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	Session-at-a-glance


	Session Learning Objective:

Given the relevant provisions of Insurance Regulatory and Development Authority Act, 1999, the learner will obtain an overview of the functioning of the IRDA to the extent that it will make him aware of the organizational set-up, duties, powers and the accounts maintained by the Authority, which will enable him to conduct an audit, as evaluated by the instructor.

Materials Required:

PC, LCD, White-board, Markers, Slides, exercise and solutions.
	
	Session Structure:
	Teaching Method Used
	Time Required

	
	
	Session Overview

Learning Objective

Basic Concepts

Key Teaching Points (KTP)

1. Organization, duties, powers and functions of IRDA

2. Accounts and Audit

Evaluation

Summary
	Lecture

Slide 6.1

Lecture: Objectives of Regulatory Bodies

Lecture / Slide 6.2.1 to 6.2.4

Lecture / Slide 6.3.1 to 6.3.6 

Discussion on Accounts and CAG’s Audit Report

Lecture
	10 minutes

05 minutes

10 minutes

40 minutes

40 minutes

40 minutes

05 minutes

	
	
	
	Total Time Required
	150 minutes

	Notes:
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	Session Name and Title: Insurance Regulatory Authority
	Session Guide


	Instructor’s Guide
	
	Reference

	Participant Response

	Session Overview:
             Welcome the participants to the session.
Tell: 

In this session we are going to discuss the various important provisions under the Insurance Regulatory and Development Authority Act, 1999.  An overview of these provisions will enable you to conduct the audit of the IRDA.
Learning objective:

   Given the relevant provisions of Insurance Regulatory and Development Authority Act, 1999, the learner will obtain an overview of the functioning of the IRDA to the extent that it will make him aware of the organizational set up, duties and powers of the IRDA and the accounts maintained by the authority, which will enable him to conduct the audit, as evaluated by the instructor.

Experience (1)

Tell: I will now be explaining the various provisions of IRDA Act, 1999, the organization, functions, duties and powers of the IRDA.

Explain:

All the provisions as per Slide 6.2

Reflection (1)
Ask: the participants to tell the duties and powers of the IRDA. Ask them also about their doubts regarding the provisions of the IRDA Act, 1999.

Generalisation (1) Discuss participants’ views.  Tell the participants that the Central Government can issue directions; and explain the provisions of section 19 of the Act.

Experience (2): 
1. Tell I will now be explaining the various provisions under the Act relating to Finance, Accounts and Audit.

2. Explain using Slide 6.3 the various provisions under Chapter 5 of the Act.

Reflection (2): Tell, 

1. I will now be giving you a copy of the Accounts of IRDA containing Receipts and Payments Account, Income and Expenditure Account and the Balance Sheet.

2. Divide the participants in groups of 5 and ask them to examine and discuss the possible audit comments based on the accounts.

3. Tell, you have 20 minutes to discuss and summarise your comments

4. Distribute CAG’s Report on the Accounts.

Evaluation:

Allow 10 minutes to the participants to go through the CAG’s Audit comments and ask for their response.
Summary:

Tell briefly important provisions of the Act.

Thank the participants and bring the session to a close.


	
	Lecture

Lecture and Slide 6.1

Slide 6.2.1 to 6.2.4

Lecture

Lecture / Slide 6.3.1 to 6.3.6

Exercise

Lecture


	Look for response from the participants and reply suitably clearing their doubts.

Reply suitably to the points raised by the participants.




INSTRUCTORS’ NOTES

INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY

Session   Overview


In this session we are going to discuss the functioning and the role of the

Insurance Regulatory and Development Authority (IRDA) as contained in the IRDA 

Act, 1999, which will enable us to carry out a proper and effective audit of the IRDA.

Learning Objective
Given the relevant provisions of the “INSURANCE REGULATORY AND DEVELOPMENT AUTHORY ACT, 1999” the participant will obtain an overview of the role and functioning of the IRDA to the extent that it will make him aware of the organisational set up, duties, powers and the accounts maintained by the Authority, which will enable him to conduct an audit, as evaluated by the Instructor. 

Organisation of IRDA

Insurance Regulatory and Development Authority was set up under Act 41 of 1999, passed by the Parliament of India.  Earlier to the setting up of IRDA, the Controller of Insurance, constituted under the Insurance Act of 1938, was functioning as a strong and powerful supervisory and regulatory authority.  With the nationalization of Life Insurance industry in 1956 and General Insurance industry in 1972, the role of Controller of Insurance diminished significantly.  The Government constituted a Committee under the Chairmanship of Shri R.N. Malhotra, former Governor, Reserve Bank of India in April 1993 to examine the structure of Insurance industry and recommend changes in its financial and economic set up.  The Committee in its report of January 1994 interalia recommended establishment of an autonomous Insurance Regulatory Authority.  With the passing of the Act 41 of 1999 by the Parliament, the Insurance Regulatory and Development Authority started functioning from 19th April 2000.

Duties powers and functions of Authority:

(1)
Subject to the provisions of the Act, the Authority shall have the duty to regulate, promote and ensure orderly growth of the insurance business and re-insurance business.

(2)
Without prejudice to the generality of the provisions contained in sub-section (1), the powers and functions of the Authority shall include:

(a) Issue to the applicant a certificate of registration, renew, modify, withdraw, suspend or cancel such registration;

(b) Protection of the interests of the policyholders in matters concerning assigning of policy, nomination by policyholders, insurable interest, settlement of insurance claim, surrender value of policy and other terms and conditions of contracts of insurance;

(c) Specifying requisite qualifications, code of conduct and practical training for intermediary or insurance intermediaries and agents;

(d) Specifying the code of conduct for surveyors and loss assessors;

(e) Promoting efficiency in the conduct of insurance business;

(f) Promoting and regulating professional organizations connected with the insurance and re-insurance business;

(g) Levying fees and other charges for carrying out the purposes of this Act;

(h) Calling for information from, undertaking inspection of, conducting enquiries and investigations including audit of the insurers, intermediaries, insurance intermediaries and other organizations connected with the insurance business;

(i) Control and regulation of the rates, advantages, terms and conditions that may be offered by insurers in respect of general insurance business not so controlled and regulated by the Tariff Advisory Committee under Section 64-U of the Insurance Act, 1938 (4 of 1938);

(j) Specifying the form and manner in which books of account shall be maintained and statement of accounts shall be rendered by insurers and other insurance intermediaries;

(k) Regulating investment of funds by insurance companies;

(l) Regulating maintenance of margin of solvency;

(m) Adjudication of disputes between insurers and intermediaries or insurance intermediaries;

(n) Supervising the functioning of the Tariff Advisory Committee;

(o) Specifying the percentage of premium income of the insurer to finance schemes for promoting and regulating professional organizations referred to in clause (f)’

(p) Specifying the percentage of the insurance business and general insurance business to be undertaken by the insurer in the rural of social sector; and

(q) Exercising such other powers as may be prescribed.

The IRDA has been established by the Government of India mainly to protect the interest of the policyholders, to regulate, promote and ensure orderly growth of Insurance industry. The IRDA is empowered to make necessary regulations.  Every rule and every regulation made by the IRDA is laid before each House of Parliament. The IRDA has laid down a few regulations which are 

(i) Notified Regulations

(ii) Licensing of Insurance Agents

(iii) Appointed Actuary

(iv) Actuarial Reports and Abstract

(v) Assets, Liabilities and Solvency Margin of Insurers

(vi) General Insurance – Reinsurance

(vii) Registration of Indian Insurance Companies

(viii) Insurance Advertisement and Disclosure

(ix) Obligations of Insurers to Rural Social Sectors

(x) Investment Regulations 2000

With the laying down of the Regulations, the IRDA has put in place a regulatory framework.  The regulations are published on its website at www.irdaindia.org.  The IRDA will regulate the investment of funds by the Insurance Companies; adjudicate disputes between insurers and intermediates and supervises the Tariff Advisory Committee.   Minimum capital norms are set at Rs.1 billion for life and non-life business and Rs.2 billion for reinsurance.  The IRDA has issued licenses to various companies ending the monopoly of State-owned insurance companies.  There is no limit to the number of licences that will be issued.  Investment in a parent group of companies has been capped at 5 percent of the controlled funds for a life insurance company and 5 percent of aggregate assets of a non-life insurance company.  The IRDA requires insurers to conduct business in the rural and social sectors under the investment norms.  The IRDA has decided not to reduce the minimum share capital for health insurance companies from Rs.1 billion, though it has attracted no complaints.  Banks and non-banking finance companies can enter insurance either on a risk participation basis as investors or as agent subject to Reserve Bank of India approval with equity capped at 50 percent. 

Organisational Set up
 The head office of the IRDA is located at Hyderabad. The IRDA consists of the Chairperson, 5 whole-time members and 5 part-time members.  The Chairperson and members are appointed by the Central Government.  The Chairperson and whole time members hold office for a term of 5 years or till they attain the age of 65 years and 62 years respectively.  The part-time members shall hold office for a term of 5 years.  Persons declared insolvent or who has become physically or mentally incapable or convicted of any offence involving moral turpitude or those who had acquired financial or other interest which affect the functioning as a member, shall not qualify to be members of the IRDA.  The Chairperson and whole-time members shall not qualify for any employment under the Central or State Government or any company in Insurance sector for a period of 2 years after they cease to hold office.  The conditions of service as well as salary and allowances of the Chairperson and members are prescribed by the Government.  The part-time members receive allowances prescribed by the Central Government.  The IRDA appoints officers and other employees necessary for discharge of its functions.  The Central Government has the power to supersede the authority.  It also has powers to issue necessary directions to the IRDA.  The IRDA furnishes report to the Central Government from time to time about the programmes for promotion and development of Insurance industry, which are prescribed by the Central Government.  The IRDA submits to the Central Government a report giving account of its activities within 9 months from the closure of the financial year.  This report is laid before each House of Parliament.

Finance, Accounts and Audit

The Central Government, after due appropriation by the Parliament, allocate funds for the effective functioning of the IRDA.  A fund called “Insurance Regulatory and Development Authority Fund” is constituted, to which all the Government grants, fees and charges received by the authority, as well as funds from other sources and percentage of premium income as prescribed, is credited.  The salaries, remuneration and other expenses relating to the functioning of IRDA are met out of this fund.  The IRDA maintains proper accounts and other relevant records and prepares an Annual Statement of Accounts in the form prescribed by the Central Government in consultation with the Comptroller and Auditor General of India.  They maintain Receipts and Payments Accounts, Income and Expenditure Account and Balance sheet.  The Accounts also have Annexure II to IX to show investments made, current assets, loans and advances, grants-in-aid from Government of India, contingent liabilities, payment to and provision for employees, establishment expenses, interest and notes of Accounts. 

 The Comptroller and Auditor General of India audit the Accounts of IRDA and an Audit Report is issued.  The Director General of Audit, Central Revenues, New Delhi on behalf of the Comptroller and Auditor General of India, carries out the audit.  The Accounts certified by the Comptroller and Auditor General of India is forwarded annually to the Central Government, which are caused to be laid before each House of Parliament.

Summary

We have come to the end of this session. You have become aware of the organisation, functions, duties and powers of the IRDA as well as the accounts maintained by it. With this knowledge you may be able to conduct the audit of the IRDA.  

PARTICIPANTS’ NOTES
INSURANCE REGULATORY AND DEVELOPMENT AUTHORITY

Organisation of IRDA

Insurance Regulatory and Development Authority was set up under Act 41 of 1999 passed by the Parliament of India.  Earlier to the setting up of IRDA, the Controller of Insurance, constituted under the Insurance Act of 1938, was functioning as a strong and powerful supervisory and regulatory authority.  With the nationalization of Life Insurance industry in 1956 and General Insurance industry in 1972, the role of Controller of Insurance diminished significantly.  The Government constituted a Committee under the Chairmanship of Shri R.N. Malhotra, former Governor, Reserve Bank of India in April 1993 to examine the structure of Insurance industry and recommend changes in its financial and economic set up.  The Committee in its report of January 1994 recommended establishment of an autonomous Insurance Regulatory Authority.  With the passing of the Act 41 of 1999 by the Parliament, the Insurance Regulatory and Development Authority started functioning from 19th April 2000

Duties powers and functions of Authority:

(1)
Subject to the provisions of the Act, the Authority shall have the duty to regulate, promote and ensure orderly growth of the insurance business and re-insurance business.

(2)
Without prejudice to the generality of the provisions contained in sub-section (1), the powers and functions of the Authority shall include -

(r) Issue to the applicant a certificate of registration, renew, modify, withdraw, suspend or cancel such registration;

(s) Protection of the interests of the policyholders in matters concerning assigning of policy, nomination by policyholders, insurable interest, settlement of insurance claim, surrender value of policy and other terms and conditions of contracts of insurance;

(t) Specifying requisite qualifications, code of conduct and practical training for intermediary or insurance intermediaries and agents;

(u) Specifying the code of conduct for surveyors and loss assessors;

(v) Promoting efficiency in the conduct of insurance business;

(w) Promoting and regulating professional organizations connected with the insurance and re-insurance business;

(x) Levying fees and other charges for carrying out the purposes of this Act;

(y) Calling for information from, undertaking inspection of, conducting enquiries and investigations including audit of the insurers, intermediaries, insurance intermediaries and other organizations connected with the insurance business;

(z) Control and regulation of the rates, advantages, terms and conditions that may be offered by insurers in respect of general insurance business not so controlled and regulated by the Tariff Advisory Committee under Section 64-U of the Insurance Act, 1938 (4 of 1938);

(aa) Specifying the form and manner in which books of account shall be maintained and statement of accounts shall be rendered by insurers and other insurance intermediaries;

(ab) Regulating investment of funds by insurance companies;

(ac) Regulating maintenance of margin of solvency;

(ad) Adjudication of disputes between insurers and intermediaries or insurance intermediaries;

(ae) Supervising the functioning of the Tariff Advisory Committee;

(af) Specifying the percentage of premium income of the insurer to finance schemes for promoting and regulating professional organizations referred to in clause (f)’

(ag) Specifying the percentage of the insurance business and general insurance business to be undertaken by the insurer in the rural of social sector; and

(ah) Exercising such other powers as may be prescribed.

The IRDA has been established by the Government of India mainly to protect the interest of the policyholders, to regulate, promote and ensure orderly growth of Insurance industry. The IRDA is empowered to make necessary regulations.  Every rule and every regulation made by the IRDA is laid before each House of Parliament and are approved by the Parliament. The IRDA has laid down a few regulations which are 

(xi) Notified Regulations

(xii) Licensing of Insurance Agents

(xiii) Appointed Actuary

(xiv) Actuarial Reports and Abstract

(xv) Assets, Liabilities and Solvency Margin of Insurers

(xvi) General Insurance – Reinsurance

(xvii) Registration of Indian Insurance Companies

(xviii) Insurance Advertisement and Disclosure

(xix) Obligations of Insurers to Rural Social Sectors

(xx) Investment Regulations 2000

With the laying down of the Regulations, the IRDA has put in place a regulatory framework.  The regulations are published on its website at www.irdaindia.org.  The IRDA will regulate the investment of funds by the Insurance Companies; adjudicate disputes between insurers and intermediates and supervising the Tariff Advisory Committee.   Minimum capital norms are set at Rs.1 billion for life and non-life business and Rs.2 billion for reinsurance.  The IRDA has issued licenses to various companies ending the monopoly of State-owned insurance companies.  There is no limit to the number of licences that will be issued.  Investment in a parent group of companies has been capped at 5 percent of the controlled funds for a life insurance company and 5 percent of aggregate assets of a non-life insurance company.  The IRDA requires insurers to conduct business in the rural and social sectors under the investment norms.  The IRDA has decided not to reduce the minimum share capital for health insurance companies from Rs.1 billion, though it has attracted no complaints.  Banks and non-banking finance companies can enter insurance either on a risk participation basis as investors or as agent subject to Reserve Bank of India approval with equity capped at 50 percent. 

Organisational Set up
 The head office of the IRDA is located at Hyderabad and it also has offices at other places in India.  The IRDA consists of the Chairperson, 5 whole-time members and 5 part-time members.  The Chairperson and members are appointed by the Central Government.  The Chairperson and whole time members hold office for a term of 5 years or till they attain the age of 65 years and 62 years respectively.  The part-time members shall hold office for a term of 5 years.  Persons declared insolvent or who has become physically or mentally incapable or convicted of any offence involving moral turpitude or those who had acquired financial or other interest which affect the functioning as a member, shall not qualify to be members of the IRDA.  The Chairperson and whole-time members shall not qualify for any employment under the Central or State Government or any company in Insurance sector for a period of 2 years after they cease to hold office.  The conditions of service as well as salary and allowances of the Chairperson and members are prescribed by the Government.  The part-time members receive allowances prescribed by the Central Government.  The IRDA appoints officers and other employees necessary for discharge of its functions.  The Central Government has the power to supersede the authority.  It also has powers to issue necessary directions to the IRDA.  The IRDA furnishes report to the Central Government from time to time about the programmes for promotion and development of Insurance industry, which are prescribed by the Central Government.  The IRDA submits to the Central Government a report giving account of its activities within 9 months from the closure of the financial year.  This report is laid before each House of Parliament.

Finance, Accounts and Audit

The Central Government, after due appropriation by the Parliament, allocate funds for the effective functioning of the IRDA.  A fund called “Insurance Regulatory and Development Authority Fund” is constituted, to which all the Government grants, fees and charges received by the authority, as well as funds from other sources and percentage of premium income as prescribed, is credited.  The salaries, remuneration and other expenses relating to the functioning of IRDA are met out of this fund.  The IRDA maintains proper accounts and other relevant records and prepares an Annual Statement of Accounts in the form prescribed by the Central Government in consultation with the Comptroller and Auditor General of India.  They maintain Receipts and Payments Accounts, Income and Expenditure Account and Balance sheet.  The Accounts also have Annexure II to IX to show investments made, current assets, loans and advances, grants-in-aid from Government of India, contingent liabilities, payment to and provision for employees, establishment expenses, interest and notes of Accounts. 

The Comptroller and Auditor General of India audit the Accounts of IRDA and an Audit Report is issued.  The Director General of Audit, Central Revenues, New Delhi on behalf of the Comptroller and Auditor General of India, carries out the audit.  The Accounts certified by the Comptroller and Auditor General of India is forwarded annually to the Central Government, which are caused to be laid before each House of Parliament.
Reference:

1.     Insurance Regulatory and Development Authority Act, 1999 with short Notes, Third Edition, 2003 – Eastern Book Company.

2.     Website: www.irdaindia.org
Audit Report issued by C & AG
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