
MITHUNDASGUPTA
Kolkata,August 24

THE INSURANCE REGULA-
TORY and Development
Authorityof India's (Irdai) pro-
posal toputa lowercapof20%
oncommissionsandremuner-
ationspaidtoagentsandinter-
mediaries under both life and
non-life products could lead to
faster growth of the insurance
market,analystssaid.
If implemented, themove

wouldreducecostsforinsurers
and allowthem tomake prod-
uctsmoreaffordable.
“Everyinsurershall havean

explicitlywrittenpolicyforpay-
ment of commission or remu-
nerationorrewardtoinsurance
agentsand insurance interme-
diarywhich shall be approved
by the board of the company,"
the regulator said in a draft
notificationissuedonTuesday.
Theboardapprovalpolicyshall
bereviewedannually,itadded.
Termingthemoveas"major

development"for all life insur-
ancecompanies,industryinsid-
erssaidtheregulationswillhelp
life insurerswith large bancas-
surancechannels,whilesmaller
firms size may lose market
share.Theproposedloweringof
commissions could be a disin-
centivepart-timeandnon-seri-

ous participants. Industry
observers also said since the
payouts to insurance agents
and insurance intermediaries
should bemade known to the
customers under the proposed
regulations, customers are
goingtogetthebenefitinterms
of better service and greater
transparencyinproductunder-
standing.
Irdai said 20% will be the

maximum commission or
remuneration,as a percentage
of premiumthat is allowed for
life insuranceproducts offered
bylifeinsurancecompanies,for
first yearpremium for regular
premiumor limited premium
payment including deferred
annuity/pension. For these
types of products, maximum
commission for renewal pre-
miumshouldbe10%.Forsingle
premium policies, maximum
commissionforsingle/firstyear
premiumshould be 2%,while
forgroup fundbasedpolicies it
willbeonly0.5%.
As per the current regula-

tions (amended in June2020),
40%isthemaximumcommis-
sion or remuneration for first
year individual pure risk prod-
ucts.Forsinglepremiumprod-
ucts, the maximum commis-
sions vary between 2% and
7.5%fordifferentcategories.
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SCdismisses finmin plea
against Citi, StanChart
INDUBHAN
NewDelhi,August 24

THE SUPREME COURT on
Wednesday dismissed the
finance ministry’s appeals
alleging that Citibank and
Standard Chartered Bank
were guilty of violating for-
eign exchange regulations
and the RBI guidelineswhile
dealingas authoriseddealers
to handle non-resident
external (NRE) accounts in
India during 1992-93.
The banks had accepted

huge foreign currency
deposits in the absence of
NRE account holder in 1993,
which,asperthegovernment,
was in violation of the RBI
guidelines andalso in contra-
vention of the provisions of
theForeignExchangeRegula-
tions Act 1973.The ministry
hadissuedshowcausenotices
to the banks after eight years
foracceptingforeigncurrency
deposits by individuals other
than NRI account holders in
respect of the NRE accounts,
thus violating various provi-
sions of the FERA.
Upholding the Delhi High

Court’sjudgmentsthatruledin
favour of the banks, a Bench
comprising justices BR Gavai
and PS Narsimhan said the

showcauses notices issued by
the authorities in 2002, i.e.,
after a period of almost one
decade from the date of the
alleged transactions of
1992-1993,“were not tenable

inlaw.”
The HC had held that the

bank’s liability to insist upon
thepersontomakethedeposits
wasnotclearandthesamewas
clarified to the bank onlyafter
impugnedtransactionin1993.
Besides, the showcause notice
wasissuedtobankafteralmost
adecadeandthebankswerenot
obliged tomaintain the record
beyond eightyearswhich prej-
udicedthebank.

“…the alleged transactions
had taken place during the
financialyears1992and1993.
Showcausenotices forthesaid
transactions were issued in
2002 and that too just before
the sunset period of FERAwas
toexpire,i.e.,on1st June2002.
Weare,thereforeoftheconsid-
ered view that show cause
notices and the proceedings
continuedthereunderareliable
to be set aside on this short
ground,”theSCsaid.
Justice Gavai, writing for

theBench,said thatwhileRBI
by an order in writing is
empoweredtodirectanybank
to preserve any of the books,
accountsorotherdocuments,
etc. for a period longer than
what is specified under its
Rules, no such order was
placedonrecordforpreserva-
tionofrecordsconcerningthe

transactions in question.
The banks are required to

preserve the record for five
years and eight years, respec-
tively, thus permitting the
show cause notices and the
proceedings to continue
thereunder of the transac-
tions which had taken place
much prior to eight years
would be “unfair and unrea-
sonable,”the judgmentstated.
SC lawyerSandeepNarain,

who represented Citibank,
said that the SC judgment
would alsomean that the RBI
circular of July 31, 1995 pro-
hibiting such transactions
would be prospective in its
applicationandcouldnothave
been applied for any transac-
tions prior to the date of the
circular. “The SC judgment
would thushavean impacton
several pending prosecutions
on similar facts as well as on
several petitions pending
beforevariousHCswhichwere
awaiting the outcome in the
present case,”he added.
During RBI's scrutiny of

NRE accounts in July 1995,
serious irregularities were
noticed in the operations on
these accounts,particularly in
regard to affording credits of
proceeds of foreign cur-
rency/banknotes.

Agent commission cap could
boost insurance industry

REPRIEVE
■ Theministry said
banks had violated
various provisions of
the FERA

■ Previously, Delhi
High Court ruled in
favour of the banks

■ The alleged
transactions had
taken place during
the financial years
1992 and 1993. Show
cause notices for the
said transactions
were issued in 2002

Sebi suspends
registration of
SPACapital
Advisors
FE BUREAU
Mumbai,August 24

SEBI ON WEDNESDAY sus-
pended the registration of SPA
CapitalAdvisors (noticee) and
barred it from taking up any
new assignment relating to
merchantbankingactivities in
thesecuritiesmarket.
Thebanker,whichhadaCat-

egory-I merchant banking
licence, is classified as awilful
defaulter by CIBIL with out-
standing dues of `19 crore to
LakshmiVilas Bank (LVB),and
fails tomeet the criteria of ‘fit
and proper person’ under the
currentSebiregulations.
Sebi’s orderwill be in force

till such time the noticee
obtains a certificate fromLVB
stating that the outstanding
dueshavebeenclearedandthe
account of the noticee is no
longerincludedinthelistofwil-
fuldefaulter.Sebihadreceiveda
compliantwherein thenoticee
haddefaulted on a`100-crore
loanavailedfromtheerstwhile
LVB (now taken over by DBS
Bank India). It was also men-
tionedinthecomplaintthatthe
loanwasclassifiedasanNPAby
the bank and steps have been
takenbythebankfordeclaring
promoters of the noticee,
SandeepParwalandRDParwal,
aswilfuldefaulters.

Irdai chiefDebasishPanda

‘Premium likely
togrow faster’
Irdai chairman Debasish
Panda onWednesday
said insurance premium
is expected to grow
faster going forward as
the industry is at an
inflection point and
poised for a
tremendous growth.
"Indian insurance is at
an inflection point.We
are committed to
provide all the support
to the insurance
industry for healthy
growth, giving
flexibility to the players
so that there is ample
scope for innovation
and competition. And,
that is going to give
wider choice to the
customers," Panda said
at an event organised
by industry body CII.

—FE BUREAU
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