswith ten or more empl oyees and certain hazardous
activitiesspecified by thegovernment, the codeintroducesaunified registration
and licensing systemto s mplify compliance procedures.

It mandates employers to ensure a safe working environment, preventive
measuresagainst occupationa hazards, and facilitiesfor first aid and emergency
response. Additionally, it sets standards for working hours, rest intervals,
overtime, and leaveentitlements, whiled so regul ating the empl oyment of contract
labourersto protect their welfareand rights.

Advisory boardsand committees are established for guidance, and penalties
are pecified for non-compliance.

Overal, the OSHWC Code, 2020 modernizesand harmonizesIndia’s|abour
laws, prioritizing the safety, health, and well-being of workerswhile promoting
ease of compliancefor employers.

Whilethe Occupational Safety, Health and Working Conditions (OSHWC) Code,
2020, primarily focuses on general provisions applicable acrossindustries, certain
agpectsmay have specific rdlevanceto theinsuranceindustry. Hereare someprovisons
that could be particularly relevant:

1.

Registration of Establishments: | nsurance companieswould need to register
their establishmentsunder the code, providing detail sabout the nature of their
business, the number of employees, etc.

Health and Safety Measures: Insurance companiesarerequired to provide
a safe working environment for their employees, including provisionsfor
ventilation, lighting, sanitation, andfirst aid facilitieswithintheir offices.

Working Hours: The code specifies the maximum number of hours that
employeescanwork inaweek, including provisionsfor overtimewages. This
would apply to insurance company employeesaswell.
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4.  Leave and Holidays: Insurance companiesmust comply with provisionsrelated
toleave entitlementsfor their employees, including annual leave, sck leave, and
maternity leave.

5.  Employment of Women: Specific provisionsmay be outlined regarding the
employment of womenintheinsuranceindustry, ensuring their health and safety,
and providing maternity benefitsas per the code.

6.  Welfare Measures: | nsurance companiesarerequired toimplement welfare
measuresfor their employees, such ascanteen facilities, restrooms, and other
amenitiesto ensuretheir well-being.

7.  Appointment of Safety Officers: Depending on the size and nature of the
insurance company, they may need to appoint safety officers to oversee
compliancewith safety regul ationsand addressany safety concernswithintheir
offices.

8.  Penalties: Non-compliance with the provisions of the code may result in
pendtiesfor insurance companies, including finesand other punitiveactions,

Whilethese provisionsmay not beexplicitly tailored to theinsurance industry, they
apply to all establishmentsand industries covered under the OSHWC Code, including
insurance companies, to ensure the safety, health, and well-being of their employees.

9.4 REPORTING PROCEDURE FOR HEALTH AND
SAFETY HAZARDS FOUND AT THE WORKPLACE

Reporting proceduresfor health and safety hazardsin theworkplace areessential in
theinsuranceindustry, asthey arein any other sector. Whilethe Occupationd Safety,
Health and Working Conditions (OSHWC) Code, 2020, doesn'’t specify industry-
specific reporting procedures, insurance companiestypically haveinterna protocols
and mechanismsin place for employeesto report health and safety hazards they
encounter in theworkplace. These reporting proceduresare crucial for identifying
potential risks, addressing safety concernspromptly, and preventing accidentsor injuries.

Here are some common stepsinvolved in reporting health and safety hazardsinthe
workplacewithintheinsuranceindustry or any other sector:
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Identification of
Hazards

Monitoring and Reporting
Review Process

Follow-up-and Documentation
Communication

Corrective Risk
Actions Assessment

Figure9.1: Reporting procedure of health and safety hazardsfound at theworkplace

1.  Identification of Hazards: Employeesshould betrained to recognize potentia
hedth and safety hazardsintheir work environment. Hazardscanincludeanything
fromphysicd hazardslikefaulty equipment or dippery floorsto ergonomic hazards
like poor workstation setup.

2.  Reporting Process: Insurance companiestypically have established channels
for reporting hazards. Thismay involveinforming asupervisor, safety officer, or
designated health and safety representative within the company. Theremay be
specificformsor digital platformsprovided for reporting hazards.

3.  Documentation: Onceahazard isreported, it should be documented properly.
Thisdocumentation should include detail s such asthe nature of the hazard, its
location, any potential risksit poses, and the date and time of reporting.

4.  Risk Assessment: After ahazard isreported, the company should conduct a
risk assessment to eval uate the severity of the hazard and thelikelihood of harm.
Thisassessment hel ps determinethe appropriate measuresto mitigatetherisk.

5.  Corrective Actions: Based on therisk assessment, the company should take
appropriatecorrectiveactionsto diminateor control thehazard. Thismay involve
repairing or replacing faulty equipment, implementing safety protocols, providing
training, or making changesto work processes.
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Regu‘;‘tory Aspectsin § 6, Follow-up and Communication: Employeeswho report hazards should be
Hetranee kept informed about the actionstaken to addresstheissue. Clear communication
ensurestransparency and reinforcesthe company’scommitment to employee
sfety.
7.  Monitoring and Review: The effectiveness of the corrective actions should
be monitored, and regular reviews should be conducted to identify any new
Notes hazardsthat may arise. Continuousimprovement isessential for maintaininga
safework environment.
By implementing robust reporting procedures and taking prompt action to address
hedlth and safety hazards, insurance companies can create asafer workplacefor their
employeesand reducetherisk of accidentsor injuries.
. INTEXT QUESTIONS 9.1
1.  Whichof thefollowingistruefor the Occupationa Safety, Health andWorking
Conditions (OSHWC) Code, 20207?
a It mandatesemployersto ensureasafeworking environment
b) It mandatesemployersto take preventive measures against occupational
hazards
c) It mandates employersto ensure facilitiesfor first aid and emergency
response
d) Allof these
2. Whichof thefollowingisnot arelevant provision of the OSHWC Code, 2020
that could be particularly relevant for the Insuranceindustry?
ad) Regidrationof Establishments
b) WorkingHours
c) Promotionof employees
d) WedfareMeasures
3. Whichof thefollowingisthefirs stepsinvolved in reporting health and safety
hazardsintheworkplace within theinsuranceindustry?
a) CorrectiveActions
b) Follow-upand Communication
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d) Monitoringand Review
4.  Whichof thefollowingisnot ahazard?
a) Faulty equipment
b) Si fl —
) Slipperyfloors Notes
c) Poor workstation setup

d) Noneof these

9.5 HAZARDS THAT CAN BE DEALT WITH SAFELY,
COMPETENTLY, AND WITHIN LIMITS OF
AUTHORITY OF A BUSINESS CORRESPONDENT &
BUSINESS FACILITATOR

AsaBusiness Correspondent & Business Facilitator in theinsuranceindustry, you
may encounter various health and saf ety hazardsin your work environment. While
your authority and competenciesmay belimited compared to full-fledged insurance
company employees, there are till several hazards you can address safely and
competently withinyour scope of authority. Hereare someexamples:

— Ergonomic Hazards
—_— Slips, Trips, and Falls
— Physical Security Risks
— Electrical Hazards
EE— Fire Safety Risks
— Health Risks

—_— Stress and Mental Health Hazards

—— Communication Hazards

Figure 9.2 : Typesof hazardsat the Workplace
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Regu‘;‘;‘;ﬁ glsclze“s in Ergonomic Hazards:
® Inadequateworkstation setup leading to discomfort or muscul oskeletd disorders.
®  Improper lifting techniquesleadingto strain or injury.
Slips, Trips, and Falls:
_ ® Wetordipperyfloors.
Notes ®  Cluttered walkwaysor work areas.
Physical Security Risks:
® Lackof security measuresleading to theft or violence.
® Unsafeneighbourhood or location of theworkplace.
Electrical Hazards:
®  Overloaded eectrical outlets.
® Damagedéectrical cordsor equipment.
Fire Safety Risks:
® Blockedfireexits.
® Improper storageof flammablematerials.
Health Risks:
®  Exposuretoinfectiousdiseases(especidly relevant in customer-facing roles).
® Poorindoor air quality (dueto inadequate ventilation or pollutants).
Stress and Mental Health Hazards:
® Highworkloadleading to stressand burnout.
® Lackof support systemsfor mental healthissues.
Communication Hazards:
® Inadeguatetraining or information regarding safety procedures.
® Languagebarriersaffecting understanding of safety protocols.
Whileaddressing thesehazards, it’ sessential towork withinthelimitsof your authority
and competencies. Here are some actionsyou can take:
Education and Training: Providetraining to yourself and otherson recognizing and
mitigating hazardswithin your scope of authority.
148
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Reporting: Report hazardsbeyond your authority to higher management or relevant
authorities.
Collaboration: Collaborate with colleagues and supervisorsto address complex

hazardsthat require additiona expertise.

Documentation: Maintain records of identified hazards, actionstaken, and follow-
up Measures.

By proactively addressing these health and safety hazardswithin your authority and
competencies, you can contributeto creating asafer work environment for yourself
andyour colleaguesin theinsuranceindustry.

9.6 STANDARD EMERGENCY PROCEDURES FOR
DIFFERENT EMERGENCIES AND THE
IMPORTANCE OF FOLLOWING THEM

Standard emergency proceduresvary depending on thetype of emergency, but they
generdly include guidelinesand protocol sfor responding to variousemergenciessuch
asfires, medical emergencies, natural disasters, and security threats. Hereare some
common emergency proceduresand theimportance of following them:

Fire Emergencies

» Evacuatethebuildingimmediately viadesignated exits.

* Donot useelevators.

* Assist othersin evacuating if possible.

* Gather at adesignated assembly point.

* Follow instructionsfrom designated fire wardens or emergency responders.

Medical Emergencies

» Assessthesituation and call for medical assistanceif needed.

* Administer first aidif trained to do so.

* Provideinformation about the emergency to medical responders.
* Stay with the affected person until help arrives.

Natural Disasters

* Drop, cover, and hold on during earthquakes.

* Seek shelter inasafelocation during hurricanesor tornadoes.
» Follow evacuation ordersissued by authorities.

» Stay informed about weather updatesand warnings.
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Security Threats

» Follow lockdown proceduresif applicable.

* Hide or seek shelter in asafelocation.

» Call emergency servicesand provideinformation about thethreat.
» Follow ingtructionsfrom law enforcement personne.

Power Outages

* Report the outageto relevant authorities.

* Turn of f electrical appliancesto prevent damage from power surges.
» Useflashlightsor emergency lighting instead of candles.

* Follow safety guidelinesfor using generatorsif available.

Figure9.3: Standard emergency proceduresfor variousemergencies

Fire Emergencies:

Evacuatethebuildingimmediately viadesignated exits.
Do not useelevators.

Asss othersinevacuating if possible.

Gather at adesignated assembly point.

Follow ingtructionsfrom designated firewardens or emergency responders.

Importance: Following fireemergency proceduresiscrucial for ensuring the
safety of everyoneinthebuilding. Prompt evacuation reducestherisk of injury
or death dueto fire or smokeinhalation and allows emergency respondersto
accessthebuilding quickly.

Medical Emergencies:

Assessthe situation and call for medical assistanceif needed.
Adminigter first aidif trained to do so.
Provideinformation about the emergency to medical responders.

Stay with the affected person until help arrives.

Importance: Quick and appropriate responseto medica emergenciescan help
prevent further harm and increase the chances of recovery for the affected
individua . Following medical emergency proceduresensuresthat appropriate
careisprovided promptly.
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3.

Natural Disasters (e.g., Earthquakes, Hurricanes):

® Drop, cover, and hold on during earthquakes.

® Seek shelter inasafelocation during hurricanesor tornadoes.
@ Follow evacuation ordersissued by authorities.

® Stay informed about westher updatesand warnings.

Importance: Natural disasterscan cause widespread damage and pose serious
risksto lifeand property. Following emergency procedureshelpsminimizethe
impact of disastersand enhancespersonal safety.

Security Threats (e.g., Active Shooter, Bomb Threat):

® Follow lockdown proceduresif applicable.

® Hideor seek shelterinasafelocation.

® Call emergency servicesand provideinformation about thethrest.
® Followingtructionsfrom law enforcement personnd.

Importance: Security threatscan resultin harmtoindividualsand causepanic
and confusion. Following security emergency procedureshelpsmitigaterisks
and improvesthe chances of asaferesolutionto thethreat.

Power Outages:

® Reporttheoutageto relevant authorities.

® Turnoff electrical appliancesto prevent damagefrom power surges.
® Useflashlightsor emergency lightinginstead of candles.

® Follow safety guidelinesfor using generatorsif available.

Importance: Power outagescan disrupt daily activitiesand pose safety hazards,
especidly incritical facilities. Following emergency procedureshel psminimize
disruptionsand ensuresthe safety of occupants.

Overdll, following standard emergency proceduresisessentia for protecting
lives, minimizing damage, and facilitating an effective responseto emergencies.
Regular training, drills, and awarenesscampaignscan hepensurethat individuals
arefamiliar with emergency procedures and can respond effectively when
needed.
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Regulatory Aspects in . INTEXT QUESTIONS 9.2

1.  Inadequateworkstation setup isan example of

a ErgonomicHazards
b) Electricd Hazards
_ = €) HedthRisks
Notes
d) Stressand Mental HealthHazards
2. Unsafeneghbourhood or location of theworkplaceisan exampleof
a) ErgonomicHazards
b) Physicd Security Risks
€) HedthRisks
d) Stressand Mental HealthHazards

3. Improper storage of flammable materialsisan example of

a) ErgonomicHazards
b) FireSafety Risks
c) Physicd Security Risks
d) Stressand Mental HealthHazards
4.  Inadequatetraining or information regarding safety proceduresisan exampleof

a) ErgonomicHazards

b) Electricd Hazards

¢) CommunicationHazards

d) Stressand Mental HealthHazards

5. Whichof thefollowing isnot truefor the Standard emergency proceduresin
caseof fireemergencies?

a) Evacuatethebuildingimmediately viadesignated exits
b) Donotusedevators

) Assgothersinevacuatingif possible

d) Waituntil heparrives
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6.  Whichof thefollowing shall bedonein case of Power Outages?
a Report theoutageto relevant authorities.
b) Turnoff eectrica appliancesto prevent damagefrom power surges.
c) Useflashlightsor emergency lighting instead of candles.
d) Allofthese

©-| WHAT YOU HAVE LEARNT

Inthe dynamic landscape of theinsuranceindustry, the hedlth, safety, and security of
employeeswithintheworkplace areimportant.A safe environment boostsemployee
well-being, productivity, and efficiency. Investing in health, safety, and security isn’t
just about avoiding lighilities it'sessentid for sustainablegrowthintheinsuranceindudtry.

The Occupational Safety, Health and Working Conditions (OSHWC) Code, 2020,
amsto consolidate and amend thelawsregul ating the occupationa safety, health, and
working conditionsof workers, ensuring their welfareand saf ety acrossdifferent sectors.
It coversestablishmentswith ten or more employeesand certain hazardousactivities
specified by the government and mandates employers to ensure a safe working
environment, preventive measures against occupationa hazards, and facilitiesfor first
ald and emergency response.

Someof the provisionsthat could be particularly relevant for theinsuranceindustry
includethe provisonsreated to the Registration of Establishments, Health and Safety
Measures, Working Hours, L eave and Holidays, Employment of Women, Welfare
Measures, Appointment of Safety Officers, and Penaltiesfor non-compliance.

Some common stepsinvolved in reporting health and safety hazardsin theworkplace
withintheinsuranceindustry or any other sector arel dentification of Hazards, Reporting
Process, Documentation, Risk Assessment, Corrective Actions, Follow-up and
Communication, and Monitoring & Review.

Varioushazardsshould bededt with safely, and competently, whichincludesErgonomic
Hazards, Sips, Trips, and Fals, Physical Security Risks, Electrica Hazards, Fire Safety
Risks, Hedlth Risks, Stressand Mental Hedlth Hazards, and Communication Hazards.
Standard emergency proceduresvary depending on thetype of emergency, but they
generdly include guidelinesand protocol sfor responding to variousemergenciessuch
asfires, medical emergencies, natural disasters, and security threats.
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Insurance

ll'ltlm

TERMINAL QUESTIONS

o)

=

Giveabrief overview of thefeatures of the Occupational Safety, Health and

Working Conditions (OSHWC) Code, 2020.

N

How the health and safety hazardsfound at the workplace should be reported?

ExplainitsReporting procedurein detail usng examples.

Notes ¥ 3 \What arethedifferent typesof hazards present at theworkplace?

4.  Discussthe Standard emergency proceduresfor different emergenciesandthe
importanceof following them.

‘E ANSWERS TO INTEXT QUESTIONS

9.1

9.2

2. b)
3. b
c)
d)

o &

6. d)

All of these
Promotion of employees
| dentification of Hazards

Noneof these

Ergonomic Hazards
Physical Security Risks
Fire Safety Risks
Communication Hazards
Wait until helparrives

All of these

)] LEARNING OUTCOMES

After studying thischapter, youareable:

® Toexplainthecritica importanceof prioritizing hedlth, safety, and security at the
workplace. You will also be ableto practicethe health practicesthat can help
the organi sation establish ahedlth, safe and secureworkplace.
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HEALTH, SAFETY AND SECURITY AT
THE WORKPLACE
(PART-II)

10.0INTRODUCTION

In continuation to the previous chapter, thischapter will helpyou understand why it's

really important to make suretheworkplaceissafefor everyone. We' Il cover things
likewhat to do during emergencies, how to call for helpif someonegetshurt, and why
it'scrucial to report any accidentsor safety concerns. Let’slearn together how to
keep our workplace secure and our peopl e protected.

10.1 OBJECTIVES

After reading thislesson, youwill beableto:
®  Satetheimportanceof maintaining high standardsof hedth, safety, and security
®  Elaboratetheevacuation proceduresfor workersand visitorsduring emergencies

® Discussthewaysto summon medica ass stanceand emergency servicesduring
anemergency

® Discusstheimportanceof reporting hedlth, safety, and accidentsat theworkplace

10.2IMPORTANCE OF MAINTAINING HIGH STANDARDS
OF HEALTH, SAFETY, AND SECURITY

Maintaining high standardsof hedlth, safety, and security isparamount for individuals,
organizations, and society asawholedueto severa important reasons:
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Protection of

/ HumanLives \

Sustainable )
Development and Social PIESEI; Emollll EfH%lt11
T bility and Well-bemg

[ \

Enhancement of

Productivity and
Confidence :
Efficiency

\ /

Risk Mitigation and Protection of Property
Disaster Preparedness and Assets

\ Compliance with Legal /

and Regulatory

Promotion of Trust and

Requirements

Figure10.1 : Importance of maintaining high standards of health, safety, and security

1.

Protection of Human Lives: High standards of health, safety, and security
help prevent accidents, injuries, illnesses, and fatalitiesin workplaces, public
paces, and communities. Prioritizing safety measures saveslivesand reduces
human suffering.

Preservation of Health and Well-being: Ensuring a safe and healthy
environment promotes physical and mental well-being among individuals. It
reducestherisk of occupationa hazards, exposureto harmful substances, and
the spread of diseases, contributing to aheadthier population.

Enhancement of Productivity and Efficiency: Safe and secure working
environments foster a culture of productivity, efficiency, and innovation.
Employeescanfocusontheir taskswithout fear of accidentsor hazards, leading
to higher job satisfaction, morae, and performance.

Protection of Property and Assets: Maintaining security standards helps
protect property, assets, and infrastructurefrom theft, vandalism, sabotage, and
other security threets. It safeguardsinvestmentsand resources, minimizing financia
lossesand disruptionsto operations.
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S.

Compliance with Legal and Regulatory Requirements: Adheringto hedlth,
safety, and security standards ensures compliance with laws, regulations, and
industry norms. It helpsorganizationsavoidlegd liahilities, fines, pendties, and
reputational damage resulting from non-compliance.

Risk Mitigation and Disaster Preparedness: High standardsof health, safety,
and security enableorgani zationstoidentify, assess, and mitigateriskseffectively.
They facilitate emergency preparedness, response, and recovery effortsinthe
event of natural disasters, accidents, or security incidents.

Promotion of Trust and Confidence: Demonstrating a commitment to
maintaining high standards of health, safety, and security builds trust and
confidenceamong employees, customers, investors, and other stakeholders. It
enhancesthe reputation and credibility of organizations, leading to stronger
relationshipsandincreased loyalty.

Sustainable Development and Social Responsibility: | ntegrating health,
safety, and security cons derationsinto businessoperationsreflectsacommitment
to sustainable devel opment and social responsibility. It contributesto thewell-
being of communities, protects the environment, and supports long-term
economic growth and prosperity.

Overdl, maintaining high standards of health, safety, and security isessentia for
safeguarding humanlives, promating well-being, ensuring compliance, mitigating
risks, andfosteringtrust and resilienceinindividuas, organizations, and societies.
It requiresaproactive approach, continuousimprovement, and collaboration
among stakeholders to create safe, healthy, and secure environments for
everyone.

10.3 EVACUATION PROCEDURES FOR WORKERS AND

VISITORS DURING EMERGENCIES

Evacuation proceduresare essential for ensuring the safety of workersand visitorsin
theevent of emergenciessuch asfires, natural disasters, or security threats. Here'san
elaboration on evacuation proceduresfor workersand visitors:

1.

Preparation and Planning:

® Beforeanemergency occurs, the organization should devel op and document
evacuation procedures. Thisincudesidentifying evacuation routes, assembly
points, and proceduresfor a erting and communicating with employeesand
vigtors.
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A
‘ r
Alert and -
Individuals
. Noiificath and
Ifl’lrlzparanon oon Assembly

Regular drillsand training sessions should be conducted to familiarize
everyone with the evacuation procedures and ensure they know what to
doin caseof an emeraencv.

Re-entry
- Accarthity [ and

i S 1CC I RC OVE:
i { Ol

Rk Vulnerable

Points

Planning

Figure 10.2 : Evacuation proceduresduring emergencies

2. Alert and Notification:

Inthe event of an emergency requiring evacuation, alarms, sirens, or other
dert sysemsshould beactivated to notify everyoneinthebuilding.

Clear and conciseinstructions should be communi cated through various
channds, such asintercom systems, text messages, or designated evacuation
wardens, to ensurethat workersand visitorsare aware of the situation and
know what actionsto take.

3.  Evacuation Routes and Assembly Points:

Evacuation routes should be marked with sgnsandilluminated exit signsto
guideworkersand visitorsto safety.

Multiple evacuation routes should be avail abl e to accommodate different
scenariosand prevent congestion or bottlenecks.

Designated assembly pointslocated at a safe distance from the building
should beidentified whereworkersand visitorscan gather after evacuating.
These assembly points should be easily accessible and well-known to
everyone.

4. Assistance for Vulnerable Individuals:

Specid arrangementsshould be madeto assist individua swith disabilities,
injuries, or mobility issuesduring evacuation. Thismay includeproviding
evacudtion chairs, assgning buddiesfor assstance, or implementing specific
proceduresfor their safe evacuation.

Vigtors should be made aware of evacuation proceduresupon entry tothe
premisesand provided with assistanceif needed.
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5.  Accountability and Headcount:

® Evacuation procedures should include protocol s for accounting for all
workersand visitorsto ensurethat everyone has evacuated safely.

® Designated personnel, such asevacuation wardensor supervisors, should
conduct headcounts at assembly pointsand report any missing personsto
emergency responders.

6. Re-entry and Recovery:

® Oncetheemergency hasbeenresolved anditissafeto do so, workersand
visitorsshould be allowed to re-enter the building under the guidance of
emergency respondersor designated personnel.

® Pog-evacuation debriefingsand assessments shoul d be conducted toidentify
any areasfor improvement in evacuation procedures and make necessary
adjusments.

By following these evacuati on procedures, organizations can effectively ensurethe
safety and well-being of their workersand visitors during emergenciesand minimize
therisk of injuriesor fataities. Regular practice, communication, and coordination are
key to successful evacuations.

10.4 WAYS TO SUMMON MEDICAL ASSISTANCE AND
EMERGENCY SERVICESDURING AN EMERGENCY

Summoning medica ass stanceand emergency servicespromptly iscritical inensuring
timely and effectiveresponseto medica emergencies. Herearesevera waysto summon
medical ass stance and emergency serviceswhen necessary:

Seeking Medical assistance
and emergency services

1 1 1 L I I 1
Emergency . Emergency Medical g, 1 Public .y
Phone i\)/}[:())l;:éz Call Alert 5 Ap;:)n . Address gﬁitﬁig
Numbers Boxes Systems Svstems

Figure10.3: Summoning medical ass stance and emergency services
1. Emergency Phone Numbers:

In many countries, including India, emergency services such asambulances,
fire, and police can be contacted by dialing aspecific emergency phone number.
In India, the universal emergency number is 112, which connectscallersto
emergency Services.

Module - 5

Regulatory Aspects in

Insurance

Notes

Diploma in Insurance Services

159



Module - 5

Regulatory Aspects in

160

Insurance

Notes

HEALTH, SAFETY AND SECURITY AT THE WORKPLACE (PART-II)

2.

Mobile Phones:

Using amobile phoneto call emergency servicesisone of the quickest and
most blewaysto summon help. Keep emergency contact numberssaved
inyour phone' scontactslist for easy access during emergencies.

Emergency Call Boxes:

In public places, emergency call boxesor telephonesmay beinstalled to allow
individua stodirectly contact emergency serviceswithout needingamaobilephone.
Theseareoftenlocated in airports, train stations, universities, and other high-
traffic areas. The same can beingtaled inthe buildingswhere alarge number of
employeeswork.

Medical Alert Systems:

Medical alert systems, commonly used by elderly individuals or those with
medical conditions, alow usersto summon medical assstancewith the pressof
abutton. Thesesystemsaretypically worn asapendant or bracelet and connect
the user to amonitoring centre that can dispatch help when needed.

Smartphone Apps:

Thereare smartphone appsavailablethat allow usersto quickly call for medical
assi stance and providetheir location to emergency services. Some appsalso
include additional featuressuch asfirst aid instructionsor emergency contacts.

Public Address Systems:

Inlargefacilitiessuch asairports, shopping malls, or stadiums, public address
systems can be used to broadcast emergency announcements and provide
ingtructionsfor summoning medica assstance.

Third-party Assistance:

If you are unableto summon medica assistanceyourself, ask someone nearby
tocdl for help onyour behdf. In public places, derting Saff or security personnel
can aso bean effectiveway to get medical assistancequickly. Alarmsor other
suitable devices could be used to alert the staff or administration about the
possibledanger.

It'simportant to remain calm and provide clear informati on about the nature of
the emergency, thelocation, and any other relevant details when contacting
emergency services. Traininginbasicfirst aid and CPR canasobevauablein
providing immediate ass stancewhilewaiting for professional helptoarrive.
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. INTEXT QUESTIONS 10.1 Regulatory Aspects in
° Insurance
1. Whichof thefollowing explainsthe lmportance of maintaining high standards of
hedlth, safety, and security?
a Itcanhepyou protect Human Lives
b) ItcanhelpyouenhanceProductivity and Efficiency — =
Notes
c) ItcanhdpinCompliancewith Lega and Regulatory Requirements
d) Allof these
2. Whichof thefollowing showstheright sequence of the evacuation procedure
during emergencies?
a) Preparationand Planning - Alert and Notification - Evacuation Routesand
Assembly Points- Assistancefor VulnerableIndividuals- Accountability
and Headcount- Re-entry and Recovery
b) Accountability and Headcount - Preparation and Planning - Alert and
Notification - Evacuation Routes and Assembly Points - Assistancefor
VulnerableIndividuas- Re-entry and Recovery
C) Re-entry and Recovery - Preparation and Planning - Alert and Notification
- Evacuation Routes and Assembly Points - Assistance for Vulnerable
Individuals- Accountability and Headcount
d) Preparationand Planning - Accountability and Headcount- Re-entry and
Recovery - Alert and Natification - Evacuation Routesand Assembly Points
-Assistancefor VulnerableIndividuals
3. Whichof thefollowingisthefirst step in the evacuation procedure during
emergencies?
a Accountability and Headcount
b) Evacuation Routesand Assembly Points
C) Preparationand Planning
d) Assgancefor VulnerablelIndividuds
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Regu‘?“’ry Aspectsin - § 4 Which of thefollowing could be used asaway to summon medical assistance
Hetranee and theemergency services

a MobilePhones
b) PublicAddressSystems
c) Third-party Assstance

Notes d) Allof these

10.5IMPORTANCE OF REPORTING HEALTH, SAFETY,
AND ACCIDENT AT THE WORKPLACE

Reporting hedlth, safety and accidentsin theworkplaceiscrucia for severa reasons.

Prevention and Mitigation

Protection of Workers

Legd Compliance
DataCollectionandAnalysis
Continuous | mprovement

Employee Engagement and Participation
Risk Management

Accountability and Transparency

Figure 10.4 :Importance of reporting the health, safety, and accident at theworkplace

1.  Prevention and Mitigation: Reporting health and safety concerns, hazards,
or accidentsalowsfor timely intervention to prevent further incidents. I dentifying
potential risksearly enables organizationsto implement corrective measuresto
mitigatetherisk of accidentsor injuriesoccurring in thefuture.

2.  Protection of Workers: Reporting accidentsor unsafe conditionshelpsensure
the protection of workers' health and safety. Prompt reporting allows for
appropriate medica treatment and support to be provided toinjured employees,
reducing the severity of injuriesand promoting faster recovery.
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3.  Legal Compliance: Reporting health, safety, and accidentsisoften alegal Reg“‘?ﬁ‘;ﬂi ;*nsclzects in
requirement mandated by occupationd health and safety regulations. Compliance
with reporting obligations hel ps organi zations avoid penalties, fines, or legal
liabilitiesresulting from non-compliancewith regulatory requirements.

4.  Data Collection and Analysis: Reporting hedlth, safety, and accidentsprovides
valuable datathat can be used to analyzetrends, identify patterns, and assess
riskswithin theworkplace. Thisdatacan inform decisi on-making processes, Notes
resource all ocation, and the devel opment of targeted interventionstoimprove
health and safety outcomes.

5.  Continuous Improvement: Reporting incidentsand accidentsfostersaculture
of continuousimprovement within organizations. By andyzing incident reports
andidentifying root causes, organizations can implement corrective actionsand
preventive measures to address underlying issues and enhance safety
performanceover time.

6. Employee Engagement and Participation: Encouraging employeesto report
health, safety, and acci dents promotes engagement and participation in safety
initiatives. Employeeswho feel empowered to report hazardsor concernsare
morelikely to take an activerolein promoting asafe work environment and
contributing to the overal successof the organization.

7.  Risk Management: Reporting health, safety, and accidentsisanintegral part
of risk management processes. By proactively identifying and addressing risks,
organizationscan minimizethelikelihood and impact of accidents, protect assts,
and safeguard thereputation and financial stability of the organization.

8.  Accountability and Transparency: Reporting health, safety, and accidents
demonstrates organizational accountability and transparency. It shows a
commitment to honesty, integrity, and ethical behaviour, which buildstrust and
confidenceamong employees, stakehol ders, and the broader community.

Insummary, reporting health, safety, and accidentsisessentia for preventing
injuries, ensuring legal compliance, collecting valuabledata, driving continuous
improvement, engaging employees, managing risks, and demonstrating
accountability and transparency. It isafundamental aspect of promoting asafe
and healthy work environment and protecting the well-being of employees.
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©-| WHAT YOU HAVE LEARNT

Maintaining high standards of health, safety, and security isparamount for individuas,

organizations, and society asawholedueto severa important reasonswhichincudes
the protection of Human Lives, Preservation of Health and Well-being, Enhancement
of Productivity and Efficiency, Protection of Property and Assets, Compliancewith
Legal and Regulatory Requirements, Risk Mitigation and Disaster Preparedness,
Promotion of Trust and Confidence, and Sustainable Development & Social
Responsibility. It requires a proactive approach, continuous improvement, and
collaboration among stakeholdersto create safe, healthy, and secure environmentsfor
everyone.

Evacuation proceduresare essential for ensuring the safety of workersand visitorsin
theevent of emergenciessuch asfires, natura disasters, or security threats.By following
these evacuation procedures, organi zations can effectively ensurethe safety and well-
being of their workersand visitorsduring emergenciesand minimizetherisk of injuries
or fatdlities.

Summoning medica ass stanceand emergency servicespromptly iscritical inensuring
timely and effective responseto medical emergencies. Emergency Phone Numbers,
Mobile Phones, Emergency Call Boxes, Medical Alert Systems, Smartphone Apps,
PublicAddress Systems, and Third-party Ass stance could beused for seeking Medica
assi stance and emergency services.

Reporting health, safety, and accidentsisessential for preventing injuries, ensuring
legal compliance, collecting va uabledata, driving continuousimprovement, engaging
employees, managing risks, and demonstrating accountability and trangparency.

ll'ltlm

TERMINAL QUESTIONS

oy

=

Why do you think maintaining high standards of health, safety, and security is
important for organi sations?

N

Elaboratethe evacuation proceduresfor workersand visitorsduring emergencies.

3.  Discussthewaysto summon medical ass stanceand emergency servicesduring
anemergency

4.  Discusstheimportanceof reporting hedlth, safety, and accidentsat theworkplace
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@ ANSWERS TO INTEXT QUESTIONS Regulatory Aspects in
10.1
1. d) Allofthese
2. @ Preparationand Planning - Alert and Notification - Evacuation Routes
and Assembly Points- Assistancefor Vulnerable Individuals- Notes

Accountability and Headcount- Re-entry and Recovery
3. ¢ PreparaionandPlanning
4. d) Allofthese

ve
LEARNING OUTCOMES

After studying thischapter, youareable:

® ToRecognizethecritical importance of maintaining high standardsof health,
safety, and security intheworkplace, understanding their profound impact on
employeewd |-being, organizationa reputation, and overal productivity.

® ToEvauateandimplement strategiesfor summoning medical assistanceand
emergency services promptly during workpl ace emergencies, demonstrating
proficiency in ng the severity of injuriesor medical conditions, utilizing
communication tools, and collaborating with rel evant authoritiesto expedite
responsetimes.
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