
According to IRDA, the inter-company balances in reinsurance and coinsurance 
business are at a very high level and have been on a constant rise

The Insurance Regulatory and Development Authority on Friday has proposed to set 
up an Insurance Clearing House.

According to IRDA, the inter-company balances in reinsurance and coinsurance 
business are at a very high level and have been on a constant rise. 

In order to ensure timely and effective reconciliation of these balances and also to 
achieve transparency and for timely and efficient accounting and settlement of these 
balances, the Authority intends to establish, “Insurance Clearing House” to act as a 
clearing house for these transactions, IRDA said in a notification.

Insurance Clearing House would be registered under the Companies Act 1956 as a 
public limited company with a minimum paid-up share capital of Rs 100 crore and 
licensed under the provisions of these guidelines to act as an Insurance Clearing 
House, IRDA said. 

It would be promoted by Indian insurers, reinsurers and the Authority. The Authority 
may offload its stake gradually over a period of time. No single insurer or reinsurer 
would have more than 10 per cent of the paid-up capital. The holding would be 
restricted to entities in insurance business licensed in India, the draft guidelines said. 

The IRDA has invited feedback on the draft guidelines from all interested parties and 
stakeholders till 27 November 2013.

India Infoline News Service/ 09:28 , Nov 14, 2013
Many local wholesale investors are restricted from investing in new-style instruments 
that can be classified as capital under the new rules
India's public sector banks (PSBs) continue to face several challenges in raising 
capital and meeting the higher Basel III requirements, says Fitch Ratings. This 
includes insufficient market appetite to fill the regulatory requirement, which has 
raised the dependence on the state-owned Life Insurance Corporation (LIC) for 
private placement of PSBs' Basel III-compliant capital instruments.

Indian banks have until March 2018 to be fully compliant. But the weakening 
profitability of the PSBs, in particular, is constraining their retained earnings and 
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raising their overall capital requirement. This need will 
increase even further if loan growth in the system were to 
resume close to 20% year-on-year from the current 14%-
15% rate.

Many local wholesale investors are restricted from 
investing in new-style instruments that can be classified as 
capital under the new rules. As such, a number of recent 
unsuccessful attempts by several PSBs to issue Basel III-
compliant debt highlights their struggle to replace their 
existing Tier I and Tier 2 Basel II debt. It has heightened their 
recourse to LIC as an immediate measure for making 
headway with the burgeoning regulatory requirements.

A local panel has been set up by government to "look into" 
this problem. But a credit-supportive outcome could take 
some time, on account of two important reasons.

First, the lack of clarity on the exact point-of-non-viability 
(PONV) for Tier 2 debt instruments has raised investor 
uncertainty. This has been compounded by the limited risk 
premium that has been provided, thus far, to compensate 
for the "loss-absorbing" nature of these instruments. These 
issues were also highlighted in Fitch's recent APAC investor 
survey.

Insurance Clearing House would be registered under the 
Companies Act 1956 as a public limited company with a 
minimum paid-up share capital of Rs 100 crore and 
licensed under the provisions of these guidelines to act as 
an Insurance Clearing House, IRDA said. 

It would be promoted by Indian insurers, reinsurers and the 
Authority. The Authority may offload its stake gradually over 
a period of time. No single insurer or reinsurer would have 
more than 10 per cent of the paid-up capital. The holding 
would be restricted to entities in insurance business 
licensed in India, the draft guidelines said. 

The IRDA has invited feedback on the draft guidelines from 
all interested parties and stakeholders till 27 November 
2013.

Amid these conditions, it is difficult to foresee a pick-up in 
investor interest even if the regulator were to allow more 
local institutional investors, such as insurers, to invest in 
Basel III debt securities.

FM mentioned that most countries are moving from a ‘defined 
benefit’ pension system to a ‘defined contribution’ system.
The Union Finance Minister P. Chidambaram stated that with 
the Pension Fund Regulatory and Development Authority 
(PFRDA) Bill having been passed by Parliament, the major 
task before us was to implement it in letter and spirit.

FM mentioned that most countries are moving from a ‘defined 
benefit’ pension system to a ‘defined contribution’ system to 
enable pension related commitments to be sustainably 
discharged. The National Pension System (NPS) was a step 
in this direction.

He mentioned that the PFRDA Act would give statutory status 
to the PFRDA, the pensions sector regulator, and in addition 
to other objectives, aims to address apprehensions 
regarding safety and yield under the NPS.

He stated that the salient provisions of the Act related to 
subscriber interest include choice of pension fund manager 
and investment schemes to the subscriber, availability of 
minimum assured return schemes to be notified by the 
PFRDA and the option of investment only in government 
securities. Subscribers with greater risk appetite had the 
option of investing in equities and other areas. However, 
there was a cap placed on these options to prevent excessive 
risk taking. The Union Finance Minister Shri P. Chidambaram 
was addressing the Fourth Meeting of the Consultative 
Committee attached to the Ministry of Finance here 
yesterday.

Observations related to the need to keep inflation in check to 
ensure good real returns, focusing on the unorganized 
sector, including agricultural labour, ensuring that pension 
fund managers were of the highest ability and standing and 
the need for suitable publicity to create awareness about 
NPS, were made by members.

Chidambaram replied to the various suggestions and queries 
of the members and explained how the Act and efforts of the 
Government since 2003-04 had tried to address these 
concerns. He mentioned that these initiatives were relatively 
recent in origin. Hence, work on the NPS was still a work in 
progress that would, however, achieve these various 
objectives over time. He mentioned that at present the total 
pension funds under NPS were to the tune of Rs. 37,000 
Crore. He stated that investment of these funds would be 
made in accordance with the law passed by Parliament and 
the PFRDA remained accountable to Parliament through 
various provisions in the Act. The Finance Minister stated that 
there was a need to extend the reach of the NPS and give it 
wider publicity, to enable more and more people to join the 
NPS, especially in the unorganized sector.

The Chennai-based public sector bank has received the 
approval from its Board for the preferential allotment of equity 
shares.

Indian Overseas Bank (IOB) said that it is planning to raise 
around Rs. 16.26 billion from the government and the Life 
Insurance Corporation of India.
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The Chennai-based public sector bank has received the 
approval from its Board for the preferential allotment of equity 
shares.

IOB said that the Government has conveyed its decision to 
infuse capital funds to the Bank to the extent of Rs. 12 billion 
and advised the Bank to take all preparatory steps in this 
regard.

Accordingly IOB board in its meeting on Monday has 
approved to issue Bank's equity shares of face value of Rs. 
10/- with premium on preferential basis to Government of 
India and LIC of India (under its various schemes) up to an 
amount of Rs. 16.26 billion (including premium).

The Board also gave its approaval to issue perpetual bonds 
up to Rs. 24.97 billion and authorised the Chairman and 
Managing Director to fix the size of the issue and finalise the 
terms and conditions.

Aviva Life unveils 13 products under new IRDA 
norms

The products will focus on providing higher minimum 
guarantee on premature withdrawal, higher life cover for 
customers, offer better surrender values and improved 
disclosures.

Aviva Life Insurance on Monday said that it has launched 13 
products in compliance with new Insurance Regulatory and 
Development Authority (IRDA) guidelines.

The plans are — Aviva Health Secure (online health 
insurance plan), Jana Suraksha (rural term plan), Life Shield 
Plus (term plan), Life Shield Platinum, Dhan Samruddhi, 
Wealth Builder, Life Shield Advantage (traditional life 
insurance plans), I Life (online term plan), i—Shield (online 
term plan with return of premium) and Next Innings Pension 
Plan.

Besides, the private insurer also launched Aviva Freedom 
Life Advantage, Life Bond Advantage and Smart Live plan, 
which are unit-linked insurance plans.

The products will focus on providing higher minimum 
guarantee on premature withdrawal, higher life cover for 
customers, offer better surrender values and improved 
disclosures, the company said in a release.

E-vault for Insurance Policies
If you are worried about safekeeping of your insurance 
policies, the Insurance Regulatory and Development 
Authority's insurance repository will come to your rescue. 

The repository, which was launched for life insurance policies 
on September 16, provides policyholders the facility to keep 
insurance policies in electronic format like demat 
(dematerialised) shares, doing away with the need for 
safekeeping a document.

The repository will also act as a platform for making any 
changes in your insurance policies.

Five companies-NSDL Database Management, Central 
Insurance Repository, SHCIL Projects, CAMS Repository 
Services and Karvy Insurance Repository-have been given 
the insurance repository licence so far. Insurers can enter into 
agreements with one or more repositories.

A policyholder availing of the repository facility will be issued 
a unique code number. All his policies will be available under 
that code. The repository will also keep track of policy history 
and other details such as maturity, claims, nomination and 
beneficiaries.

IndiaFirst Life Insurance has already announced availability 
of all its policies in the dematerialised format. "This will 
prov ide greater  convenience to our  customers. 
Dematerialisation of policies will help customers track and 
maintain their insurance portfolio on a real-time basis on a 
single platform," says P Nandagopal, managing director and 
chief executive, IndiaFirst Life. "Customers will now be able 
to carry out important transactions such as alterations in 
nominee or address details for multiple insurance policies 
from various insurance companies without having to deal 
with each company on an individual basis. Moreover, these 
repositories will help insurance companies in ensuring 
compliance and uniformity of KYC (Know Your Customer) 
details," says P Ravi Kutumbrao, technical head, Bajaj 
Allianz Life Insurance.

The insurance repository system will soon be extended to 
non-life insurance policies.


