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INTRODUCTION

In pursuance of the procedure adopted under Rule 281 of the Rules of
Procedure and Conduct of Business far laying the Study Tour Reports on the
Tables of both the Houses of Parliament, |, Chairman, Commitiee on Public
Undertakings have been authorised by the Committee to lay the Study Tour
Report an their behalf, lay the Study Tour Report of the Committee on their
discussions with the officials of Life Insurance Corporation of India Lid.

2. The Committee held discussions with the officials at Goa on 9.10.2000.
A copy of the tour programme is annexed {Annexure-1}.

3. The Committee considered and approved the Report at their sitting held
on 15" May, 2001.

4. The Commitiee wish to express their thanks to Life Insurance
Corporation of India Lid fer providing facilities during the visit of the Committee
and for supplying necessary material and information required in connection
with the Study Towr.

5. They would alsa like ta place on record their sense of appreciation for
the invaluable assistance rendered to them by the officials of the Lok Sabha

Secretariat attached to the Committes.

New Delhi PROF. VIJAY KUMAR MALHOTRA
28 MAY, 2001 CHAIRMAN
B JYAISTHA, 1823(5) COMMITTEE ON PUBLIC UNDERTAKINGS



STUDY TOUR NOTES OF THE COMMITTEE ORN
PUBLIEZ UNMDERTARKINGS

DISCUSEKON WITH THE CFFICIALS OF LIFE IMSURAMNCE
CORPORATION OF INDIA LIMITED AT GOA ON S QCTRRER, 2000

1, INTRODUCTORY

a1 the aulsel, the Charman. Lommitkes on Pubdic Under=kings made
npening remarks and reguested the Chairran, Life Inauranee Corparadicn of
India Lid ta miroduce himself and his solleagues o the Cammittee. The
Chasrman. OOPU asq requested him ta give a brief mesume of the warking of
the Carparatian.
1.1 After infroduction of officials of the Comporabion, e Charman. LIG
informad the Committee hat in the conbext of the socialistic patten adopted
by 1hg Lirion Gevernmenrd after independance, the Life Insurance Sorparation
of Irdia wes sel up on 1091956 by fransfardrg 1o & the businzes of all the
ershwhile life nsurance companies - Indian ad forgign. The chijeclives, tha
Carparadion had set Tor ieelf in waw of ibe background in which it came nto
beng were. 1o spread life nsurance marg widety and in paticular @ the rural
areas ard to sozially and ecomamicaly bacesand <classes: maxmise
mabiisation aof peaplke’s sawings by making insurance linked savings
acequately gitrastive; bear in mird in ke investmerd of funds, the primarny
obigadion 1o its policy holders whose maney i holds n frus! without losing
sighl of 1he interest of the community as a waok: comduc] busness with
Linast econsmy: &l a6 rusiees of 1 insured puilic in their individeal and

callective capacikizs. meat he varieus ife insurance needs of the community;



involve all peopie working in the Carparatian ta the best of their capabilities in
furthering the interests of the policy hoklers; and premote amongst all agents
and employees of the Corporation a sense of participation, pride and job
satisfaction.

12 Detailing the achievements made by the Corporation in meeting the
various objectives, the Chairman, LIC informed the Committee 1hat the tolal
business in force — in terms of number of policies — which stood at 85.77
lakhs in 1961 had risen to 1026 lakhs (app} in 200D. Simultaneously, the
percentage of Rural Policies had risen from 38.53% in 1961 to 55.10% in
2000. Further, the total premium income of the Corporation had risen from an
amount of Ra.88.65 crore in 1957 to Rs.27,850 crore in 2000. As regards the
total investment of funds made by the Corporation during the last few
decades, the Chairman, LIC informed that this amaunt, which slood at
Rs.329.74 crare as on 31.12.1957 had risen to Rs.1,44 D54 crare as an
31.3.2000. Also, the contribution of the Corporation during the five year plan
periods had risen from an amount of Rs.184 ¢rare for the |l Plan (1856-1981)
to Rs.79,668 crore for the IX Plan {1987 onwards).

1.3  The Chaimnan, LIC further informed the Committee that the overall
axpense ratio — in percentage terms — had come down from 27.30% in 1957
to 21.00% in 2000, while the revival expense ratic had come down from
28.40% to 5.01% during the same period. As regards settlement of ¢laims,
the Chairman, LIC informed that the percentage of outstanding maturity

claims had come down from 13.89% in 1973 to 2.1% in 2000, while the



oulstaritng deatn clams registered 8 dacreasa from $5.825% in 1973 o 12%
in 2000,

1.4 Qntha igsue of nsurance producks evebeed by LIC for varicus seclions
af the saciely, the Commitied ware infomed that presertly 1he Corporation
had as mary as A7 Insurance Policies in forea, of which 7 policies were
guchsivaly for children, 1 far wamen, 2 far the handicapped, 3 for the waaker
seclions and 2 wers heatth orarded polices.

Il FINANCIAL PERFORMAMNCE

[2]  Growth of besiness 1 Actusrial walpgton

2 A5 regards 1he sseciflics of the firarslsl perfomeance of the

Coeporation in lems of orowth in mmber of poices, sum assured and firat

peemiln irsoma carnac ap fompared b the budested tagels for the Last

three years, 1he following figures wens furmisned 1o the Commithes -
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2.1 Ay egards e sumpies amounts panaweied cn the basis of actaaisl
valuation for he lasl %eh yaare fnem 1E3%-80 10 1989-%% the Tnlowing

infommabon wes furnished by the Corparation -
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il  Flzgd Cosis

2.2 Azced o apecify wikather ihe pwprbead crsls of e Corporallon wars
nat an e higher sde ard b provids dedwls of the madalifes troogh which
ih= issue was propssed o be tacked. e Gharmen, LW gamitied {hat the
high fised cosks weere irdeed & matbar of concem to the Gompongtion

24  Funbar, the Gammides wers aflorned thal several nilelves 1eve
baan taken 1 e mees of reanue genembnn cash fica managerenl and
Fir@ncial Diedgpling © Busgsl control 10 reduce tha high fusd costs These
inter aliy insluded. Tosuelrg an rmaksabon of prermium throunh nes kosiness
and conservation of boginsss, eXerEEng GOniied o0 lapses, sJmancarms ard
early caime; nvasting n high yieding ==curilies; disposal of passhe aad
unesryicaable apeats; genaresien of inoome through real esieles: pompt
rarsfer of surples unde fram vanowa ofMcae b the coporakg offies: promed
deployment af funds for fiveslment; cosl ol and Gaal radactian 1o sseid

wastahil cependiuee holslic and tolal budged conbmol; and momilaring and

evRUEtrg 1ha padomiance of operating unils in &l ksy ameas of pperations.

(] Qutstanding Loans

26  Askod to srerify ibe position of oitstandieg ban amounts acvanced o

VArcUs egenrcas | copogtas By LIG, the follesing infomation ves {umiebad

o 1ha Canntthes ;-



(Rs. in crores)

NAME OF AUTHORITY

OUTSTANDING DUES
(PRINCIPAL & INTEREST Of3)

STATE ELECTRICITY BOARDS/ELECTRIC 35B.B0
POWER CORPORATIONS

STATE GOVERNMENTS FOR HOUSING 21.13
SCHEMES — _
APEX CO-OPERATIVE HOUSING FINANCE 268.57
SOCIETIES, OTHER AUTHORITIES AND

STATE HOUSING BOARDS INCLUDING

LICHFL, ETC.

NATIONAL HOUSING BANK » -
MUNICIPAL COMMITEESAVATER SUPPLY 23N
& SEWERAGE BOARDS AND TO STATE

GOVERNMENTS FOR URBAN WATER

SUPPLY 5CHEMES

ZILLA PARISHADS FOR RURAL PIPED 0.18
WATER SUFPLY SCHEMES

STATE ROAD TRANSPORT 55.43
CORPORATIONS

SUGAR CO-OPERATIVE SOCIETIES 5.21
CO-OPERATIVE INDUSTRIAL ESTATES 4.58
JOINT STOCK COMPANIES INCLUDING 831.57
LOANS TO PUBLIC SECTOR

CORPORATIONS

DEVELOPMENT AUTHORITY NAGALAND Q.42
TOTAL 1570.48

28

Further, as regards the position of outstandings of mortgage loans

extended by LIC, the Committee were informed that with effect from
16.8.19893, the Corporation had withdrawn the policy of giving morgage loans
to the public and such |loans were now extended only te staff members and
agents. The Corporation's owutstanding mortgage portfolio therefore, consisted
only of loans granted to policy holders and members under morgage
schemes upto 16.8.1993, and lbans granted on regular basis to fs staff
members and agents.

2.7 Asked ta detail the steps hemg taken to recover the culstanding

amounts from various agencies, the Committee were, inter-alia, informed that



in {be pasl, the issur of defauls had besn {ze=n up wilh the ageEndGes
cancemed bl the mepares had mt been adequata. As mgands Secial
Seclor lvesiments, caees of deleaie wera takan up by the Carparehcn et
the high==i l=uel with b= Chie] Secielary of cocermed] Skales = sl as 1ha
Srcretany (Eronamic Affairs), Gowernmend of Irdia for adjusting the dues
amainst Comral allezation of urdx e States bud the respons= had not been
poadive. 11 wia ®=a infomied 1hat followeup sction for recavery  of
aulatarkings wolkl be ynilarsied B0 88 0 havs & werkabla resirociene plan,

failing which I=yal adlioy wouH be cont=mplat=d.

M SRUAMISATIONS| RESTRUS TURING
5. Tha Commies were Iramed That since £z farmatin in 1858, LS had

prawn fremerdousk and was presenly funclioning with a Cerndral Office,
Seaan fonal Cificas, 100 Nivisipnzl (Fizes ane a teal of 2043 Bmnehkas in
1363 Cantres, Furthar, LIC hed foraign Branch CHices In FIjl (Swea, Laabaka).
Mauritue and the LRt Kirgdoen [Landon).

51  The Conmibes desired b knoew aboud the =leps {aken by the
Comoratipn rdahing to argansational restrucuing, finanee sto., in tha wake
of 1A cpemirg W af Insurance busness W privale compankes, Tae
Conminilbee ware [fornad dhat LIC had appeinled an irernational =onsubant
viz. s Oooz Alen & |Lamillon 1o give definite advies an the staps b2 ka takan
by the (Cropretinon b make 1 a compsiive and  cusiomar-anentad
nrgenisanan in the ight of the sevalopments In the linanckll sestar, ardd In

parbcular. inthe 1neUrance Bector.



3,2 The major recommendations made by the consultants in their report,

which was received at the end of June, 2000 wera as under :-

1.

LIC to be a fuly Board-managed company with increased
powers for the Board, various Cammittees under the Board and
a fully empowered CEQ.

Decision-making process {0 be speeded up, inter-alia, by
flattening the hierarchical set up and in due course de-layering
the number of offices.

Fixed cost of LIC is relatively high by international standards
and LIC needs to adopt a re-deployment process to generate
revenue.

A differentiated approach to the varicus customsr segments, in
particular, to the high-end customer.

Re-engineering the process 1o Leverage Information
Technology

Improve Investment returns and returmns from Regl Estate

Build performance culture thraugh relationship building with the

constituents.

33 The Committee were informed that the Board was in generat

agreemsent with the directions of the recommendations of the consultants. The

activities relating ta implermenting the same were in bwo parts viz., issues on

which the approval of the Government of India was required, and issues that

¢an be dealt with by the Life Insuranca Corporation of India with the approval

of the Board wherever necassary.



34 As regards issues relating to Life Insurance Corporation of India
becoming a fully Board-managed company and Corporate Govemance etc it
was informed that these were taken up with the Finance Ministry.

3.5 As regards issues being dealt with by the Corporation, it was informed
that each functional head at the Corporate Office had taken up issues for
implementation relating to his department. Thus, the Investment Department
was considering the appointment of an asset management company to assist
Life Insurance Corporaticn of India in the matter of investment as a short term
measure. In the meantime, it was developing capabildies internally in this
area. The Actuariai Departrment had refixed the minimum Sum Assured under
the popular plans to reduce the extent of cross subsidy from high Sum
Assured to low Sum Assured policies. Appropriate adjustments in the bonus
rates {both reduction and increase) were made in the last 3 Valuation years ta
align declared bonuses with the bonys eaming capacties of the various
plans. The Marketing Department had redesigned the warous Club
Membership Rules for agents in tune with the recommendations of the
Consuttants and the amended Rules were 1o be published.

3.8 Further, it was informed that in arder to meet the challenges of
competition, LIC had constituted Committees to recommend strategic
allances / modifications in the LIC Act in the light of IRDA regulations,
Information Technolagy, Banking, Training, Intemational operations, Market
Research, Growth Model, Ambience upgradation etc. The Committees were
expected to formulate plan of action for implementation in a definite time

frame.



A7  To maich the privale companies ihat may bring in wery scphisticaled
softwarg o handle 1he business and service. LIC has urderdaken techrmalogy
Jpgradaticn mepsures. The Gommibes were mformed that the computing
madel devaloped by LIC wag g decaniralised one with tha Brench considared
ag a profil centre. On the other hand, foreign compareas woll be edopding a
ceniralised campuling rmadel by nebaarking all their brasches, adeption of
which would pose pmoblems for LIC on account of the cost invelved in
networking; urraliabilby of talecommunicaton lines; and ek of ownarship of
data, im the sanee, 1b2 pareon processing 1ha data al 1ba cantralised lewvel
waukd nat be exposed to the probeems faceo by the btranch office. if 1he
system was not perfect.

348 Th2 Commitbee were further informed that LIC was atdemnating 1o web-
anshle ihair applications to provide se~ice to 1he policy holders an ihe

Intarmed.

V.  INYESTMENT OPERATIONS

&, On the madaliies falkaed n making ireestmeant decisions and 1he
extant of unctional ! cperational autonamy the Carparatinn enjoys in makirg
investmen decisians, the Cammittes ware, ines-ala inlomed &s under ;-

"Investmams of the Corporation ara gowerned by the prguvisions of
Section 27A of the Tnsurance Act 1936 and the Mehfications &
Circulars ! Leters from the Governmand from 1ime to timea. As pe- the
provisians, the irmesiments of the Comoration wene calegorsad nbo
Scheduled ard Unscheduled Investment.



Investment Committee is= empowered to fake decisions on

investments within the broad guidelines and all investment decisions
are unanimous.

Investrnents in private limited companies are parmitted with the

prior approval of Government of India. However, this stands withdrawn
in the amended Section 27 A of the Insurance Act.

The falfowing are some of the Scheduled Invesiments :-

a)
b)
c)

Investments in Central Government marketable securities.
Central Government and State Gavernment Securities
Socially Oriented Secter investments.

In addition to this, certain investments in Corporate Sector

satisfying conditions as set oul in Section 27A (1) are also classified as
Scheduled Investments.”

4.1  Further, it was informed that Scheduled / Approved Investments in the

Corporate Sector as defined under Section 27A are as under :-

a)

b)

Shares of any company on which dividends of not less than 4%
including bonus have been paid for at least 7 aul of B or B years
immediately preceding.

Debentures secured by first charge on any immovable property,
plant or equipment of any company which has paid interest in
full for the 5 years immediately preceding on such or similar

debentures issued by it.

42 The Committee werg also informed that “at present investments

categorised as Scheduled Investments including secondary market

investments in Equity / debt and certain investments in approved PSUs anz

made with the approval of Chairman as authorised by Invastrment Committes.

These investments are reported to the Investment Committee subsequently.



All other invastmants in unscheduled category are made with unanimeous
approval of Investment Committas ©

4.3 On the lzsue of operatwnal autonomy, perse, thal LIC enjoyed in
making inveslment declsiona, the Commities ware infermad as under -

“The Governinent has been gauing Quidsiines in the form of
notifications, letlers ¢ cireulars from tima te time which ara in (ha nature
af lib=ralising 1he scope of investments and alzo anhanced the srope
to the category of scheduled inveelments., The above provided the
Gorporation to underake cerain activities for impraving invastmnant
peiformance. For e.4g. Central Government vide its  lelter daled
30.7.1997 enlarged the scope of socially orantad secior investmenis
to include investments In Intragtnicture and champe intarest at market
related interest rates in sodally ariented sactor.

in exercise of powers confered by Sectinh 274 of the Insurance
Act 1938, tha IRDA has issued investmenl regulalions 2000 for
requiating / guiing the investments of the Corporalion. These
guidalines have come to affect from 14" August, 2004,

The guldelines spectdy pattern of investmerts in approved
securities, Socially Oriented Sector Including infrestructurs  and
approved investments and other than appioved  investmante. 14
addition to sbove, those regulations specified exposure ¢ prudential

norme and pancdical retums to ba submitted.”



¥. LaPSaTHIN OF FOLKCIES { SETTLEMENT OF CLAIMS

0. Cr 1he Bsue of nel lapsea of policies (lapses less revivals; b mean life

insurance busmess in foree 0 the las) three years. the folowing infornation

was furnished o the Committee -

YEAR % OF LAPSES TO MEAN FORCE
15092900 ' £ .
T iPEE.-E == 1 -

1067-68 T s8 o

5.1 {in1he measurss beng aken for corcralling 1he Iagsa rave of policies,
the Committse wene nformed in & writter coTemunicaban thet by way of
implemarietion of recommandetions of the Genesan Commiftes regarding
cohitrol on lapses, 1he Carparadicn has laken a number of sbeps, praminerd
amongst which were {he Tollowing -

Nl Spedfic largels were assigned for individual cffices o ensure
that frst premivm lapsation dicd nod s&oosed 15% ard showed
aleas! 2% mduction gwar the comesconding figures of te
preyioLs yedr.

(i Cordral mechanams at Dmzional, Zaral and Cendral leves
werg sat up e continuausty reviewy and monitar e progress.

il]  Disincentives for Develkpment Officers ba confros lapses.

tvy  Special revival campaigns far revivals after § waars.

5.2 Ebheating on the measurss being laken to sonol the Bpees of

pelicies which happen as a consaguanca of low el of fallyw W Sere2s



provicked by RQenia Ard ipnorance. the Commttes wera Rlammed 85 undar
durlmg informal diecuealon -
4l An pppropnataly wordad commualcallan B Salng sent 12 &l
Buch palkcyhalders alo gkl bpses mtices Tran T 1o Ume.
B1  Corporaton hoide a canpak]n lor Resival of Lapeed Pulisies
each yea abder whidhh sanie ircenlives | conces=ons are
granted for such pulicybolders ta revive ther poides. This is
normally Bunched during Mrvember, Dpoember and Januany of
aach financial year.
iz1  Imcemtve Honue te Cewedopmant Oiticars has bean subahly
amanded 1o scdwrage kel i egume lhat polices reinan in
LIC's fald fir ol keast ban yemars; of muse he= s alza 2 penal
prowision in iespes of poices which bBpse wilkin two years.
8.3 The Commiles were aks infarmed 1hat thi: CompomRbion poposes o
sard revival qustations to the pobcymokears alongwih lBpee notcae b make
reinatataran: of the podlcles egey. 10 addidon 1o tis, §er of lapsad polcias are
aked rd be providad 1o the Ageals and Cevelipinent Cfficers evwery manh
enabing them 1o =l o 1be cone=rred poicyholders ror geHing heir palicies
resived.
R4 L the pracgdure fallewsd in sattkment of clame on sscount of dearh
and maturity of policies, ard the compensabon gramed 1o pokcghakdars Toe
daleya In eattkment of dakns & which e Carporatiin s found b be

reeporstle, e ConvnHes ware nifarmed as onder :



Ay Maturty & Survival Benafits
(i Intimations regerding payments due to the poiicyhoders are
sand ba tham thres rmanifs prior bo the date of maturiey alengwilb
a dechange farm [prereceipt).
L1 On recalpt of the duly corgleded dscharge form and ariginal
band. past-dated cheques are sard ba poicyhokers.
Bl Dexath Clairrs :

Claims resulling from death of palicvholders ara getiad immediatehy in

Tavaur of nominee or legal heirs on receipt of prosf of death, duly

campleted discharge form.

In ihe swent af the dalay in setlament caused by e Corporatian

irlenast is paid @9%

A5 regarda the rmabturity daims cubstanding in the st 1hree wears viz
1397-9E, 1996-95 and 1899-2000, the Cormmities wera infornad ther a iodal
of 1,28,449 palicies (2.4%), 1.53,178 palicies (2.7%) and 1,2B 14E polcies
(2.1%) ramaned cuistanding durng these years, Further. the outstanding
death claims for ihase years were 28,224 {12%) for 1967-98. 28.009 [11%)
For 1954-B4 and 33,384 (12%] for 1963-20040.

The Commiltes were aka informed that follewing the reconstrution 2
the Clams Rewiew Comenidess n 1898, the numbsar of appeals cutstandng
before the Committees has come down froen 37.24% in 196G-B7 to 12 51%: in

1238-2000, signifying the expeditious digpesal of the appeals.



OBSERVATIONS OF THE COMMITTEE

FERFORMANCE OF LIFE INSURANCE CORFQRATICN OF INDIA

1. The Committec note that since its formation in the yaar 1986
fallowlng the nationalization of the busineas of |[neurance, tha Life
Insurance Gorperation of india {LIC) has parformied succassfully in
wxpanding Ite business extonsively and  bullding A large
infrastructure with aubsatantial financial strength and managenal
competence. Yet, at the aame time, tha Committee are inclined 1o
balleva that LIC could have performed avan batter in cxtending the
covarage of insurance in the coundry atd moblliging rasources. Fhe
Committes ara of tha firm view that fellowing the de-regulation of
the Insutance Sector with the entry of private companies in tha
fiald, LIC has io re-orlent iteelf i saveral aspects of its functioning
3o A% to cnable il to ¢ontinue to maintain a positon of strength.
These aspects, intcr-alia include, Bringing down the level of
averhead costs of the Corporation which in prasantly on the high
sida ; restruchiring the orgamsational set-up and upgradihg the
tachnological measures to matgh private competition ; bringlhg
about changes in the modalities [ollowed in invastment operaticns
to enable higher and better returne | and undertaking measures for
better and effactive customer service. These |ssues, 83 wall as
others an which the GCommittae axpoct positive action to be takan
both by LIC and the Govarnment ara daalt with more elaborataly In
the succecding paragrapha,

(Actioh ! LIG of Incha Ltd. & Ministry of Finance)



ODVERHEAD COSTS

2, The Commiftee are of the view that the overhead costs of LIC
is ralatively high by international standards. This Issue has been
braought out In the report of the international consultant engaged by
LIC to advigse on the steps to be taken to make the Corporation
competitive and customer-oriented. The Chairman, LIC too
admitted before the Committee that the high overhead costs was an
area of concern. The Committee understand that a number of
iniiatives have been taken by LIC in the areas of revenue
generation, cash flow management and financial discipline f budget
conirol to bring down the overhead costs. The Committee wish to
be kept apprised of tha details of measures taken to bring down the
ovarhead costs and the extent to which such measures hzve
helped in the bringing down the costs particularly, in comparison
to international standards { other private companies operating in
the field.

(Action : LIC of india Ltd.)



NOMN-PERFORMING A3SETS

3. Yet another area of concem for the Committee is the lavel of
Non-Performing Assets (NPAs) of the Corporation. The Commitbee
note that in the last few years from 1496-97 to 1599-2000, the total
worth of NFAs of LIC has bean much higher than the provisianing
of resources made on this count, which dogs not auger well to the
financial health of the Corporation. One positive indication in this
regard has, however, been the fact that the net percentage of NPAs
has shown a dewnward trend in the last two years. The Committee
hope that LIC will spare no effort to heep the NPAs fo the barest
minimum so as to ensure that the financial health of the
Corporation does not continue to be affected negatively.

(Action : LIC of India Ltd.)
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OUTSTANDING LOANS

4. The Commlttes are conetrsined ta note that an amount In
axcans of Bs.4570 crore of the leans advanced by LIC to varioud
agenciss { cerporates remain outstanding 1o be recoverad. A bulk
of the outstandings peraln to sccial sectar investments mpde by
LIS, which include, loans advancad ta State Elactricity Hoards 1
Elasctric Power Corporations, Apax Co-operative Housing Financa
Saclatiss and Slgte Housing Bogrds, State Rogd Transpord
Corporations and Joim Sieck Companies including Publlc Sector
Corporations. The Committes undarstand that steps taken by LIG to
recovar the cutstendings have nol yiglded the desired results. Tha
Committee express the hope thal the Corporation will spare no
affaM to recover lhe outstandings. Further, the Committes alsa
aupect the Ministry of Finance o rendet every possible assistance
o the Cerporation im recovering the oulstandings, parlicularly
those frmarm the Skate Government agenelas.

{Action = LIC afIndia Ltd, & Ministry of Financep



DRGANISATIONAL RESTRUCTURING

L 2. The Committee have baen informed that LIC is seized of the
recommendations made by the international consultants engaged
for providing definite advice on the steps to be taken by the
Corporation towards strategic transfermation following the de-
regulation of the insurance industry. While the functional heads of
various departments viz, Investment Department, Actuarial
Department, Marketing Department etc., have taken up issues
concerning them for implementation, issues relating to corporate
govamance, convearting LIC into a fully Board-managed Company
etc. have reportedly been taken up with the Ministry of Finance. The
Committee are of the firm view that the exercise of restructuring /
strategic transformation has to be carried out urgently in order to
anable LIC to maintain a competitive edge vis-a-vis private
insurance companies. The Committee, therefore, strongly
recommend that izsues relating to corporate governance and
converting LIC intoc a Board-managed company should be actad
upen on an urgent basis by the Corporation and the Ministry of
Finance. The Committee also desire to be kept apprised of the

progress made in the corganisational transformation of the

Corporation.

(Action : Ministry of Finance / LIC of India)



INVESTMENT OPERATIONS

8. Although LIC reportedly enjoys sufficient autonomy in
making investment decisions, the Committee feel that certain
modifications are requirad in the existing system so as to enable
the Corporation to maintain a competitive edge in the business. For
instance, it was impressed upoen before the Committes that the
Investment Committee of LIC needs to function primarily as a
policy making forum with only invastmants beyond certain limits
referred to it and that the Chairman and other functionaries should
be delegated the authority to make investment decisions subject to
cartain limits. The Committee are of the view that these aspects
relating to the modalities of making investments which are
prevalent in other financial institutions deserve to he given a
favourable consideration by the Government. Further, the
Committee have been informed that owing to the large size of its
resource base, LIC has been facing certain problems in strictly
adhering to IRDA regulations in making corporate saector
investmeants only in AA rated companies. Given the magnitude of
LIC s total controlled fund, which has been built over a long period,
the Committee expect the Government to render all possible
assistance to the Corporation In overcoming the problems faced in
| mesating the IRDA stipulations on investments,

{(Action : Ministry of Finance}



POLICY LAFPSES /CLAIMS SETTLEMENT

T The Committee feel constrained to note that the net lapses of
policies to mean life insurance buginess in force has consistently
remained around 5% in the last three years viz., 1997-98 to 1983-
2000_ This i= despite the fact that the Corporation has initiated a
number of steps to control the |lapse rate of policies. The
Committee expect the Corporation to gear up the efforts to bring
down the lapse rate of policies.

Another worrisome aspect noticed by the Committee is the
quantum of outstanding claims, particularly death ¢laims, which
has remained at more than 11% in the years, 1997-98 to 1999-2000.
One positive development in this regard has, however, been the
effective functioning of the re-constituted Claims Review
Committees in enabling speedy setilement of claims. The
Committee expect LIC to spare no effort in ensuing that the claims,
aithar on account of maturity or death, are settled in a just speedy
and transparent manner. They wish to be kept appraised about the
results achieved in this regard for tha year 2000-2001.

(Actlon : Life Insurance Corporation of India)
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TOUR PROGRAMME OF THE COMMITTEE ON PUBLIC UNDERTAKINGS

|.

TO GDA, BANGALORE AND CHENNAL FROM

o™ OcTOBER TO 14™ OCTORER, 2000,

{ MEMBDPRSE ASSEMBLED AT GQ&&

DATE & DAY TIME
0,1{.2000 1600 hrs
(Menday)
10.%0.2000 0800 hrs
(Tuesday)
411.10.2000Q 1130 hra
{Wednesday)

1605 hrs
12.10.2000 D900 hys
(Thursday)

1100 hirs

1500 hrg

2143 hra .
13.10.2000 1030 hrs
(Friday)

1830 hrs

VISIT & DISCUSSIDN

‘nforma! discussion with the Officers of
Life Insurance Corporation of india

( NIGHT MALT AT GOA )

Visit Goa Shipyard Ltd and informal discussion
with tha officers of Gea Shipyard Lid

{ NIGHT HALT AT GOA )

Departure for Bangalere by IC-B17 ’
(1320 brs )

Arrival Bangalore

{ MIGHT HALT AT BANGALCRE )

Infarmal discussion with the Officers of
Kudremukh lron Ore.Lid,

Informal discussion with the Officars of

ITI Lid. _

Departure for Chennai by Mysore-Chennai
Shatabdi Express (1825 hrs} '
Arrival Chennal

{ NIGHT HALT AT CHENNAJ }

informal discuasion with the Qfficers of
Stesl Aulhoﬁtyhpf Ingia Ltd.

Informal discussion with the Officers of
Hindustan Petroleum Corpaoration Lid,

{ NIGHT HALT AT CHENNAI }



_54_

4.10.2000 Q200 ks Infarma!l discussion with t.hu Officers of
(Saturday) ' Meyveli Lignite Corperalicn Ltd
1400 lira Infermao! digeusslan with the Qlfleére of

Lnitad India Inauranca Co.
1400 hra Informal discussion with the Officers of

Chapnal |Telralsum Coerparation L
(Farmearly known aa Madraa Rafineriss Lid.)

DISPERSAL



COMPOSITION OF THE COMMITTEE ON PUBLIC UNDERTAKINGS

ANNEXURE ||

WHICH YISITED S04, BANGALORE AND CHEMMAI
FROMO™ TO 14™ QCTOBER, 2034

5. MCF | MAME DATE OF | DATE QF
| JOHMING LEAVING
1. Prof. Wijane Kumar Malhobra, &0, 2000 14102003
Chairman Gam Chamnai
X Shri Prasanna Acharya B.10.2000 151020043
L Gaa Lhennai
A, shrl Sudip Bandyopadhyay 1110, 20 15.10. 2004
: Chennai Chennai
i Shri Swrirdar Singh Barwala 8.1k 2000 12.10.2000
! Goa Bargalocre
13102000 15.10.2000
Chennai Chennai
5. Shri R L Bhalia 8.1 0200 '13.40.2000
Eoa Chennai
i Shii Shivraj Smgh Chawhsn 4.10. 2000 12.10.20J0
S Bangalane )
i kaj. Gen. [Retd) BC Khandwri | 9.10. 2000 14 10.2040
. Goa Cheannai 5
8. Shni K E Krishnarmurthy 8102000 12.10.2080
| 3pa Bengslore ]
5. ShinWlles Muttamvar 11.10.2000 14.10.2000 :
- Bargakre Chennad |
[ 1 Shri Dsaram Raj Singh Patal BAQ.Z000 1012000
[ Goa Goa
12.10. 2008 15,10 2003
s Channai Chermai |
11 Shri R P Funly 2.190. 2000 11.10. 27000
Goa Goa
12,190,200 14, 10,2000
. Chennai Chennal
12. Shai Tardl Baran Topddar 9.10:2000 14.10.3HKID
' . Goa Chenrai
13. Shel Davendra Prasad Yadey 11.10.203J0 14,10, 2000
: Bangalone [ Chenrai
1 Shei Jbon Roy 9.10.200] 14 0,230
G Chenrai
15. Smt Ambika soni 9. 10. 200 1010, 2000
Gea (ca 4
12.10: 2000 14.10.2040 4
- Bangalkre Cheana :




L

16. Shri Ranjan Prasad Yadav g.10.2000 14.10.:..
Goa Channal /\
17. Shri K Kalavenkata Raa 8.10.2000Q 11.10.2000
5oa Goa
12102000 15,10 2000
Chennai Chennai
r18. Shri B P Singhal 89.10.2000 14.10.2300
(30a Chennai
18, Shri Satish Chandra Sitaram | 8.10.2000 180.10.2000
Pradhan Goa Goa
13.10.2000 14.10.2000
Chennai Chennai
SECRETARIAT
1 Shri S Bal Shekar, Director
2. Shri Raj Kumar, Under Secretary
E BRE —IIL

LIST OF QFFICIALS OF LIFE INSURAMNCE CORPORATION OF INDHA

WHC WERE PRESENT DURING DIFGUSSION WATH THE COMMITTEE
ON PUBLIG UNDERTAKINGS AT S04 ON B.10.2MI0.

1. SHRIG. N. BAIFA C-HalRMAK

MaRASING DIRECTOR
EXEC. DIRECTOH {MS)

2. EHRIY. P. GUPTA

4. SHRI A RAMAMURTHY

4. SHRIP. A BaLASUBRAMANIAM  EXEC. DIRECTOR |INYEST)
k. SHRI K. S SHARMA LOHAL MAMAGER (W)

& SHRI AMITAEH SECRETARY (BOARD)



