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involves the fate of 7 mfllk>n people. 
Therefore, we are very much perturbed 
over it.

Mr. Speîr: The hon. Minister will 
also be invited. I would invite him to 
attend the meeting of the Business Ad
visory Committee.

Shri Biswas: 1 am in the hands of the 
House. I will abide by its directions and 
your directions.

Mr. Speaken I am not deciding any
thing. We are having a meeting of the 
Business  Advisory  Committee  at  4 
o’clock. The hon. Minister, if he can 
kindly be present at the meeting, may 
take part in the meetmg. The Minister 
of Paiiiamentary Affairs will also  be 
present.  So, let us all look into  the 
matter.

Shri Gidwani (Thana) rose—

Mr. Speaken Sufficient  number  of 
copies of the statement may be given 
to the Members of the Business Advi
sory Committee.

Shri Gidwani: The hon. Minister said 
that they were very siucere. I would 
invite the attention of the hon. Minis
ter to the statement made by Shri C. C. 
Desai, Indian High  Commissioner  in 
Pakistan, where he said that the feeling 
among the Pakistanis is that every al> 
ducticn was a love  âir. Is that the 
sincere feeling?

Shri Biswas: As a matter of fact, we 
were looking to the future, and there
fore, we definitely decided that there 
need not be any recriminations as to 
what happened in the past. There have 
been faUures on our side and failures 
on their side. Therefore, we were anxi
ous to secure some improvement and 
we were anxious to see that iu the future 
things would have very much improved- 
We were satisfied with the assurance 
given frofn the other side.  But it all 
remains to be seen how the assurances 
are implemented.

Shri »vaia (Bhagalpur Cen
tral) : How many assurances you had 
in the past?  ’

Sardar A. S. Saigak They have not 
yet been fulfilled!

LIFE INSURANCE CORPORATION 

BlLU--contd.

Clanse 43.—{Application of the Insur̂ 
once Act),

Mr. Speaks The House vfill now re
sume clause by clause consideration of 
the Life  Insurance Corporation  Bill. 
Clauses 2 to 4, 11, 12, 14, 19, 22 and 
25 have been  disposed of. Clause 43 
has to be taken up now. We have tak̂
14 hours and 6 minutes eilready.  We 
have extended the time from 15 to 18- 
hours. So, we have thus three horn 
more. Therefore, we must close the dis
cussion at 3-30 p.m. today.

Shri Tulsidas (Mehsana West): How 
is it possible?

Mr. Speaker: I shall apply the guillo
tine. Already, we have extended the 
time from 15 to 18 hours. We have 
got the Second Five Year Plan to be 
discussed.  Therefore, let us  expedite 
this matter.

Shri N. C. Chatteijee (Hooghly): You 
were pleased to allocate H hours  for 
clause 43 and you aDocated 2 hours 
for the Schedules, and the rest of the 
clauses were given li hours.

Mr. Speaken So much time has been 
taken yesterday. I hoped that within 
18 hours, we could finish the rest of 
the clauses.

Shri N. C. Chatterjee: I do not think
we have exceeded the time allocated 
by you.

Mr. Speaken  We should find ways 
and means to finish this within three 
hours from now. The Second Five Year 
Plan has to come up for discussion. The 
discussion on it has been pending for 
some time. We must allow a couple of 
days or so for that purpose. We  are 
hard-pressed for time.

Shri U. M. Trivedi (Chittor):  How
can we finish this Bill in three hours- 
from now?

Mr, Speaker: I am not going to ex
tend the time.  Of course, if even  a 
single minute is taken away for some 
other purpose and if there is anything 
wrong in the calculation, I will allow 
for it.  We have extended the  time 
from 15 to 18 hours.  We shall proceed 
to clause 43.
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Shri Tulsidas: This is a veiy
taut measure.  Different  ‘  ‘__
been allotted for the different''sets of 
clauses. What I feel is that important 
clauses are now coming up. Clause 43 
and the Schedules are very important 
and they will take 3i hours. Therefore, 
1 request that you will be pleased  to 
extend the time.

Sardfur A* S. Saigal (Bilaspur):  It
-should be finished by 5-30 today.

Mr. Speaker: We shall try to finish it 
by 4-30 p.m. today.

That means, I am extending the time 
from 3-30 to 4-30.

Shri Tulsidas: It is difiScult to finish

.

Mr. Speaken  We shall try to  get
through it. Let us all co-ĉrate  in 
doing so. Now, the hon. Monbers who 
wish to move amendments to clause 43 
may do so.

Shri Tulsidas: I beg to move:

<i) Page 19, line 9—

(i) after “26” insert “27, 27A”; 
and

(ii) after “39” insert “40B”.

<ii)  Page 19—

f̂ter line 10, add :

“Provided that investment under 
Section 27 of the  Insurance Act 
ĥaU in no case exceed 55 per ecnt. 
of the controlled funds;

Provided further , that the limit 
on expenses under section 40B of 
the Insurance Act shall be 85 per 
cent, of the first year premium and 
12 per cent, of the renewal pre
mium.”

(iii)  Page 19—

for lines 16 and 17, substitute :

“Sections 2D, 10, 11, 13, 14, 15, 
21, 22, 23, 25, 28, 28A, 30, 

35, 36, 37, 40, 40A, 42, 43, 44, 47, 
48, 102 to 106, 107 to 110, 111, 
112, 113, 114 and 116A.”'

Siiri SadlMB Giqita (Calcutta South
East) : I beg to move :

(i)  Page 19—  .

for lines 9 and 10, substitute :

“Sections 2B, 3, 18, 26, 33, 38,
39, sub-section (1) of section 40A, 
sections 41, 44, 45, 46, 47A, 50,
51, 52, IlOA, HOB, HOC, 113, 
119, 121, 122 and 123.”

(ii)  Page 19, Une 16— 

omit “35, 36, 37”.

(iii)  Page 19, Kne 17— 

omit ‘̂13”

(iv)  Page 19, lines 25 and 26—

after “subject to” insert “annulment 
or”.

Mr. Speaken All these amendments 
are before the House.

The Minister of Flnaiice (Shri €. D. 
Desimmkh): I have just given notice of 
an amendment to indicate that I am 
prepared to accept the insertion of 21A 
and 28A in amendment No. 29 of Shri* 
Tulsidas to clause 43. He ĥ given a 
large number of sections which should 
be inserted. After “25”, I am accepting 
27A and 28A.

Shri Tulsidas: I have got amendment 
No. 27 which seeks to insert “27, 27A” 
after “26”. If you do not want to have 
“40B”, I am prepared to accept your 
suggestion.

Shri C. D. Deshmnkh: 27A and 28A
will be inserted in the list of sections 
given under sub-clause (.2)  of clause 
43.

I beg to move :

(i)  Page 19, line 16—

after the figure “25”, insert “27A, 
28A”.

(ii)  Page 19 line 21—

for “conditions or  modifications”, 
substitute “conditions and modifi
cations”.

I am suggesting “conditions d̂ mo
difications”  instead of “conditions  or 
modifications”. That is a verbal change* 
I mention this now so that the  hon. 
Member may not spend so much time 
in arguing the case in regard to invest
ment and returns of investment, so far 
as the private sector is concerned, from 
the corporation.
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(i)  Page 19, line 16—

after the figure **25”, insert 27A,
28A”.

(ii) Page 19, line 21—

jor “conditions or modifications”,
substitute ‘̂conditions and modifica
tions.”

Shri Tulsidas: I thank the Finance 
Minister for having partially accepted 
some of my suggestions made in  my 
amendment No. 29. The point that I 
wanted to make was that  sections 27 
and 21A are so important that  they 
should be ap{̂cable as a whole on the 
corporation.. Now, the Finance Minister 
would like to have certain modifications 
and alterations, and for that purpose, 
he would like to have section 21A and 
not section 27. Of course, he is accept
ing to insert 28A. But the other things 
are removed.

Shri C. D. Deshmokh: All these sec
tions are put in  there.  After **25”, I 
have soût to add “27A, 28A”. Then, 
sections 35, 36, 37 and so on so forth, 
follow.

Shri N. C. Chatteijee: Is that in sub
clause (2)?

Shri C. D. Deshmokh: Yes. I do not 
accept anything from the amendment 
of Shri Tulsidas, as such, I am saying 
that in case the hon. Member wants to 
make a p<Hnt about investment, as he 
did yesterday or the day before yester
day in his  speech,  the  corporation 
should be obliged to adhere to the cri
teria which at present govern invest
ments by a life insurance company in 
the private sector, I am prepared, there
fore, to accept 21A and 28A  being 
added on in sub-clause (2).

Shri Tulsidas: Therefore,—discussion 
confines itself  to a very narrow point 
I agree that it requires a certain amend
ment, and therefore, the Hon. Finance 
Minister would like to insert 21A and 
28A in sub-clause (2).

I would like to ask the Finance Mi
nister whether section 27 should not be 
there. Section 27 is meant for approved 
securities. Under the present section 27, 
companies cannot invest in any securi
ties unless they are approved securities. 
There is a certain relaxation if  the

Mr. Sptwk»ci Amendments moved: Central Government so chooses. The 
Central Government has got an autho
rity and a discretion. Section 27 is also 
a wholesome provision and it should 
be made applicable because that is only 
a restriction with regard to approved 
securities. That means that investments 
will be done on the basis of certain 
criteria laid down  under  section 27. 
Section 21A merely provides with re
gard to percentages and so on. If there 
is a new issue, as the Finance Minister 
knows fully well, the prospectus has 
to mention whether the securities  are 
approved under section 27. My point 
is, if you want  to apply  section 27 
also....

Shri C. D. Deshmokh: I am sorry to 
interrupt. I might cut short discussion. 
My desire is to cut short the discussion. 
One would find in section 27, provided 
that the Central Government approves, 
provided that the Central Government 
directs, etc. Since the Central Govern
ment itself is administering the question 
of investment in approved security, we 
thought that is a matter which could be 
regulated either in accordance with sub
clause 3 or in accordance with the rules 
and regulations to be made by us. It 
is no good taking a whole section like 
this which is not intended for the Cen
tral Government,  that is to say, the 
sanctioning authority itself or the ap
proving authority itself. Approval means 
approval of the Central Government. 
Our scheme was, whereas we do not 
deny the necessity of having investments 
made on sound lines, since the Central 
Government can issue the direction, it 
may be regulated under sub-section (3) 
or the rules and regulations. That is 
the important reason for not including 
section 27 and then going about chop
ping and changing.

Shri Tokidas: If that  is  the  in
tention. I am prepared to accept the po
sition.

Shri N. C. Chatteijee: Really I take 
it that there is no inteniton to negative 
the operation of section 27.

Shri C. D. Deshmokh: How can it be?
That is rather a very sound principle 
of functioning. We have been exercis
ing these powers. Certainly  we cannot 
turn into a malignant authority deny
ing everything that we have regarded as 
wholesome.

Shri N. C. Chatteijee:  As the sec
tion stands, it may be difficult to ope
rate.  ^
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Shri C. D. DeshmHkh:  That is the
point. It is very important with refer
ence to certain people who are subject 
to the authority of the Central Govern
ment. Therefore, there are difficulties 
in the way of applying it wholly  or 
with minor modifications to the sanc
tioning authority itself.

Shri N. C. Chatterĵ; Therefore, the 
proper place will be invocation  under 
sub-clause (3).

Shri C. D. Deshmnkh:  Under sub
clause (3) or under the rules and regu
lations.

Shri Tulsidas: That reduces the dis
cussion to .this. I would like to draw the 
attention of the Finance Minister  to 
section 112. He has accepted sections 
21A and 28A. In my amendment sec
tions 42 and 112, etc. are there. Sec
tion 30 relates to liability of directors 
for loss due to contraventions of sec
tions 27 and 29. The Finance Minister 
mentioned yesterday who will be liable. 
I would ask the Finance Minister whe
ther it will not be proper that the peo
ple who are going to manage this Cor
poration should have certain liabilities, 
so that they may not invest without 
any ©riteria or conditions. Then, there 
is section 112 with regard to declaration 
of interim bonus. That again is impor
tant. There should be a certain amount 
of latitude to the Corporation under sec
tion 112 to declare interim bonus. If 
it is felt that that should be applicable, 
what remains is simple. Section 42 re
lates to licensing of agents.

Shri C. D. Deshmnkh: We choose the 
agents now.  There is no question of 
licensing for other purposes.

Shri Tulsidas: I accept the position.

Shri Sadhan Gîta: This clause ap
plies certain provisions of the Insurance 
Act in three ôups. The first group ap
plies automatically. The second group 
enjoins on the Government to issue a 
notification as soon as possible to apply 
certain other sections with certain con
ditions or modifications, according  to 
the amendment of the Finance Minis
ter and the third ôup allows the Gov
ernment to take time to consider  and 
apply such of the provisions as it thinks 
fit.

The first group is of the utmost im
portance, because the  application  of 
the first group of sections will deter
mine what the privileges  and  rights

under certain sections \̂dll bê For exam
ple, there are certain sections regard
ing policy-holders: right to assign, right 
to nominate  and all that,  which is 
quite beneficial. There are other sec
tions and rights given under other sec
tions which have not been  included. 
Take the case of agents. There is sub
section 1 of section 40-A which regu
lates their commission. A maximum is 
fixed beyond which it cannot go. I do 
not see why section 40-A should not be 
automatically  applied. Although  this 
section only fixes the maximum com
mission payable to agents, yet the agents 
think it a Charter of their rights  to 
earn commission. The Corporation, if 
it thinks fit, may, in proper cases adopt 
a particular rate of commission. Even 
today, there are companies which have 
adopted a slab system by  which  the 
maximum is paid to agents only when 
they display efficiency in securing  a 
large volume of business. For example, 
in the Oriental, I think they have a slab 
according to which agents bringing in 
a certain proportion of business get a 
certain percentâ, 25 or so. Then  it 
goes on increasing till the maximum 
of 35 per cent, is reached, Thw« is pro
vision that in the second  and  third 
year an additional 2i per cent, may be 
paid. All these are salutary provisions. 
I do not see why they should not au
tomatically apply. If the Central Gov
ernment thinks that any lower rate ot 
commission might be advisable and if it 
finds that at that lower rate, the same 
volimie of business or a greater volume 
of business could be coming in,  it is 
open to them, even in spite of section 
40-A, to do so. But, I would ask them 
not to scare the agents by giving them 
to understand that immediately  the 
commission would be reduced. That is 
the impression created by the omission 
of section 40-A from the First Sche
dule.

An even more unfortunate omission 
is section 44. Section 44 was won by 
the agents after a long struggle. It em
bodies a very fair principle which is 
that—an agent if he unfortunately died 
while, formerly, lost the right to*his re
newal commission. Section 44 provides 
that his successors would be entitled 
to continue to receive. That is a fair 
deal. Why should the conmiission de
pend on the chance of the agent keep
ing alive.. Why should not his family 
have the benefit of the  commission 
which he has earned?
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Therefore, I do not see why section 
44 has been relegated  to the second 
CTOup, namely the group of sections 
which can be brought into operation 
After conditions and modifications  are 
imposed. That is very unfortunate. Sec
tion 44 should be accepted as it is, un
less of course the Government proposes 
to modify it more in  favour of the 
agents, but I think that is not  the in
tention. Therefore, section 44 should 
be automatically applied.

Another section that should be auto
matically applied is section 113 which 
gives the policyholder the right to a sur
render value on his policy. If a policy
holder wants to surrender his policy, 
then under this section certain values 
have to be fixed which the policy would 
acquire after  the  lapse  of  a certain 
period. That is a privilege of the policy
holder and that should be automatical
ly applied. I do not know why that sec
tion also has-Hseen transferred to  the 
second group. To secure these objec
tives, I Imve sought to introduce amend
ments 122 and 124. Amendment 124 is 
consequential to 122.

Coming to the second group of sec
tions, I am rather intrigued to find why 
sections 35, 36 and 37 have been in
cluded there at all. In my submission 
sections 35, 36 and 37 have no place 
in the Bill anywhere. These are sections 
dealing with amalgamation and transfer 
of insurance companies. When a com
pany becomes insolvent, for  example, 
it amalgamates with some other insu
rance company, for transfer of its busi
ness to some other company. What has 
the Insurance  Corporation to do with 
it? The Insurance Corporation is a mo
nopoly which does its  business. If it 
succeeds, well and good. If it fails, it 
is a calamity. Where can it ânsfer its 
business, with  whom can it amalga
mate its business? Therefore, I do not 
see why  sections 35, 36 and 37 were 
included in the second group. Therefore 
I have suggested amendment 123  to 
take off those three sections.

My last  amendment—and I have 
moved similar  amendments to  other
• clauses which make similar provisions 
—is to the effect fhat the notifications 
by which the sections of the Insurance 
Act will be applied to the Corporation 
must be subject not only to modifica
tion by Parliament but must be subject 
also to annulment by Parliament. The 
•clause as it stands at present is that the

notifications will be laid before Parlia- 
m«it and will be subject to such modi
fications as may be made by Parlia
ment. But what we want is that Parlia
ment should be entitled  not only to 
modify these notifications but must also 
be entitled to annul the notifications al
together if Parliament thinks that they 
are not proper.

Therefore, I commend these amend
ments to the acceptance of the House. 
Particularly  I  would  request  the 
Finance Minister to clarify why sec
tions  35,  36  and  37  relating
to amalgamation and transfer  of in
surance business have been included in 
this BQl and how it is relevant to the 
Corporation at all. If he does not find 
any relevancy I would ask him to ac
cept my amendment 123.

Shri N. C. Chattel̂  I want  to 
point out only one thing. Now that the 
hon. Minister is accepting sections 27A 
and 28A to  be incorporated  in sub
clause (2), a good deal of our discus
sion is unnecessary. I am only asking 
the Minister whether he would consi
der also putting in section 40B. Sec
tion 40A deals with limitation of expen
diture on commission kod section 40B 
deals with limitation of expenses of ma
nagement  in life insurance  business. 
They really go together, and that is  a 
very salutary provision because you not 
merely control the expenditure on com
mission but you control  the  expense 
ratio. I am asking whether that cannot 
be put in in sub-clause (2) because if 
it is put in sub-clause (2) then the ne
cessary flexibility  will be there and 
Government can accept it or apply that 
section subject to any conditions or mo
difications it likes.

Shri Sadhan Gupta has pleaded for 
upgrading section 40A from sub-clause
(2)  to sub-clause  (1). He wants to 
make it compulsory. If that could be 
done I would be very happy. I also 
want some assurance from the hon. Fin
ance Minister that putting in section 44 
in sub-clause (2)  will not act detri
mentally to the interests of the agents 
because this section was put in so that 
the agents could be assured of their 
commission. In some cases the agencies 
were terminated and you know under 
our law you cannot force the man  to 
continue as agent. Therefore, this sec
tion 44 was very necessary in order to 
prohibit the cessation of payments of 
commissions earned by  agents and to
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[Shri N. C. Chatteijee] 

see that it should not stop simply be
cause the agency is terminated.  T t̂ 
section was a satisfactory and salutary 
provision. I hqpe there is no intention 
to utilize that section or the power now 
being taken to do something detrimen
tal to the interests of the agents and the 
persons who have  worked hard  for 
earning their commission.

Shri  Morarka  (Ganganagar-Jhun- 
jhunu) : I want to say a word about the 
decision of the hon. Finance Minister 
to incorporate section 27A in this clause 
43. At one time I myself was strongly 
in favour of the provisions of section 
27A applying to the Corporation,  but 
then there is a practical difficulty and I 
hope the Finance Minister would kindly 
consider it when he applies the provi
sion of this section to the Corporation.
I wish to refer to sub-section (4)  of 
section 27A. It says :

“(4) An insurer shall not out of the 
controlled fund invest or keep invested 
in the shares or debentures of any one 
company other than a banking company 
or iovestment company more than—

(a) two and a quarter per cent of 
the sum referred to in sulvsection (1) 
of section 27, or

(b) ten per cent, of the  subscribed 
share  capital  and debentures  of the 
company, whichever is less.”

Till now we had 160 different com
panies and each company was entitled 
to invest up to ten per cent in the com
pany whose shares it was buying,  but 
now the Corporation would become one 
single comply and if the Corporation 
also can invest only ten  cent in any 
company, then the  jwsition would be 
that many shares which the Corîra- 
tion hold now will have to be liquidat
ed and sold in the market. I think when 
the modification is made before apply
ing this section the Finance Minister 
would kindly consider this point and I 
hope the necessary modification will be 
made.

Shri N. C. Chatteijee: That is why 
it is in sub-clause (2).

Shri C. D. Deshmokh:  The  last
speakers’ observations only illustrate the 
difficulty of applying the sections as they 
stand and I cannot pretend to  have 
examiiied in detail the implications of 
the application of all these sections.

They will have to be examined very 
carefully and  wherever  modificatioDS. 
are necessary we  shall have  to 
them. That is why we divided  these 
clauses  into three  categories: firstlŷ 
those which we were certain should be 
applied. About the others we gave our- 
l̂yes a little chance, but in the mntn. 
it indicates that we are prepared to ac
cept the principle of it. The third really 
means that it is a residuary category 
where we must conduct an individual 
examination. This point is valuable anrf 
we shall certainly bear it in mind in 
working out the application of section 
27A in  accordance with  sub-clause 
(2). '

Then I come to section 40B. In prin
ciple I have no objection. I made ob
servations the other day to  indicate 
our hope that we shall do better and 
indeed we might have done very much 
better but for  certain  considerations 
like retention of the staff, payment  to 
the agents and this and that All those 
encumbrances of the latter kind,  that 
is to say contractual encumbrances that 
we have, might a»ne in the way of our 
reducing it as much as we could. But̂ 
as a token of our bona fides I am pre
pared to put in that in sub-clause (2).

Shri N. C. Chatteijee: That is what I 
suggested.

1 P.M.

Shri C. D. Deshnmldi: Certainly, 1 am 
prepared to do that. If you will permit 
me-----

Shri N, C. Chatteijee: If you  will 
kindly permit me, I shall move the fol
lowing amendment.

I beg to move :

Page 19, Une 17— 

after “40A” insert “40B’\

Mr. Speaker: Amendment moved;

Page 19, Une 17— 

after “40A” insert “40B”.

Shri C. D. Deshmukh; I accept that 
amendment, if you would permit me.

Then, I deal with sections 35, 36 and  ̂
37. It is our understanding that there 
are two sides to a transfer, that is to 
say, the transferor and transferee. What 
we thought was that while the corĵ 
ration would not want to transfer  its 
business to anyone else, it mît want 
to accept the transfer  of business.  I
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ât i«mark in coimeĉii with 
certain general insurance buffiness» the 
question of which was raised by the 
hon. Member, and I thought that â 
provision of this kind would coyer the 
cases of companies under administra
tion. Take, for instance, the company 
1 mentioned the other day, namely the 

Jupiter. It may be that there might be 
some arrangement which might copie 
on within the purview , of sections 35, 
36 and 37 in regard to such companies, 
and that is why we have retained that 
power there.

Now, I come to section 40, This sec
tion prohibits the payment of remune
ration in the form of commission to 
persons other than an insurance agent, 
special agent or chief agent.  As  we 
know, the chief  agents  and  special 
agents would not probably figure in the 
picture now and therefore some modi
fication of section 40 will be necessary. 
That is why we have put in the  place 
where you find it.

Similarly, section 40A limits the com
mission payable to insurance  agents. 
Under the corporation, agency terms 
may be rationalised, and that is  why 
this has to be applied with modifica
tion. This is an answer  to the hon. 
Member’s plea that we move this from 
sub-clause (2) to  sub-clause (1).  I 
feel that it is safer to allow us a little 
latitude in considering  this. If hon. 
Members will only give us some  credit 
for bona fides in this matter, then I do 
not think they would make too much of 
a case as to whether anything is includ
ed in sub-clause (1) or sub-clause (2) 
or at the worst in sub-clause (3).

Shri Sadhan Gupta: How is section 
40A a hindrance? It only prescribes the 
maximum commission.

Shri C. D. Deshmukh: But we have 
not removed it.

Mr. Speatcen Section 40A is there. In 
addition,  there will be  section 40B 
also.

Shri Sadhan Gapta: Section 40A pres
cribes the maximum commission payable 
to agents.  ^

Shri C. D. Desbiniikh: We wish  to 
modify that maximum.

Shri N. C. Chatteijee; That is a limi
tation clause.

2—13TLok Sabha.

Sliri C. D. PfDhmwHf  Sectiaii 44
confers an important right on the ageî 
It provides that if an agent had m- 
troduced a certain amount of biKiness 
or had worked for a cert̂ period of 
time, his renewal commission shall not 
be forfeited even if he ceases to be an 
agent. It also provides that such com
mission shall be hereditary. There is no 
intention, I repeat, to take away  this 
accrued right of insurance agents, aî 
it is therefore proposed to apply this 
section.  However, some modification* 
we feel, will be necessary to permit in
troduction of fresh terms in respect of 
the future. That is why we cannot ac
cept it as it stands in the Act. That ii 
in regard to section 44.

Then I come  to section 113.  That 
section requires that every policy  of 
insurance must contain certein non-for
feiture privileges. These privileges,  we 
recognise, are exceedingly valuaWe, and 
it is proposed to apply Aese provisions 
of the Act But from the experience 
of the Insurance Act that we have gain
ed, it appears to us that some modifi
cations are necessary in this section to 
make these provisions more elastic, and 
it is therefore proposed to apply this 
section with modification. It is a very 
small difference if we want to put it 
in sub-clause (1) or sub-clause (2).

Now 1 have to deal with two points 
of procedure, which the hon. Member 
raised. I think he had moved amend
ment No. 125.... ’

Shri Sadhan Gupta: I have not moved 
amendment  No. 125.  I have moved 
amendment No. 126.

Shri C. D. Deshmokb: I am sorry; it 
is amendment No. 126. pie clause as it 
stands empowers the Parliament to make 
any modification in the  notifications. 
The hon. Member wants to provide that 
Parliament will have the power to annul 
the notification. I am advised that the 
expression ‘modification’ includes anni
hilation. that is to say, annuhnent, and 
therefore there is no need to accept 
this amendment.

Shri Sadhan Gupta: Will the Finance 
Minister clarify another matter which I 
forgot to mention? I find that section 2 
has also been applied. That section of 
the Insurance Act has been appKed au
tomatically.

Shri N. C. Chatteijee: That is the defi
nition section.
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Shri Sadhan Giqita: Section 2 is the 
definition section, and it defines certain 
words which are also defined here and 
defined differently. What is the use of 
applying section 2 because that way it 
may causc confusion? And further in 
sub-clause 10 of clause 2 of the pre
sent Bill, the definitions given in the 
Insurance Act have been applied, where 
those expressions are not defined  in 
this Bill. Therefore, I should think that 
sub-clause 10 of clause 2 is a better 
provision than section 2 being applied 
which might cause all sorts of complica
tions. Therefore, would the Finance Mi
nister agree to* delete section 2 from 
the list?

Shri C. D. Deshmakh: I confess I
have not carried out a complete com
parison of the whole thing.

Mr. Weaker: My fear is that without 
a substantive section, clause 43  whidi 
includes in sub-clause (1),  section 2 
dealing with definitions, ône would not 
be useful. Sub-clause 10 of clause 2 
reads :

‘̂all other words and expressions 
used herein but not  defined and 
defined in the Insurance Act shall 
have the meanings respectively as
signed to them in that Act.”

Shri C. D. Deslimuldi: The hon. Mem
ber’s point is that everything that occurs 
in section 2 of the Insurance Act also 
is defined in... .

Mr. Speaken There is no  harm. 
After all, the one is a substantive sec
tion.

Shri Sadhan Gupta: The harm  is
there. For instance, in section 2 of the 
Insurance Act, ‘insurer’ is defined  in 
one way. In this BiD, it is defined in 
another way. So, if you say that sec
tion 2 shall apply-----

Mr. Ŝieaker: That means subject to 
sub-clause 10 of clause 2.

Shri Sadhan Gupta: That is not stated 
It is a better way of putting that  all 
other words. .

Mr. Speaker: In this Act, unless the 
context otherwise requires,

“all other words and expressions 
used herein but not defined and de
fined in the Insurance  Act shall 
have the meanings respectively as
signed to them in that Act.”

Shri N. C. Chatteijee: I am afraid 
that section 2 shall have to remain. If 
you kindly look at section 2„ you will 
find that it defines such terms as ‘policy
holder*, ‘approved securities’, ‘auditor’, 
‘banking company’, ‘Controller of In
surance’, and so on.  So, unless that 
section is applied, there will be a hiatus, 
and we do not know how the whole 
thing will work.

Shri Sadhan Gupta: All these defini
tions will come under sub-clause 10 of 
clause 2 of this Bill.

Slui N. C. Chatterjee: The wording 
here is :

“all other words and expressions 
used herein but not defined and de
fined in the Insurance Act shall 
have the meanings....”.

Supposing there is no such word as 
‘aK>roved  securities’, then what will 
happen? There will be a hiatus.

Mr. Speaken What he means is this. 
If any word is used in this Act, and 
if it  has not been defined here, then 
we shall have to look for its definition 
in section 2 of the Insurance Act. Even 
in sub-clause 10 of clause 2, it is only 
said :

“all other words and expressions 
used herein but not defined and 
defined in the Insurance Act shall 
have the meanings respectively as
signed to them in that Act”.

That is to say, for the other words 
which have been used in this Act, but 
have not been defined in this Act, we 
have to get their definitions from  tiie 
Insurance Act.

In clause 43, we find :

“The following sections of the 
Insurance Act shall, so far as may 
be, apply to the Corporation...

So, these two are complementary and 
supplementary to each other. It is bet
ter to have section 2 here.

Shri C. D. DeshmuUi: It is both for 
residual provision as well as for appli
cations so far as may be. That is to say, 
wherever there is an'instance as point
ed out by the hon. Member, when  you 
are dealing with an insurer, t̂  defini
tion under this Act will apply. But if 
there is nothing in this Act, the defini
tion in the other Act will apply. It is.
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as you say, supplementary and com
plementary. You will also draw on the 
definitions in the other Act. Therefore,
I think it is safer to have both.

Pandit Thakur Das Bhargava (Gur- 
gaoii) : This is exactly the  meanmg 
of sub-clause (10). If anything is de
fined here, that meaning shall be given. 
If you have not defined it in this Act, 
the meaning given in the other Act, 
shall be applicable to this Act. There
fore, reference to section 2 is unneces
sary. Sub-clause (10) of clause 2, by 
itself, secures the very thing which the 
hon. Member has in mind.

Mr, Speaker:  What  Shri  Sadhan
Gupta says is that if thC'Same expression 
is used in both the Acts and there is a 
definition in clause 2 of the prindpal 
Act which differs from the definition 
given in this Act, which will  prevail. 
But I find that there is no conflict, be
cause it will have the meaning as de
fined in this Act; if it is not defined in 
this Act, it will have the meaning as 
defined in {he "other Act.

Pandit Thakor Das Bhargava: There
fore, this reference to section 2 is im- 
necessary because sub-clause  (10)  ̂
clause 2 is very  specific. Either  the 
meanings are given in this Act or the 
words are not defined here. Sub-clause
(10)  makes the position quite  com
plete.

Mr. Speaker: Possibly there may be 
some words and expressions which are 
not used here, but  may be  defined 
only in the other Act.

Pandit Thakor Das Bhargava: Then 
those meanings  shall be  applicable. 
Therefore,  reference  to  section 2 is 
unnecessary.

Mr. Speaker: 1 shall now put the Gov
ernment amendments to the vote of the 
House.

The question is :

Page 19, line 16—

after the figure “25” insert ”27A, 
28A”.

The motion was adopted,

Mr. Speaker: The question is:

Page 19, line 21—

for ‘‘conditions or modifications”, 
substitute “conditions and modifica
tions”.

The motion was adopted.

Page 19, line 17— 

after “40A” insert “40B”

The motion was adopted.

Mr. Speaker: In view of Uie adoption 
of these amendments,  Shri  Tulsidas’s 
amendments need not be put. I shall 
now put all the other amendments re
lating to this clause to the vote of the 
House.

The question is :

Page 19—

for lines 9 and 10, substitute :

“Sections 2B, 3, 18, 26, 33, 38,

39,  sub-section (1)  of  section 

40A, sections 41, 44, 45, 46, 47A,

50, 51, 52, IlOA, HOB, HOC, 113, 

119, 121, 122 and 123.”

The motion was negatived,

Mr. Speaker: The question is:

Page 19, line 16— 

omit “35, 36, 37”.

The motion was negatived.

Mr. Speaken The question is:

Page 19, line 17— 

omit “113”.

The motion was negatived,

Mr. Speaker: The question is:

Page 19, lines 25 and 26— 

after “subject to” insert “annid- 
ment or”.

The motion was negatived.

Mr. Speaken The question is:

That clause 43, as amended, 
stands part of the Bill”.

The motion was adopted.

Clause 43, as amended, was added to 
the Bill,

aunsts 16, 35, 36 and the Schednie*

Mr. Speaker: Clauses 16,  ̂
are connected with the Schedules. T  ̂
amendments  relating  theac may be 

moved.

Mr. Speidcen The question is:
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Pandit l%mkmr Dw Bktae^ I beg
to move:

(i) Page 24— 

after line 2, add:

“Provided that in the case of dis
placed insurers relevant  actuarial 
investigations shall mean the last 
valuation only.”

(ii)  Page 24— 

after line 2, add :

“Provided that in the case of 
displaced insurers half of the sum 
resulting from the addition of  the 
four items given in paragraph 5 
shall be added to the first of the 
two  relevant  actuarial  investiga
tions mentioned in the Explana
tion.”

Shii Tulsidas ; I beg to move:

(i)  Page 23—

for lines 14 to 23, substitute:

Paragraph 1.— T̂wenty times the 
annual average of the share of the 
surplus  allocated  to shareholders 
as disclosed in the abstracts afore
said in respect of the last actuarial 
investigation  multiplied  by  a 
figure which represents the propor- 
,tion that the business in force dur
ing the calendar year 1955 bears 
to the average business in force 
during the calendar years compris
ed in the period for which the last 
actuarial investigation was made.”

(ii)  Page 23, line 18—

for “1950” substitute “1953”.

<m)  Pajes 23 and 24— 

omit lines 32 to 37 and 1 and 2 res
pectively.

(iv)  Page 24, lines 7 to 10—

vmii "where an insurer has ̂located 
to shareholders more than 5 per ccnt 
of any such surplus as is referred to 
therein, the insurer shall be deemed to 
have allocated only 5 per cent, of  the 
surplus and”.

(v) Page 24, line 8—

for “5 per tent” substitute : 

per cent”.

Page 24, line 11-

for “allocated any such surplus 
to riiareholders” substitute:

**al!ocated to shaieiKdderB any 
ĉh suiplus as is referred to there
in”.

(vii) 12—

for lines 1 to 8, substitute :

“(2) The amount'of the  compensa
tion to be given under sub-section (1) 
above, shall, in the first  instance, be 
determined by the Corporation in ac
cordance with the aforesaid principles, 
and if the amount so determined  is 
approved by the Central Government, 
it shall be paid to the insurer without 
prejudice to his rights under sub-section
(3)below, with interest at three and a 
half per cent, from the 19th January, 
1956, till the date of payment and that 
such payment shall be made before the 
31st December, 1956.

(3)  If such payment is not accept
able to the insurer in full satisfaction 
of the compensation  payable to him 
under this Act, he may within  such 
time as may be prescribed for the pur
pose have the matter referred to  the 
Tribunal for decision; and  where  the 
Tribunal orders to be paid to the in
surer any sum in addition to the prin
cipal sum paid to him under sub-section
(2)  above,  such sum  shall  be paid 
within one month of the date of the 
order of the Tribunal together  with 
interest on it at three and a half per 
cent, from the 19th January, 1956, till 
the date of payment.”

Shri Sadhan Gnpta: 1 beg to move:

(i) Pages 23 to 26—

for Part A substitute :

“Part A

The compensation to be given by the 
Corporation  to an insurer  having a 
share capital on which  dividend or 
bonus is payable, who has allocated as 
bonus to policy-holders the whole or 
any part of the surplus as disclosed in 
the abstracts  prepared  in accordance 
with Part II of the fourth Schedule to 
the Insurance Act in resp«;t of the last 
actuarial investigation  relating  to his 
controlled business as at a date earlier 
than the 1st day of January,  1955, 
shall be ten limes the  share of  the 
surplus so disclosed which was allocat
ed to shareholders. .

Explanation 1.—^Where no share of 
the surplus so disclosed was allocated to 
shareholders or where the share allo
cated was below 31 per cent, the share



m i U(e 23 MAY 1̂56 BiU 9282

allocated shall be deemed to be 3i per 
cent.
Explanation 2.—An insurer incorpo

rated outside India shall be deemed to 
have allocated to shareholders the same 
percentage of the surplus as disclosed 
in the abstracts prepared in accordant 
with Part II of the Fourth Schedule 
to the insurance  Act in respect of the 
last actuarial investigation as at a date 
earlier than the  1st day of January, 
1955, as the percentage of the surplus 
in respect of the world business of the 
insurer as ascertained with reference to 
the last actuarial investigation  relating 
to such business as at a date earlier 
than the 1st day of January, 1955 which 
is allocated to shareholders, such per
centage being computed subject to the 
provisions of explanation I and any 
amount in excess of 7i per cent being 
ignored:

Provided that in the case of any such 
insurer in respect of whom an order 
has been made under section 35, the 
amount computed as  follows shall be 
deemed to be the surplus

(a) there shall be deducted from the 
surplus as  disclosed  in the abstracts 
aforesaid, interest at 3i per cent 
annum for one ysar calculated on me 
assets specified in any order made under 
sub-section (2) of section 35;

(b) with respect to the balance ar
rived at under clause (a), there shall 
be computed an amount that bears the 
same proportion to the said balance as 
the liability on policies appertaining to 
the controlled business of the insurer, 
other  than those  expressed  in any 
foreign currency issued on the lives of 
persons who are not citizens of India, 
bears to the liability in respect of  all 
policies appertaining to such business, 
the liabilities on policies being comput
ed as the 31st day of December, 1955, 
in accordance with the provisions con
tained in clause  (b) of the  Secpnd 
Schedule:

Provided further that—

(a) in any case where the order made 
tjnder section 35 is with reference to 
sub-sectioo (2) only, the preceding pro
viso shall have effect as if clause (b) 
had been omitted therefrom; and

(b) in any case where the order made 
under section 35 is with reference to 
sub-section (3) only, the preceding pro
viso shall have effect as if—

(i) clause (a) had been omitted :

(ii)  in clause (b), the words, brackets 
and letter “with respect to the balance 
arriv̂ at under clause (a)” had been 
omitted; for the wonfe “the said balance” 
the words “the surplus”  had  been 
substituted;  and  for  the  words, 
brackets and letter “with the  provi
sion of clause (b) of’, the word? and 
letter “with method A specified in” had 
b̂ n substituted.

Explanation 3.—^Where an insurer is 
an insurer incorporated outside  India 
whose paid-up capital is outside India, 
the provision contained  in this part 
shall have effect as if a sum equal f 
that part of the paid-up capital of the 
insurer as determined by the  Central 
Government to be allocated to the con
trolled business of the insurer had been 
deducted from the surplus of the share 
which is allocated or deemed to have 
been allocated in accordance with the 
provisions of this part.”

(ii) Page 23— ^

for Ikies 5 to 30 substitute:

“The compensation to be given  by 
the Corporation to an insurer having a 
share capital on which  dividend  or 
bonus is payable, who has allocated as 
bonus to policy-holders the whole or 
any part of the surplus as disclosed in 
the abstracts prepared in  accordance 
with part II of the Fourth Schedule, to 
the Insurance Act in respect of the last 
actuarial investigation relating to  Ms 
controlled business as at a date earlier 
than the 1st day of January, 1955, shall 
be ten 4imes the annual average of the 
share of the surplus allocated to share
holders as disclosed in  the  abstracts 
aforesaid in respect of  the  relevant 
actuarial investigations multiplied by a 
figure which represents the proportion 
that the average business iti force dur
ing the  calendar  years 1950 to 1955 
bears to the average business in force 
during the calendar years comprised in 
the period between the date as at which 
tte actuarial investigation immediately 
preceding the earliest of the relevant 
actuarial investigations was made  and 
the date as at which the last of  such 
investigations was made.”

(iii) Page 23, line 13—

omit “or paragraph 2, whichever 
is more advantageous to the in
surer.”

(iv) Page 23, line 14— 

for  ‘Twenty  times” 
‘Ten times”.

substitute
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(V) 23. fines 16 to 23—

omit “multiplied by a figure which 
represents  the  proportion  that  the 
average business in force during  the 
calendar years 1950 to 1955 bears to the 
average business in force diiring  the 
calendar years comprised in the period 
between the date as at which the ac
tuarial investigation immediately preced
ing the earliest, pf the relevant actuarial 
investigafions was  made and the date
as at which the last of such investiga
tions was made.”

(vi)  Page 24— 

omit lines 3 to 6.

(vii)  Page 23— 

omit lines 24 to 30.

(Viii) Page 23, line 31— 

for ‘‘paragraph  1” substitute  “this
part’*.

(ix)  Page 24, line 4— 

for “(including  any bonus)” substi
tute “excluding  ̂bonuses)”.

(X) Page 24, line 7-̂- 

for “paragraph  1” substitute  “this
part*’.

(xi)  Page 24—

(i) line 8—

for “5 per cent.” substitute “4  per 
cent.”

(ii) line 10—

for “5 per cent.” substitute “4 per 
cent.”

(xii)  Page 24—

(i)  line 12—

for “3i per cent” substitute “3 per 
cent”. '

(ii)  line

for “3i per cent” substitute “3 per 
cent”.

(xiii)  Page 24, line 17—

for “paragraph  1” substitute, “this 
part”.

(xiv)  Page 25, line 31—  .

for “paragraph  1” substitute  “this 
part”.

(xv)  Page 25, line 35—

for “were inserted at the end of 
that paragraph and” substitute',

“were inserted before explanation 1 
of this part and immediately after the 
words “and the date as at which  the 
last of such investigations was made”.

(xvi)  Pages 25 and 26—

omit lines 36 to 39 and 1 to 5 res
pectively.

(xvii) Page 18—

after line 3, add :

“Provided further that nothing con
tained in this section shall affect  the 
right of any special agent to any over
riding commission in respect of business 
procured  by him through  insurance 
agents till immediately before the  ap
pointed day, if and when the payment 
of the annual premium in respect  of 
such business is completed.”

Shri C» p. Deshmakh: I beg to move;

Page 27—

after line 26 add :

'̂Paragraph 5.—If  the  insurer  to 
whom compensation is to be given under 
this Part is a displaced insurer, the com
pensation to be given shall be computed 
in accordance with the following pro« 
visions :—

Firstly, there shall be ascertained the 
losses incurred by the displaced insurer 
in respect of claims arising by deaths 
established by the displaced insurer to 
have been caused by the civil distur
bances which took place on the occa
sion of the setting up of the Dominions 
of India and Pakistan, the total loss 
being taken as the difference between 
the amounts paid as claims in respê of 
such deaths and the total amount of the 
actuarial reserve in respect of the rele
vant policies;

Secondly, there shall be ascertained 
the difference between the market va
lue as at the 15th day of Aû st, 1947 
of any immovable property in  West 
Pakistan belonging to the displaced in
surer and the market value thereof de
termined under Paragraph 3 of this Part, 
or, where any such immovable property 
has been sold before the 19th day of 
January, 1956, the difference between 
the market value thereof as at the 15th 
day of August, 1947, and  the  sale 
price;
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Thirdly, there shaU be  ascertained 
the amount of deposits held by  the 
displaced insurer in banks which could 
not be withdrawn on account of a mo
ratorium declared under any law for 
the time being  in force, to the extent 
to which such deposits  have  become 
losses;

Fourthly, there shall be  ascertained 
the difference between the market value 
as at the 15th day of  August, 1947, 
of any shares in any company now car
rying on business in West Pakistan hdd 
by the. displaced insurer and which had 
been acquired before the 15th day of 
August. 1947, and the market value of 
such shares as at the 19th day of Janu
ary, 1956.

The amount of compensation to be 
given to the displaced insurer under this 
Part shall '

(a) the amount which would have to
be given to him if this Paragraph had 
not been enacted, plus ^

(b) an amount which represents one 
half of the difference between the com
pensation which would  have  to be 
given to iiim if to the value of the as
sets  referred to in Paragraph 3 there 
had been added the sum of the four 
items  referred to  in  this  Paragraph 
and with respect to the liabilitî refer
red to in Paragraph (4), the life insu
rance fund had been increased by a 
like sum, and the compensation which 
would have to be riven to him if this 
Paragraph had not been enacted,

or

one half of the paid-up capital of the 
displaced insurer whichever̂ is less.

Explanation—Iroi  the  purposes  of 
this  Paragraph  ‘displaced  insurer 
means an insurance company whose re
gistered office during any part of the 
year 1947 was in any area now form
ing part of west Pakistan and whose 
registered office is now in India.”

Pandit Thakur Das Bhargava: I beg
to move ;

That in the amendment proposed by 
Shri C. D. Deshmukh—
(i) Before the Explanation omit:

“or

one half of the paid-up  capital  of 
the  displaced  insurer  whichever  is 
less”;

(ii)  in part (6) for “less” substitute 
“more.”

Shri Kesfaavaieiiger (Bangalore North):
I beg to move:

(i)  Page 30— 

after line 10, add :

“Provided that the chief agent shall 
have the option of payment of a lump 
sum amonnt of seven times the over
riding commission on renewal premiums 
earned by him in the year immediately 
previous to the appointed day.”

(ii)  Page 30, line 10— 

for “annually” substitute :

“to him or his nominees monthly”.

(iii) Page 30, line 10— 

add at the end:

“and also a lump simi amount com
prising of  ten  times  the  overriding 
commission on the fresh business  in
troduced by the said chief agent in one 
year immediately preceding the appoint
ed day.”

Shri S. V. Ramaswamy (Salem): I
beg to move:

Page 27—

after line 36 add:

“Part D

The compensation to be given by the 
Corporation to an insurer of less than 
twenty years standing or having only 
a business of less than three crores shaU

(1) Twenty times the annual average 
of the share of the surplus  of li per 
cent, allocated to the shareholders in 
their latest valuation; or

(2) on the basis of treating  their 
business as on 19th January, 1956 as a 
closed business by taking over enough 
assets to meet the policy-holder’s liabi
lity by an actuarial valuation, the prin
ciple of which is to be determined by the 
corporation and" accepted by the com
pany and leaving the balance of the 
assets, if any, with the  company for 
the benefit of the shareholders, wWch- 
ever is more advantageous to the insu
rer”.

Mr. Speaker: AU these amendment# 
are now before the House.
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Slurl Tulsidas: First of aM. I  diaU 
refer to amendment  No. 13 to clause 
16. This clause provides for the deter
mination of compensation by the Cor
poration. My amendment provides that 
the compensation, as determined, shall 
be paid, and if it is not acceptable, the 
<iispute shall be referred to the Tribu
nal. It also provides for payment of in
terest at 3i per cent, on the sum pay
able from the 19th Januarŷ 1956  till 
the date of payment.  It also puts a 
time-limit  within  which the payment 
should be made. My amendment  also 
provides that the reference to the Tri
bunal should only be in respect of any 
balance of compensation,  and the ba
lance, if any, shall be paid within the 
time-limit with interest.

Insurers have been deprived of their 
business since the 19th Januaiy 1956. 
This Bill lays down the principles on 
which compensation should be deter
mined. It is essential that this process 
is expedited, and that  compensation 
should be determined as soon as possi
ble. We have already provided for Gov
ernment’s sanction to the Corporation’s 
estimates. There; should be no dilatori
ness in this respect, as happens in most 
cases with Qovemment. It is not fair 
that they should take away the business 
with the utmost promptness and when 
it comes to paying for it, they should 
take their own time. I, therefore, sug
gest that payment should be made be
fore the 31st  December  1956, and 
want to see that it should bear interest 
at 3i per cent, from the date of taking 
over (19th January 1956) to the date 
of payment

I may mention one thing here. The 
Bill provides for offer of compen̂tion 
and this offer is acceptable only in full 
satisfaction  of compensation..  This, I 
think, needs modification. The princi
ples on which compensation is to  be 
determined are laid down by law.  If 
there is a dispute, it is a justiciable dis
pute. The Bin already provides for ap- 
X>eal to the Tribunal. Is it then fair to 
penalise the appeUant by providing that 
he shall not receive compen̂tion till 
the Tribunal decides? There is no dis
pute regarding the amount determined 
by the Corporation; the dispute is only 
about possible excess.

Why then provide for the sum  so 
determined? I would urge that the sum 
<!etermined by the Corporation should 
just now be paid to the insurer and in

case of disputes regarding excess, that 
point alone should be  referred to the 
tribunal. If the tribunal orders anything 
to be paid, such amount should be paid 
within one month of the order with 
interest from the 19th  January 1956 
till the date of payment.

I would like to add one more point. 
As soon as nationalisation was ordered, 
bonds were issued which had interest 
accruing from that date. When the busi
ness of the company had been taken 
over from the 19th January 1956, the 
interest would accrue to the companies 
from that day. That is the point which 
I am making and have made in accord
ance with my amendment. I suggest that 
if there is a dispute, it can be refer
red to the tribunal.

I will refer now to the schedule. I 
find in the House an atmosphere that 
compensation has been paid more la
vishly or it has been paid more  than 
what the companies are entitled to. The 
hon. Finance Minister has rightly put 
forward his view that compensation is 
not in fact generous and that he consi
ders it to be fair. I only hope that the 
House would realise the work of this 
industry. Soon after we had our Inde
pendence, there was the  question of 
partition and then difficulties arose. Be
fore Independence, a very large portion 
of the business was in the hands of 
foreign companies; soon after Indepen
dence, for two years the Indian com
panies had to suffer in a bad way due 
to partition. Until 1950 there was no 
stability with regard to increasing the 
business. In 1956 when this industry 
was taken over, 80 per cent, or more 
than 80 per cent, of the business in In
dia is conducted by Indian insurance 
companies, and not foreign companies. 
The record of this industry, in my opi
nion, is a very wonderful one in spite 
of whatever things other people may 
have to say against it.  These Indian 
companies have largely increased  the 
business in five years; in the last year 
alone, the business increased to a con
siderable extent. I only hope that the 
Corporation would try to increase the 
business to such an extent as it had 
been possible to increase for all the 
companies  put  together̂  As regards 
compensation,  as you took over  the 
companies’ business on the 19th Janu
ary 1956, at least they are entitled to 
get their compensation on the day their 
business was taken over. But here  the 
schedule says “the average of the last



8̂9 Ufe Inswana 23 MAY 1956 CorporaHon BUI 9290

two valuatioos”, which means from the 
year 1950 to 1955 inclufflve. tt n^s 
that you take the value on the basK 
of the year 1952 and not on the b̂is 
of 1955, if you take the average  for 
the last six years. As 1 explained  to 
you, the record of this industry is real- 
W one of the best in this country and 
yet you pay the  compensation  three 
years behind, that is, valued  on  the 
basis of the year 1952 and not 1955. Is 
it fair?

The only thing that the Select Com
mittee has done is to include the year 
1955, but the average is still being kept 
up on the basis of the year 1952.  1
should like the Finance Minister to take 
into consideration the fact that this 
dustry as a whole has done their job 
in a wonderful wav and that, therefore, 
the industry should be  compensated 
on the basis of the value on the day 
it was taken over.

Let me submit another point. If you 
see the records of the valuation  and 
the experience of how the valuation has 
been done, and also what is taken mto 
consideration before fixing the preimum 
and the bonus, there has always b̂ n 
a margin of 20 per cent in what they 
had already provided. This margm ms 
not been taken into consideration, w- 
cause the valuation which has to be 
done in 1955 is to be done on the basis 
of the previous valuation and increas
ing it on the basis 9f the further busi
ness done. Here again, there is a safety 
margin of 20 per cent, in the valuaUon. 
That again these companies do not get 
now. I am not saying that you pay them 
full, but you do not pay them even ac
cording to what the compames  have 
been able to get in the way  or sur
pluses, or have been able to get m the 
way of a certain amount of business on 
the basis of their experience.

There is a feeling in this House that 
whenever the question of compensation 
is taken up, there are only 10 or 20 
people in the counfiry who will get it. 
But there are 50,000 or 60,000 share
holders who get this compensation and 
not 20 people. I do not see any differ
ence between a shareholder of a com
pany and a worker of the  company 
which my hon. friends on my right al
ways make.

Shri NamWw (Mayuram): There is 
a world of difference.

Shri Tulsidas: The very worker  in 
an insurance company is also a share
holder- the  hon. Member  does  not 
realise that. The worker 
ranee company is a shareholder as ŵ , 
the workers in the banking complies 
and other companies are  sharehoiaers 
of the companies.

Mr. Speaker. Does he mean mutual 
companies or proprietary compames?

Shri Tubidas:  Not mutual compa
nies.. The surplus goes to Ae 
holders. In the ordinary shareholding 
compames, the shareholders are  the 
common people who hold a côider- 
able percentage. In New In̂ a, for ̂  
ample, there  are more  tĥ 15̂  ̂
shareholders who hold more than 50 to 
60 per cent, of the shares. Is it not pos
sible for a worker in a bankmg wn- 
cem or an insurance concern to v̂e 
a saving of Rs. 200 a year with which 
he can hold four or five shares in the 
company?

The Oriental is “
example for the figure of Rs. 8j0<» » 
be paid to the shareholder. As the Fiî 
ance Minister himself raises, 
ental was started about 70 or 75 years 
back. A year back the . Oriental was 
wanting to make a mutualî d ̂ mpW 
and pay compensation to the sharehold
ers. According to the valuaÛ ^ne 
by the actuaries, the shareholder womo 
have got Rs. 8,000 one year back. What 
is the compensation that they will get 

now?

Shri Nambiar: That is why  it was 
not permitted by the Govemmem.

Shri Tidsida®: The Govenment  did 
not want it because then nationalisation 
came up. But if there was Pf 
of nationalisation, they would have de
cided to give Rs. 8»000 to 
holder. That was the value. Under &e 
present scheme, the shareholder might 
get Rs. 4,400. according to the Finance 
Minister. My hon. fnend, gie Mimster 
of  Revenue  and  Civil  Expen̂ture, 
usually says that he is always the re
presentative of ftie labourer and 
worker and, therefore, he is not mter- 
ested to pay us. He is always interested 
to bring out malpractices, but̂he  d  ̂
not realise that it would recoil on  his 
work as well.

The Deputy Mhiister of Fliî JShri 
B. R. Bhagat): A section of the House 
says Aat.
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Shri Tulsidas: 1 am glad  the ôther 
Minister has at least a sense of fairness 
to try to understand the point of view.

Shri Nambiar:  It means that  the
other Minister is unfair.

Mr. Speaker: No such inference.

Shri Tulsidas: I wish to say-----

The Minister of Revenue and Civil 
Expenditure (Shri  M. C. Shah):  It
will be a compliment if I do not accept 
Shri Tulsidas’s suggestions, which  are 
always generous at the cost of others.

Shri Tulddas: The Select  Commit
tee has increased the figure from 3 to 
3i per cent, and very few companies 
are going to benefit. TTie Oriental could 
stUl get the benefit because it has still 
been allocating about  3 88 per cent. 
Under the Insurance Act, out of  the 
surplus valuation,  the company  can 
give  its  shareholders  7i  per  cent 
92i per cent belongs to the p̂icy-hdd- 
ers. The Oriental allocated, on their va
luation in both 1951 and 1954, 3*8 per 
cent  and they will be getting on the 
basis of 3*8 per cent. That is the largest 
amount of compensation that this com
pany win be able to get. Most of the 
other companies have been  allocating 
7:5 per cent. Before the 1950 amend
ment, according to the Insurance Act, it 
was 10 per cent. In other countries, the 
allocation was to the extent of 10 per 
cent. What has the Select Committee 
done? It has reduced  it from 7i per 
cent, to 5 per cent. The funny part of 
it is that even this Corporation which 
they are providing will be entitled to 
get 5 per cent, of the surplus of those 
companies which have been working for 
all these years. They have been given 
valuation on the basis of the position 
in 1952. TTie safety margin of 20 per 
cent, which has been there has not been 
taken into consideration. Although the 
companies have been getting 7i per cent 
till now, the Corporation or the Gov
ernment does not agree to that figure 
now. Is it fair? The hon. Finance Minis
ter said yesterday that he wants to be 
fair and not overgenerous. I do not want 
him to be overgenerous; I only want 
him to be fair. We are not paying the 
companies <mi the basis of the present 
valuation of the  companies. We are 
only capitalising to the  extent of the 
earning of the company. The reserve 
funds of the company, whatever  they 
may be, wiU be taken over by the Cor- 
Doration. This Corporation also will be

getting 5 per cent of the surplus. There
fore, whatever  compensation is paid 
will be paid from the very funds of 
these companies. Within a short space 
of time, the Corporation will be able 
to get all the compensation which  it 
has paid from the funds which they 
take over from the companies. It is not 
the Government funds or the public 
funds which will be paid to these com
panies.

Shri Nambiar: From the share capi
tal, they cannot  meet it.

Shri Tulsidas: The Corporation  is 
also entitled to take 5 per cent, of the 
surplus and this will continue in future 
years also. So, within 5 or 7 years  it 
will get back all the amount that it is 
now paying as  compensation to the 
companies.

The other point that the Finance Mi
nister has been kind enough to consider 
is the question of displaced companies. 
I am glad that he is going to bring an 
amendment also in this respect. I do 
not know what are the points which will 
be taken into consideration. I have got 
a case here in which the  company 
aJone has got claims for about Rs. 80 
lakhs for the property they have lost in 
Pakistan, for which they have put in a 
claim. I do not know to what extent 
that loss will be made up....

Pandit Thakur Das Bhargava: Apart 
from that, the amendment No. 209 ap
plies not to such companies, but  to 
those  companies which come  under 
Part B.

Shri Tulsidas: I would like the Fin
ance Minister to consider  this aspect. 
You are taking over a going business, 
a first class type of business, and there
fore, you have to pay compensation at 
least to those companies who  have lost 
assets in Pakistan. The Government is 
bound to get back those amounts from 
Pakistan and therefore the  companies 
also must be paid compensation for this 
loss. I would like him to consider this 
aspect not in an overgenerous way, but 
only in a fair way. The valuation is to 
be done on the basis of position  in 
1952 and not 1955, the day when they 
are taking over.

I have given two alternative sugges
tions in my amendments Nos., 40 to 45. 
My amendment No. 41 is alternate  to 
amendments Nos. 40 and 42. If the Fin
ance Minister does not want to give on
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the basis of the position at the end of
1955, instead of having 6 years’ average 
make it 3 years’ average—1953, 1954 
and 1955,  I would much prefer  the 
acceptance of amendments Nos. 40 ̂and 
42, but if he does not want to do it, I 
am agreeable to three  years’ average 
being taken.  •

Shri Nambiar:  What will be the
amount involved if your amendment is 
accepted?

Shri Tolsidas; I do not know, but..

Shri Nambiar: We have to pay from 
the Exchequer three crores of rupees 
more.  •

Shri Tulsidas: Whatever amounts you 
pay will be recovered by the Corpo
ration from the surplus which it wifl 
be getting in future yean;.

My amendment No. 44 says *‘6i per 
cent” instead of “5 per cent”. For those 
companies which have not given any 
allocation, you are prepared to give up 
to 3i per cent.  For those  companies 
which have given up to 7i per cent allo
cation, you want to reduce it to 5 per 
cent. I am trying to effect a compromise 
by amendment No. 44 and put 6i per 
cent.

I would like the Finance Minister to 
consider all these points which I have 
mentioned. I hope  he will not become 
dogmatic. He has said that he  wants 
to be fair. I also do not want him to 
be overgenerous, but only to be fair 
in considering the points I have raised.

Shri Sadhan Gupta:  I very  much
regret that the Finance Minister  has 
thrown out a suggestion that the com
pensation is fair though not generous. 
I shall try to show, as I proceed, that 
from the point of view of society,  the 
compensation is certainly not only gene
rous, but it is unconscionably overgene
rous- I will try to show that from the 
point of view of society, it is generous
ly unfair.

Before, I do that, let me try to mert 
the claimants for compensation on their 
own grounds. They claim compensation 
because they claim the exclusive credit 
for developing the insurance business. 
If we look at the way in which the in
surance business  has developed,  the 
kind of thing that was taking place due 
to makompetition between the insurers

and the large lapse ratio, is unprece
dented. Malpractices, even of the cn- 
minal kind of misappropriation of cer
tain funds, and malpractices which per
haps they do not consider to be mal
practices, namely,  the diversion  of 
funds to the undertakings in which me 
authorities of the insurance companiw 
are interested, are ramp̂t in the b -̂ 
ness. When we are considering all that, 
the operation of the Indian insurers re
veals a very sorry state of affairs and 
it certainly does not deserve any credit 
for developing the business.

There is also another side to it. All 
the credit for the good business they 
have done does  not go to them. For 
quite a time past substantial tax reliefs, 
income-tax reliefs, have been granted in 
respect of premium paid. That has had 
a considerable  influence  in inflating 
their business. Then, for the last five 
or six years we have b̂ n incurring 
heavy public expenditure in connection 
with many activities. The result of  the 
public expenditure may not have  led 
to the benefit of all classes of people 
in this countr>%  but it is undeniable 
that it did have some effect in raising 
the incomes of certain sections of the 
people and from that too the life in
surance  concerns had benefited.  Then 
again, the rise in the bank rates  had 
raised their interest earnings.  AH tiiat 
windfall they have had without  any 
effort on their part and due to extrane
ous circumstances. Therefore, if they 
claim credit for the whole growth  of 
business, it is a very undeserved claim 
and it should not be  entertained. If 
compensation is to be paid on the basis 
of the contribution to the grô h  of 

 ̂insurance business, certainly the State 
which has contributed to it by m̂sures, 
direct as well as indirect, is entitled to 
a part of it; that is to say, it is entitled 
to retain a part of the money which 
the insureres claim by way of compen
sation.

Not only that. The insurers in India 
have also built up their business partly 
at the expense of policy-holders. It  is 
well-known that the reserves kept by 
Indian insurers against policies are much 
lower than what̂are kept by foreign in
surers. Sir, I understand on expert au
thority that, if the same kind of reseiyes 
were insisted upon in the case of Indian 
insurers the biggest of Indian insurers 
would have gone insolvent. I think the 
Finance Minister also will bear me out 
in regard to this statement. The result
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is that the surrender value on policies 
in the case of most Indian insurers, I 
am told, is much less than the surrender 
values in the case of foreign insurers 
to thiŝextent that often it is even one- 
third of surrender values at  certain 
stages. This shows that they have con
ducted business not on proper lines; 
they have  often played ducks and 
drakes  with the policy-holders’  money 
and thereby enriched themselves. They 
have gone to the extent even of misap
propriating and misapplying funds  in 
many cases and, in any event, they have 
built up the profit for themselves and 
for the shareholders at the expenses ot 
the policy-holders  by  keeping  much 
lower reserves than are kept in many 
places in the world. Therefore, it is 
idle to say that they should get  the 
•compensation for the entire  business, 
the entire profits they show to share
holders.

As to whether we should or should 
not guarantee those profits; whether we 
should or should not take into account 
those profits in calculating compensa
tion, I shall come to later, but I want to 
•emphasise here that even from their own 
point of view, the amount of compen
sation they claim is not justified.

Sir, the Bill proceeds on the  basis 
that compensation  should  be on the 
capitalising  or the estimated  earning 
capacity. The calculation obviously is 
that a return of 5 per cent is to be as
sumed and on that basis 20 years earn
ings are to be  capitalised.  Now, of 
course, I am not going into the question 
whether his comĵnsation is fair from 
the capitalistic point of view; what has 
been the growth of business recently 
and how the reckoning of averages fails 
to take into account or does take into 
account the recent growth of business 
and all that. I am not going into these 
matters because,  from  the point  of 
view from which 1 look at the thing, 
those questions are irrelevant.

The insurers want 20 years’ possible 
earnings as compensation. The Govem- 
Tnent wants to give 20 years’ average 
earnings. May I put one question, Sir, 
to t̂«ose who want to capitalise earnings 
at 20 years ? Some insurance companies 
appoint bank peons. Suppose in  the 
course of taking some money  of  the 
insurance company the bank  peon is 
attacked by gangsters or decoits and be 
gets killed. He loses his earning capa
city. His family is stranded. Now, sup
pose he was getting an income of Rs.

90 a month. Can any insurer say that 
he would pay the peon’s family a com
pensation  of 90 X 12 X 20—1̂  think it 
comes to Rs. 21,600? If that was sug
gested, I am sure every insurer would 
say that it is preposterous. I can assure 
you that most of the insurance com
panies would be able to pay it.  They 
aj-e solvent enough. At least many insu
rance companies would be able to pay 
it, but they would oppose it on prin
ciple and say that it î preposterous.

Now, a worker, an employee  who 
loses his earning capacity, whose family 
is deprived of his income  because  of 
something suffered in the  course  of 
employment, in his case it would be re
garded as preposterous. As a matter of 
fiact, the same kind of attitude has been 
adopted by our legislation. A workman 
' gets only 3i years under the Workmen’s 
Compensation Act. Under the Industrial 
Disputes Act, a person with a service of 
20 years gets only 11 months.  Under 
this Act, when a person  leaves your 
employment after rationalisation, he gets 
only three months and even less  if 
his contract provides for  less.  Under 
those circumstances, can there be  any 
talk of fairness in demanding compen
sation to 20 years. So, the best that an 
employee can expect is compensation or 
a retirement benefit of about 8 years. 
For example, if he is having a Provident 
Fund and calculating it at the highest he 
gets 10 per cent contribution from the 
company. So, if he is in service for 20 
years he gets only two years’ average 
earnings by way of  Provident  Fund. 
Then, by way of gratuity he gets only 
one year and eît months on a maxi
mum and often it is only one year and 
three months because it is limited  to 
15 months. Therefore, the result is that 
in the case of an employee, a man who 
earns by the sweat of his brow would 
get only three years, at the most four 
years when he is bound to retire  or 
lose  his  earning  capacity.  If 
he  retires  earlier  and if his earning 
capacity is lost, he gets less. That is the 
position in society. Must we compensate 
people who have done nothing except 
merely to invest money at great risk? 
Shri Tulsidas has asked why do I make 
a distinction between workers and share
holder. The shareholders are workers 
and the workers are shareholders. Very 
well, but I do not agree with him en
tirely.  It is a fact that in the case of 
the biggest insurance companies, people 
by themselves or through their family 
members or relatives control blocks of 
shares and they would get rich by tiiat



9297 Li fe Insurance 23 MAY 1956 Corporation BiU 929S-

prooedure.  Bi* even if  wprkers are 
shareholders owning one share or two 
shares, they do not depend for * their 
livelihood on their income  from  the 
shareholdings. Their position as a work
er is different from  the  position of 
a shareholder. To safeguard their posi
tion as a shareholder, to give them  a 
reasonable  chance, I have  proposed 
certain amendments to which I  shall 
come later. The ̂distinction is between 
a iwrson in the capacity of the service 
which he renders to  society— ŵhether 
he renders a substantial service or ren
ders no service at all or very little ser
vice.  Now, a worker’s service  cannot 
be compared to a shareholder’s  even 
if it be rendered by the same person. 
Therefore, some difference, and what is 
more, some balance must be maintained 
between the principles which are appli
cable to a worker and the  principles 
which are applicable to a shareholder.
It is this social balance that I plead for.

Now, it was said that there is no jus
tice in this. Shri U. M. Trivedi inter
jected and asked why should you do 
injustice for the fear of paying more. It 
is not the fear of paying more. It is 
because we must itick to certain  so
cial principles. If a capitalist is not wil
ling to pay the employee 20 times his 
annual earnings when he is deprived of 
his earnings, he has no right to claim 
from society 20 times his annual earn
ings. That is the way I look at  the, 
thing. Therefore, the question is  this: 
what principle should we adopt for de
termining the  compensation? I think 
the principles are clear. Since we can
not guarantee to every section every 
pie that one is supposed to be able  to 
earn for eternity, we have to adopt 
some other principle, and what is that 
principle?  It  is this :  compensation
must not be so excessive that it is de
prived of all balances as between dif
ferent classes in society, placed in simi
lar circumstances. What I say is, otie 
kind of calculation should not apply 
to a worker and another kind of calcu
lation should not apply to the capital
ist.

Secottdly, compensation should  not 
be so meagre that the person receiving 
it would be deprived of a reasonable 
chance of rehabilitating himself from 
it. Supposing, he has been entirely de
pendent on ir, it would be difficult for 
him to carry on. Therefore, I  have 
suggested certain amendments  which 
would be in  conformity  with  both 
these principles.

What I would like most is that pay
ment should be ten times the annual 
average of the business as envisaged 
in the previous Bill. That is to say, the 
previous Bill envisaged 20 times,  but 
what 1 suggest is, tep times for  all, 
whether they are governed by paragraph 
(1) or paragraph (2). There should be 
no distinction between  paragraph (1) 
and paragraph (2). For this purpose,
1 have moved amendments 131, 132, 
112, 133, 134, 113, 136 and 138 to 141.
If you want to give more—although I 
would not personally  agree—I would 
suggest ten times the annual average, 
takmg into account the business  from 
1950 to 1955 according to the present 
scheme, that is to say, half the amount 
which is suggested in the present sche
me, on a uniform basis without distinc
tion between paragraph (1) and para
graph (2).

Then, I would go further.  Even if 
this suggestion were not acceptable, 1 
would say that you should allocate ten 
times the last suiplus allocated. Allocate 
that amount and be done with it. But, to 
go further thsui this is absolutely im
permissible. If you allocate ten times 
the last surplus which shareholders re
ceived, they get ten years’ dividend. For 
ten years they are certain of their posi
tion. In the meanwhile, they can make 
shift for themselves. They are in a very 
much better position than an employee 
who is thrown out of his job. Therefore 
whether the shareholders are rich  or 
poor, this would do  every  justice to 
diem.

Then, I would also plead that if  the 
present formula is being maintained, it 
can be done with certain modifications. 
Firstly, in calculating the amount  of 
compensation, bonuses assured should 
not be taken into account. The amount 
should be calculated only on the  sum 
assured, and therefore, I have moved 
amendment No. 135 for this purpose.

Further, the maximum limit of the 
permissible allocation for the purpose 
of  calculating the compensation should 
be reduced from five per cent to four 
per cent and the minimum limit should 
be reduced to three per cent. My rea
sons are these. It is sought to repre
sent that the insurers undertook great 
sacrifices by voluntarily limiting  their 
allocation to below 7+ per cent.  It is 
nothing of &e kind. They were trying 
to attract business by giving more bo
nuses to policy-holders than others. That 
is why business came in and greater
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and greater business came in. As a re
sult, what they would have gained  by 
allocating 71 per cent would have been 
less than what they gained by allocat
ing 3 8 per cent Or 4 per cent or even
3 or 2 per cent. That is why, to attract 
business by offering allurements to peo
ple by way of greater bonuses,  they 
limited their allocations. It shows that 
the shareholders were quite  satisfied 
with the percentage of locations and 
they consider it fair to themselves. Nô 
why should we increase the allocations? 
If some people allocate it at 7i per 
cent, it shows that they were in a posi
tion to appropriate more money tĥ 
what is considered to be fair. In  big 
companies like the Oriental, 3:8  per 
cent is considered to be fair. Therefore,
1 suggest that the maximum limit should 
be placed at four per cent

Similarly, as regards those who could 
not allocate much and who could  not 
allocate more than 3 per cent, there is 
no reason why they diould get more 
than 3 per cent. Even those who have 
allocated nothing will get  3 per cent 
under the formula. Those who have al
located one per cent will also get 3 per 
cent. Those allocating 2 per cent will 
get 3 per cent under my formula. There 
is no reason for giving them 3i  per 
cent, because it i§/ by no means certain 
that they would be in a position to al
locate 3i per cent in the service at 
any time.

Therefore, I would suggest that my 
amendments seeking to put in a com
pensation formula are accepted, or at 
least the maximum and the minimum 
limits should be reduced.

As regards comoensation, I have  to 
say that I would, *if left to myself, not 
agree  to grant compensation in the 
light of those amendments.

I think even that upsets the social 
balance. But, I am in the position of 
having to part with a part of my pro
perty in the face of attack by bandits. 
Therefore,  in these circumstances,  I 
would agree to part with more than  I 
should normally be willing to.

2 P.M.

I have only one  other matter  re
garding clause 36 about special agents. 
There is one  thing regarding special 
Agents to which I want to draw  the 
attention of the Finance Minister. It is 
provided in clause 36 that the special

agents' contracts are to terminate  and 
they can claim no rights. The  special 
agents may have  procured  business 
through  agents up to the  appointed 
date. Normally they would be  entitled 
to renewal commission of 15 per cent 
on that business. As the clause at pre
sent stands, they would not be entitled 
to claim even that overriding commis
sion after the appointed day although 
the Corporation  might have received 
premium in respect of that busmess. I 
think it is fair that  when  a special 
agent has procured business under the 
contract and the Corporation  is re
ceiving the benefit  of the  premium 
then, the special agent should be given 
the renewal premiiun which would have 
‘ been due to him.  Therefore, I have 
given notice of amendment No. 204 
where I want to add at the  end of 
clause:

“Provided further that nothing 
contained in this section shall af
fect the right of any special agent 
to any overriding commission  in 
respect of business procured  by 
him through insurance agents till 
immediately before the appointed 
day, if and when the payment of 
the annual premium in respect of 
such business is completed.”

I think it would be fair to  special 
agents to give them the right to earn 
commission on the business given  and 
pay them compensation for the earn
ings of which they may have been de
prived of by reason of termination of 
the contract.

 ̂  ̂I  TRT

fjT# ^  ̂ 'TT

arrftn: fer ̂  i

 ̂  t ‘  ̂
r«4<STT ̂  ^   ̂ ^

 ̂̂
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^    ̂ fer ̂ TTf

 ̂ 3T̂   ̂I zTHt  fenrr

t%5T  3TT̂) ̂  3T̂ fêT

T̂Rrr t  ̂f̂nrr ^^ f t#

 ̂viHVl  ̂f% tiHiHi

TW)W  3rar ̂  ̂sfTq" I snr̂ IT̂ q’ fspzff

F̂TT ̂   ̂d <1+1 qr

TO ?Rn:  i  ̂ ̂  ̂ >rr =̂t1̂ f%

 ̂ ^  ?TRT ̂

NiW'bl  ̂'»11<4 I

 ̂   ^ ̂   ST̂ mV ̂  ̂

 ̂̂  t̂̂TT -qif̂q  r̂r̂

 ̂  ̂«(K   ̂̂TRT I

i% "Ft T̂R" f̂nrr

(»nft) tj fnf̂ <

(f̂  ̂nft) f,  5HR  T̂T̂ ̂  ̂ «

# ̂    ̂ i ^

 ̂ f̂RT  <̂ n̂T  ^

irmr i ̂   w   ̂ 5ft 

îrNn* arRrr ̂ ̂  sRPifwt ̂ #

 ̂  ̂  («R̂ <y|)  f%qr  ̂ ^

^ <.+'H   ̂ ̂ ̂ ̂  'STW I

3̂«TV 3Ĥ SR’f̂ftrTO' (sf-̂Hl) "T̂ 
t̂̂ ̂  f̂ ̂»TTf̂ »T̂ ̂ I

3R n̂?TT =̂Tpr f I irq  ̂(#rfN̂) 
-:(o%̂ T̂ 3TR<̂  ̂ (m̂-

^  ̂ ) ̂ ̂  (̂ r̂ )   ̂t

 ̂ ^ =ET̂ ift f ̂ -

 ̂5 g I  ̂ ̂  W
*nŵ # wt  t> ̂ T̂ORTT

f  ̂ ̂   t..............

S#uri Û M, TriTedi:  Is there  an
amendment to amendment No. 209?

Pandit Thakur Das Bhaî va:  Yes.
I have moved my two amendments to 
amendmwit No. 209.

Shri U. M* Trivedi:  Does  it  say
monthly payment?

Pandh Thakiir Das Bhargava: Previ
ously, there was another amendment in 
the amendment paoers. That said mon
thly. I spoke on ii two days ago.

Shri U. M. Trivedi: Do they agree 
to that?

qflfw sm ̂  ̂ mhr • I do not knoŵ

 ̂ # spr̂RT

f I  ^ T̂q%^%^ |̂iV?rrqrr

 ̂ t  ̂   ^
I 2TT  ̂   ̂ TTq=̂

^   qn̂iid̂ ̂  ̂   |, ;j?t% ̂

#  1

 ̂#qK i % ?TPT ^

f̂t̂ ^

pIT I  ̂ 5IJ  I ̂

5R̂ f̂err w  t,  ̂ snf̂

t  ̂  ̂ ^   ̂?rff I

f%   ̂  ferr  ̂  ^

(?TRf̂ )  ftr

 ̂  ̂   ̂ w  friW (HhRm)

 ̂ ferr w   «TT,  5̂rif|̂  5̂

 ̂  ̂\ ^

 ̂?r# R̂TTT  ̂   ̂?

 ̂  ̂   ̂ (5F )̂ w
 ̂  (f̂r̂ TTT̂) «ft ̂3̂

4 #  ̂  ̂  ̂ cRt̂ ^

 ̂ ̂    ̂  ̂^
JT  ̂  ̂  ̂ 1̂  iTRT

(ftnTTZRff)

 ̂ (?3 )̂

 ̂ ^  ̂  I  (TTJq-) % 1^

 ̂ 4'  ̂ ;3̂

 ̂  ̂  fkm ̂  I 3ft  =Ft̂  ̂I

 ̂ ̂    ̂̂   1  3R-

%   ̂iRT?:  ̂  t ̂  ̂

5̂  (^)

 ̂ ̂   ?rrT ̂3̂   apt ̂  ̂

^ 11  t  % 

f fV iRT̂

WT̂  (iTR̂ ) % »Tdl(44>

 ̂ 3̂TTW? %  ̂ ^

=3rnT̂ #̂ ?r?3Jn:̂
=̂rf|̂ f% ̂  <5t̂



Life Jttsunoice 23 MAY 1956 Corporatiom Bill 9304

?RT  ̂ I  ^

fesrr  ̂  r̂fNmx ^

f  ^ t ^

^  I 5TPr̂ ̂   ^
jft  (  ̂Mfd ^)  tilVn  ̂̂TTT  ^ 

t‘ I iR- ?rnT   ̂f
^̂ 3̂

fV  I, ̂  ̂  I,  frPTî
(  ̂ ̂ ) t •  ̂  ̂ ^  ̂R?TT
[̂T̂ i  feRT  ̂?rN  t
?TR  HHs  ̂ ^

(̂nrnr) % w ̂  ̂  ̂  ̂
 ̂̂ TRT  ?H W  (5Hf̂ )  ̂̂5n̂ t I

w   ̂2111  ̂  ̂fi ?iFr 3̂̂  ̂ I

WT '3̂‘fi'l ̂  ̂ I Hf'tvH ̂TT̂ 

4'   ̂ TfT 5TT 1%?  ̂  ̂^

f̂sRt̂ft ̂  ̂  ̂  HW % f̂?ft

4<nr+ ̂TTT ^  ̂   f  ^

'OTT ̂iTq%̂ ̂  ̂  ̂ n̂r f' I f̂%7f ̂t*

 ̂̂  # W fW f̂ (̂TMNm") ̂  
 ̂»T̂ ti-M̂   ̂ ̂ft̂T ̂   1

?TFT (̂3̂Rm-  %) I  t»

^ ̂ r̂aFh* fcrr ̂  f i ̂  ̂
MsftrJJT ̂  ̂   ?flT ̂ RlR % ̂  #

^ 'H+dl ̂ i% ftr?T ̂  cT̂ ?nT 'H’MM'jII 

 ̂ I, ̂  ^ ̂  ̂   I

 ̂̂*̂5̂di i fV ̂   ?rrT ̂ t| I'
 ̂iHif̂  "?!# I,  ^
 ̂?if   ̂̂  51# fr̂r 1 1

^ w ̂
ci«l>Cl< >dH«M d«̂0̂  ̂̂  WT.

n ̂tfT ?TT fTR Tf W I  tT̂

(<tiW4̂ l̂)  ̂̂  5̂iT5RT   ̂ t

gwT w^mr (̂PRmr̂)

 ̂̂  TOT̂nsrr   ̂ ^ f,  ferr

t ?ftT  5n̂ ̂ WTt ̂ T5̂ ̂  t ̂

 ̂?frr«r  ̂̂  w»fr | %
 ̂̂ ?Trr ̂rt*T   ̂ ^
ftiT w wsr̂ t ̂    ̂̂
^̂ TRT̂tl  cITOt̂ ^̂T̂ îTRT

’*̂l0i ̂  f%  ’TRT  »T̂ t I .flf

‘5FÎ9BT f  Wf ^ "#3r  ̂ ̂ rRf ̂
l̂îBlVf (̂it̂)   ̂ #, Vftf̂  ̂ T̂ORTT

f W   ̂ r̂siwNr t ̂  ̂fTtt 
 ̂̂<[+ti ^ ̂  f I ̂ ?R«r % 
-̂l̂dc   ̂ TT-P  %

 ̂̂ F̂hr  ?o HT̂TRT (T̂ ) ^ ̂   ^

iftr ̂-O d<4» «(4»̂ % «iit̂   ̂«<<« M

 ̂̂  t.  ̂^ ̂  ̂
^ ̂sflrft' ̂ I

<Tl'fl ̂    ̂̂ T̂T ’9rrf̂ I

«fV HT«R ̂ pT ; TTtrr̂  ?TW

qfer:"l "  "

oW< TRf *TT*W  I ̂ +̂1 ’H<i<?l«l

 ̂̂   ̂  ̂mÎc  #%5f: (̂ )

3̂̂  ̂  ̂    ̂  t,
be taken seriousiy, to say the least 
 ̂d'*!'̂i'»< ^ ^  %

fer (̂ T̂ f t I  THT  t f¥ 
?rrf  ̂ TT (̂yrfaw) ferr  ̂ i  ̂ 

 ̂ ?T̂  tor ̂    ̂?nf ̂  qr ̂  ̂

W si: TT ̂  ̂    ̂ I

^ ̂ ̂    ̂i ??TT '+)l'Hî  ̂1% W

=̂  qr ̂  ̂  fOT ̂  I ?TT%?: w ̂  

qtt W #3FT (̂ ) t ? t 3Tf

=̂rpr f f%  qr ̂   M  w

ft t̂?

 ̂  % f%# W ft̂  t ’ i
f%  r<.'Ji*H  ̂̂rrd̂^̂Tf
(Tnmpft)  t- ̂
(5=jn̂  f̂e)  qr  (̂TFTRf) 11

A' ^   fmr
11

T̂R̂ (̂TPSTR) qr ̂  tor

 ̂ I   ̂  f̂ r̂ m ĤrfT 

5̂  ̂  if, df+H ?TT̂   ̂ W-̂ qr ̂

 ̂ ferr ŝrrar,  ̂»zrr5rr ĤfRi«i  t 

 ̂ wfk l̂f̂  m ”5fr ̂   ^

ftr̂ "(ton:) tor  ̂ i

ŷ Tifr  ̂ T̂PHhsr w  f, 

 ̂1% 1 ̂5R% Hh-M
 ̂ ̂  ̂  ̂  ^̂5prr?r  ̂sRtor t 

 ̂  (toR ?r̂Frr) qr ̂  

?ftT TOft '*ft 1 ̂  W ̂TTcT ̂   t 
!%■ f̂P?# ♦l̂̂«̂i*fl  ^

0̂5.%r ̂fn: ̂  I I
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f3|̂  ̂  ^

îTRr i I

frrr # ̂  f̂ ir ̂   t ̂  ̂

5  ̂I, ^

 ̂  ̂ ¥T ^̂nr?r t i  ̂   t :

«or one-half of the paid-up capital 
of the displaced insurer, whichever is 

less.”

t ̂  T̂frfW f fV ^

 ̂ (?nyr)

 ̂  ^ I, ̂  ^

 ̂  ̂  (Mr<NfdiTf % ’ + )

11T?:   ̂ ̂    ̂̂  ̂

w  w  t * ^  ^

(3ft ̂    ̂  ̂1

IT (̂  ?) (=fn̂) fOT w
I f%  ̂  % f̂iRT̂  ̂  ̂I

 ̂  ̂  ̂ ŜTPTT

x̂rf̂  I  5̂iTm # w  ̂ ^

I ‘v»ft 4̂)̂1 rî (qfrwniT)

(f̂ f̂TTsnr) # ^
=̂rf̂ «TT,

 ̂ fPT  ̂ ̂  ̂I, ^

srrftr̂ T^ Î? ?TFT^^

t ?

?r«r̂'7TtTT

i I 5TRr̂ ^̂05.  ̂̂
ITĈ (^)

qftf  ?i|r 11   ̂̂ % +̂ Mp-iat

I,  T̂EW  ̂  ̂ ̂  t ‘ ^
t,  ̂ I \  ̂

qr€f̂ ̂  ̂  ̂   ̂ ^
|̂,̂ f%5TrtT̂ T̂?:̂jT?:?TT 

5TN  XT   ̂^

%   ̂ (qf̂)  ̂ ̂  t ?
( ) tor,  ̂ 

ŜTO,  f ,̂  m  

?TPT̂  I?  Î Tr̂

?T̂ fOT, ̂5R% ̂  WT fww 

I  I  fjiTTf̂  2T| t  ^

TT?ftT̂ H  ̂̂  I srrq̂
 ̂ (̂TRPT)

I ?rm tmrrfi  (̂ Pf̂)  ^

3—137 Lok Sabha

pIT,  r̂zRR  ^

X̂ m,   ̂̂  t—

SFTRT IT ̂   ̂   ̂I -

tT%f̂ ^ r̂?TR W t̂ l yPT*̂|l̂ FfV 

qiW  ̂̂FTPB’  %f̂  q̂fWIW

 ̂  ̂  ̂   ̂   (?rf̂

iT<>2Tf̂)  ̂ 3̂TTW j  ̂^

felT̂  ̂ STTl̂ f  ̂ ’T̂   ̂ ̂ OTT5F3T

UKV

 ̂̂   «iT, ̂   ̂wr ̂npTT

STT,  ^ ?T̂ W  W I  ft̂

1% T?: »̂rraTf

 ̂ w  I   ̂^

4.4-Mr̂lr   ̂  ̂ ̂ ^ I    ̂#

?n̂  I ?1 ̂  ̂ T̂RT 17 # arratf t 

 ̂̂   ̂̂    ̂  t/ 
qr JT# ̂  11  ̂  ̂  3ffr

 ̂f ̂   ̂  ̂̂  ̂ ̂ ̂

 ̂ fWTW ?T̂ ̂  ̂

CTSTTW ̂ ^ : ̂

 ̂  ft I  ̂  ̂ ^
 ̂  ?rrf I  ̂ ̂TPrf̂T̂ff  #, ̂

^jit    ̂  Ir

 ̂  IRT  I ^ l>̂ ̂  irfWkW 

(ŝ RTfftq-)

5̂ jTTERT̂ Mlf̂t̂l«r #   ̂I  '̂'1̂
(̂ )̂  V.o,ooo  ̂   %  5̂ !

^  ̂   ̂   ̂  ^
% ̂TPT#  c:c;,̂o,ooo   ̂?rrrr

^  (^)  «TT,  ̂ ^

3̂3R ̂  H+̂FT %   ̂55rr I

f̂TPpft %  ̂ cfhr̂
% OjO0,0 0 0  ^

 ̂ n 5crT̂ I I 2ft̂ # ̂

;tpt ferr P̂T \ m  ̂ ^

 ̂ I ĤTT ̂   ^

5  ̂T  ̂'   ̂  tv  ̂^

q?F̂ #̂î n̂r ̂  ̂tft ^

(  ̂  ̂) qr€tor|f  qr «r5̂-

#2: t̂ ô # 3ft  ̂  (^)

Tw |. ̂ 3̂    ̂?rrT ̂  ^

JiTTf̂ ̂  #,  ̂̂ n̂ Tfw ̂
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I  ̂ 'T̂RTPT

fqr «TTJ ̂

5? |?rr ̂ 3̂ H+̂ K ̂  ̂ ̂  I 

 ̂ (̂ p )̂ 

t> qi;^oo^

% W3m YjVoo   ̂ fwr  TOft

r̂rqifhr 'iJT̂  (fs[%f?Rf) % fwf # «ft, 

 ̂ ^

#3FT̂  (TT̂fhr ^

?̂hft TMtvTH ̂  ^

ĤHn̂d (̂3̂ n̂fer) fw  «TT 5  ̂ r̂mr 

TR  ̂  ̂ J

T̂JT̂ ̂ FVFihr % +ŴdtijrT (5lf̂-

jftiw)

T̂FRR  f̂Fmi 3̂T̂ ̂  ̂  cftoXT-

=  ̂ 5£IT I ^

 ̂  ̂wsn̂ m   ̂̂  +̂rH4t

% IT̂TR# # 'RWT I ^

«TT, ?R   ̂ TT  3̂̂

 ̂ W  ̂ 5T  ̂  ̂  »

%  f̂t̂ (TTĜ

«n: anfext̂   ̂ ^

5ft H+'f1R prr,  ̂ H+̂T̂T 5̂TT

T̂RT  I >dt*«=t>l Rial'S? T̂TT  I

înm : 'ifer

% sii % '*l*iM ̂    ̂  ̂I

ol̂  i!W ̂TPiW :   ̂̂

 ̂   ̂̂  5 I
t ̂  r̂TqfRf # tpf̂

T̂PTMf  %  ̂   ̂  ̂   ?fk

?rri>  ̂(TT̂fhT'cffeEvN)

%  fw, 1^

I I  ̂ irsiTforiT̂lfV̂

% ?r  ̂§ (ft̂ ) 5T ̂ tfiw I
?irT t̂f  ̂equality before the law,

*fhc ̂  ift t  fr̂ (?nfk) «flr
5?nc (»rfl̂)  | i w  ^

fw w ̂   ̂   vvqf̂   ̂  ̂I, 

 ̂ fkB*r   ̂ vrqfiRf

fvij«f̂ 9TRRRt siPWtAH ^

r>IH+l  ’pRTPT f?TT I ^

t3[̂ ̂  

r<̂l̂d  I

w?: qirmf ̂  i

Shri S. V. Ramaswamy: I have mov
ed amendment No. 207 to the First 
Schedule.

Some Hon.  Members:  We cannot
hear the hon. Member.

Mr. Spîker: The hon. Member may 
speak a little louder. His voice seems 
to somewhat low. There is no use com
plaining either of the loudspeaker sys
tem or of the hearing power of  the 
hon. Members.

Shri S. V. Ramaswamy: In fact,  I 
had told the mike operator also.

Mr. Speaken He need not quarrel 
with the mike system. Now and then he 
must look up also and speak a little 
louder.

Shri Nambiar: He has to go te the
doctor also.

Mr. Speaken Order, order. The hon. 
Member may speak a little louder.

Shri S. V. Ramaswamy: Medical or 
surgical ?

Pandit Thakor Das Bhargava: You
can engage a lawyer.

Shri S, V. Ramaswamy: The purpose 
of my amendment is very brief.  All 
that I seek to do is to give a weightage 
in favour of  companies  which are 
young and new. This would smack of 
trying to introduce discrimination bet
ween company and company.

I am fortified, however, in my posi
tion, by the amendment tabled by the 
Minister  himself, namely  amendment 
No. 209, because the purpose of  this 
amendment is decidedly in favour of a 
displaced insurer. Therefore, a distinc
tion is now sought to be made between 
one type of insurer and another. I ^ 
only seeking to provide tWt this prin
ciple be extended in favour of small and 
new companies.
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I may straightway say that 1  have 
no quarrel with Part A or Part B or 
Part C of the First Schedule. All that 
1 seek to do is to introduce another 
part, namely Part D, in favour of the 
small and young companies. It is not as 
if my point of view is revolutionary.

If you will kindly look at section 40A 
of the Insurance Act, you will find that 
special weightage is sought to be given 
to new companies. I sbaU read only the 
relevant  portion: That section reads 
with the limitation  of expenditure on 
commission :

“(1) No  person shall pay or 
contract to pay to an  insurance 
agent, and no insurance agent shall 
receive or contract to receive by 
way of commission  or remunera* 
tion in any form in respect of any 
policy of life insurance issued  in 
Iixlia by an Insurer after the 31st 
day of December 1950, and effected 
through an  insurance agent, an 
amount exceeding—

(c)  in any other case, thirty-five 
per cent of the first year’s pre
mium, seven and a half per cent of 
the second and third year’s rene
wal premium, and thereafter five 
per cent of each renewal premium, 
payable on the policy :

Provided that in a case referred 
to in clause (c), an insurer, during 
the first ten years of his business, 
may pay to an insurance agent, and 
an insurance agent may  receive 
from such an insurer, forty per 
cent of the first year’s premium 
payable on the policy.”

Similarly in sub-section (2), a differ
entiation is sought to be made in fa
vour of young companies and growing 
companies, so that they might  grow. 
In rule 17D of the Insurance  Rules 
also, we find;

“After the 31st day of Decem
ber 1950, no insurer shall, in res
pect of the life insurance business 
transacted by him in India, spend 
as expenses of management in any 
calendar year an amount exceeding 
the aggregate sum of—

(v)  an  amoimt computed  on 
the basis of the percentages  for 
the time being  appropriate to the

duration of the insurer's life insur
ance business specified in the fol
lowing table, namely:—-----”

Then, there is a table giving the fig
ures of percentages of premiums,  re
ceived during the year, for the  first 
four years, then from the fifth to  the 
seventh years, and so on. Then, the dif
ferent categories are mentioned.  From 
this, it will be clear that the percentages 
of premiums received during the year 
are also differentiated.

I am seeking, on the basis of  the 
Insurance Act, the Insurance Rules, and 
thirdly on the basis of the amendment 
moved by the Finance Minister himself 
to extend this differentiation in favour 
of the companies that have been re
cently formed.

The First Schedule has been divided 
into three parts, and these parts  lay 
down a uniform rule applicable to all 
companies,  irrespective  of  the  fact 
whether they are old or whether  they 
are big companies- But I find—Î do not 
vouch for the figures, but a friend of 
mine who is doing some insurance busi
ness has worked out the figures—from 
the figures that  by applying this flat 
rule, there will be grave disparity  in 
the compensation that will have to be 
paid. In tht case of the Orientals, the 
share capital is Rs. 6 lahks. They have 
been paying a dividend of 87 per cent, 
and yet I understand that on the basis 
of the First  Schedule,  they will get 
Rs. 1-50 crores. In the case  of  the 
Industrial  Prudentials, the capital  is 
only Rs. 2,19,000; they have b«n pay
ing a dividend of 21 per cent,  and 
they will get Rs. 1 crore. In the  case 
of the United  India, the  capital is 
Rs. 1,60,000; they have been paying a 
dividend of 50 per cent; they will get 
Rs. 16 lakhs. The Vanguard Insurance 
Company have a capital of Rs, 3 lakhs; 
they have been paying only a dividend 
of 5 per cent, and they will get only 
Rs. 75,000.

My humble submission  is that if 
you apply this rule flatly and uniform
ly, you will find that these disparitiei 
work out unjustly. Certain  companies 
have also started with general businest; 
and ploughed back the profits into  the 
fife business. They have deferred pre
sent profits to future benefits. In thdr 
case, if you apply this flat rule, it will 
work very unjustly and ineqmtously.
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Therefore, I submit that a new cate
gory may be created. I need not lâ ur 
on this, because the Finance Minister 
himself has accepted it, namely that this 
flat rule cannot be applied in the case 
of the displaced companies. I am only 
requesting that he may be pleased  to 
extend this to companies which are new 
and young.

If he accepts the principle of it, the 
point would be whether  it  would  be 
twenty years, or whether there  should 
be a limitation of Rs. 3 crores set apart. 
If the Minister accepts it in principle 
the amount may be varied or the period 
may be varied, and I am quite willing 
to accept any amendment to that effect 
ihat he may suggest. But, I would re
quest him to accept this principle, which 
is merely an extension of the principle 
which he has adumbrated in amendment 
No. 209.

Shri Nambian With regard to  pay
ment of compensation. I have got a very 
strong criticism to make. The principle 
that is followed by the Minister is that 
whatever compensation is to be  paid 
is for the future earnings. It is said that 
the loss to the insurers  will be very 
much, because Government have taken 
away the industry out of their hands, 
which they consider would give them 
a lot of profits in the future.

This principle cannot be accepted be
cause in the insurance companies,  the 
capital invested is very small, and  the 
insurers with the help of such a small 
capital have come into possession  of 
large sums of money and have been 
using it in as many ways as they could. 
They have earned a lot of profit through 
the subsidiaries as well.

In the background of this, it is un
fair to say that they deserve more com
pensation.  The common man cannot 
understand what exactly he has to pay 
compensation for. The policy of Gov
ernment is this.

When capital is nationalised,  when 
an industry is nationalised,  the loser 
must be given compensation. I  can 
understand that proposition. They should 
be compensated for whatever loss they 
suffer by way -of the taking over of the 
capital ̂>r the advantages that they got. 
But  this  should  not  apply  to the 
entiî. earnings. The State cannot com
pensate for that. If that principle was 
â ĝ ,̂ then no nationalisation would 
possible.  They may say that the

industry is progressing and they have 
got a very bright future and, therefore, 
they must be compensated for whatever 
loss that they may sustain in the future, 
not only 20 times but even 200 times. 
The citizen cannot afford to pay that, 
especî y in the case of an industry 
like insurance where the risk involved 
is so small.

I heard the evidence tendered  by 
eminent men like Shri A. D. Shroff and 
Shri Lakshmipat Singhania and otfiers 
who came to the Select  Committee. 
They could not substantiate their claim, 
except by saying that they  have built 
up a big industry and they are hand
ing it over to the State; so the State 
must be generous and must give  them 
something. They might have contribut
ed to the building up of the industry. 
There is no dispute about it. But they 
have got the profit, they have got the 
lion’s share already. How can they claim 
more for that? Today, the Government 
come with a promise that they are giving 
them fair compensation. According to 
the new formula of the Finance Minis
ter, the rate of compensation has been 
increased. Let us see what the provi
sion in this respect was in the Bill as 
it went to the Selcct Committee  and 
what the provision now is as  it  has 
emerged from the Select Committee. On 
the pressure of big business, the Finance 
Minister has agreed  to pay not  less 
than Rs. 1 crore more compensation in 
the new provision. Today I think they 
have to pay more than Rs. 1 crore as 
a result of the agreement that  they 
have reached due to the pressure  of 
big business.  There is no justification 
for this leniency, and then saying that 
we are giving fair compensation and it 
is not generous. I want to know what he 
means by generosity. How many crores 
more is he prepared to give if he wants 
to be generous? I cannot understand it. 
There is no meaning in giving more 
compensation to the industry where no
thing is produced, for the common con
sumption of the people.

The citizen has got some money in 
his pocket. That small amount is invest
ed; it is attracted and collected by  the 
insurer. The insurer utilises and spends 
that money in all ways he likes. At least, 
a licence is given to him by the State 
to manipulate it in the way he likes. 
After these insurers have  expropriated, 
after they have wasted, after tĥ have 
swallowed, after everything is done, the 
State comes forward and says, ‘Now is 
the time for nationalisation; but we must



«3I3 Life Insttrance 23 MAY 1956 Corporatm̂ Bill 9314

be fair to the persons who have so nice
ly built up the industry’, 1 cannot un
derstand this sort of argument. If there 
was any reason for the improvement 
tof the industry, the credit should go to 
the State because the State helped the 
whole community to improve.  There 
was enough surplus in the pocket of the 
ĉommon citizen to invest in insurance. 
The mortality rate has improved,  the 
living condition of the people has im
proved and the health of the citizen has 
-improved. All these go to amass wealth 
'in the pockets of a few capitalists who 
manage it in the name of insurance.

Therefore, here there is no question 
unfairness. It is unfair to the State, 

It Ls unfair to the crores of the  Indian 
people if these few people are paid in 
the name of compensation more money. 
I would request the hon. Minister  to 
.accept the original  formula   ̂least. 
Even that is top much. Shri  Sadhan 
<jupta has said that we cannot pay any
thing more than 10 times. I would say, 
even that too is too much. But the hon. 
Minister allowed 20 times first.  Now 
he savs it must be multiplied by a ratio. 
The formula given is a very wonderful 
•one. I am unable to understand  what 
it means; I think others will also not 
he able to understand it. It says :

“Twenty times the annual aver
age of the share of the surplus al
located to shareholders as disclos
ed in the abstracts aforesaid  in 
respect of the relevant actuarial in
vestigations multiplied by a figure 
which  represents the  proportion 
that the average business in force 
during the calendar years 1950 to 
1955 bears to the average business 
in force during the calendar years 
comprised in the period between 
the date as at which the actuarial 
investigation immediately preceding 
the earliest of the relevant actuarial 
investigations was made and the 
date as at which the last of such 
investigations was made.”

This is such a complicated formula 
that I do not understand it. Not only 
the Tribunal, but even a Supreme Court 
Judge will be  flabbergasted when  he 
«ees this ingenuity of the draftsman and 
of the Finance Minister.

I put a straight question to the Fin- 
aqce Minister how much would this 
aqaount to? He said it would be roughly 
fe 53 or 60 lakhs, and dealt  with it 
tn a casual way. 1 want a categorical

answer now to the question; how much 
will this amount to? What is the dif
ference between the amount due under 
the original  formula and the amount 
due under the new formula? I am sure 
the Finance Minister cannot answer it 
definitely. He will say it may be Rs. 50 
or Rs. 60 lakhs. We are not here  to 
allow such things.  I can understand it 
in  the case of an industry in which 
the industrialists have created wealth 
for the nation, created anything  for 
the nation; there you can be lavish.

Shri Asoka Mehta (Bhandara):  Do
not commit yourself,

Shri Nambiar: Let the proposal come 
and we will see about it later on.

These people have  created  nothing 
for the society. They cannot claim any 
real or reasonable compensation. Grant
ing that the  Government are wedded 
to a  set of principles and policy—of 
course, the socialist pattern is a differ
ent thing—before the socialist pattern
IS reached, there is a process towards 
socialism. If that is so, the community 
cannot afford to increase the compen
sation. No  guarantee can be  given 
against the future earnings, in any in
dustry, in any concern. Can the  Fi
nance Minister give such a guarantee? 
No, he cannot. That being so, how can 
he do it in the case of the naticHialised 
insurance business?

Here we are dealing with the money 
of crores of people. We must be very 
careful. A change here and there may 
be made, but 1 think it will be too un
fair if we allow this sort of attitude to 
prevail in respect of payment of com
pensation We CMinot allow more com
pensation. I strongly oppose any such 
move and I support the amendments 
moved by Shri Sadhan Gupta as a com
promise.

Shri U. M. Trivedi: When  by the 
fourth amendment of the Constftution, 
article 31 was amended, we tried  to 
put down in it a clause half-heartedly 
that  we may give compensation,  yet 
we may not fît about the adequacy 
of that compensation.  It was lurking 
in our minds all along that we  niust 
pay compensation, and compensatwn, 
when we first framed the Constitution, 
meant  only  just  compensation.  The 
Australian  Constitution  provides  that 
compensation must ahvays be just Oui 
original Constitution also provided that 
compensation when paid must be jus4
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We wanted to wrî e out of that posi
tion, and made this provision that  al
though we mît pay compensation, it 
need not be challenged in a court of 
law on the basis of its being  inade
quate.

Therefore, the Finance Minister ap
pears to have acted in that spirit and 
has given us  various  formulae  by 
which he wants to deprive people of 
their property; yet he wants to give 
something. He might have said, ‘I do 
not want to give you anything; I might 
give you one rupee for the whole share.* 
He would pay some compensation. The 
question of adequacy does not  arise. 
Yet, we must not forget the fact that 
when the Imperial Bank  was  taken 
over, we paid certain compensation.

We raised hopes in the minds of the 
people that whatever may be the pro
visions in the Constitution, it was not 
the desire of the State to deprive peo
ple of their property without compen
sation, and that  compensation would 
be just and fair. That was the idea that 
was given to the public at large. The 
House  appreciated it, although people 
like Shri Nambiar who always want to 
take away another man’s money do not 
like the idea.

Shri Nambiar: I never plead for tak
ing away another man’s money.

Shri U. M. Trivedi: Still the whole 
community at large does not believe in 
effljropriating another man’s money or 
picking others’ pockets.  Therefore,  I 
would say that compensation must be 
paid. We have to examine this provi
sion for paying compensation in  the 
light of what we have been doing  so 
far. The compensation that has  been 
calculated here seems to be due to the 
various factors that come into play in 
determining compensation being paid to 
the companies, ^me have their shares 
soaring very high in the market; some 
have their shares at a very low level. 
Under those circumstances, perhaps the 
Government was not able to come to 
a proper evaluation of the compensa
tion that could be paid....

Shri C. D. Desfamokh:  Some  are
condtposite companies.

Sairi U. M. Trivea: I therefore feel 
tikat the formula provided by the Gov
ernment was just and there could not 
iave been anything  better than that.

It is true that it might hit some people, 
but at the same time, in order to arrive 
at a veiy fair and just formula which 
will satisfy one and all, this was the 
only thing which could be put down 
in the law.  The indication,  which 
was necessary as provided in article 31 
of the Constitution, has been given and 
the manner in which the compensation 
is to be calculated has been given.

What surprises me most is the re
ference to clause 36 in  the  Third 
Schedule in regard to this compensation 
clause.  Under clause 36, have we got 
a right to break a contract and pay a 
compensation as we like? Article  31 
does not envisage any breach of con
tract. Clause 36 says  that all  con
tracts will stand cancelled. If we cancel 
a contract, the ordinary law is that we 
must pay damages  for  breaking  it 
Contract has not been treated as pro
perty under the Constitution.  The 
Constitution itself has made a differ
ence between property and  contract. 
Articles 31 and 294 of the Constitution 
differentiate  between  property  and 
contract. If a contract is to be broken, 
I should say that it is fair on  our 
part that we should pay damages  ac
cording to what the ordinary business
man would do.  Those who have en
tered into contracts and entitled to re
ceive the benefits thereof must not feeJ 
that their contracts are broken by Gov
ernment and that Government is  not 
going to pay them  anything as com
pensation. This would be the utilisation 
of the police power vested in the Gov
ernment.  In my opinion, it is fit and 
proper that even if the contracts are 
broken, even if clause 36 states that they 
ought to stand terminated it  is  not 
possible to do away with the provisions 
of article 31, because  once  the  In
surance Corporation Bill comes  into 
existence, the contracts oû t to cease 
to have effect and all rights accruing 
to the chief agent or the special agent 
under any such contract shall termi
nate on that day.  Here  the provision 
ought to have been that they  shall 
continue to be governed by the con
tract which they have entered into with 
the companies. I see absolutely  no 
justification  whatsoever  for  making 
this provision in the Third Schedule 
that  the  compensation  payable to a 
chief agent shall consist of 75 per cent, 
of the overriding commission specified 
in the contract relating to chief agency 
with the insurer on the renewal pre
miums received by  the  Corporation
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during a period of ten years from the 
appointed day. This is a method of cal
culating compensation. It is good  as 
far as it goes, but my personal idea 
is that where it is a breach of contract, 
it must be governed by the ordinary law 
of the land.  You are not acquiring 
a property compulsorily; it is not  a 
property; it may be a property under 
other circumstances, and as a lawyer I 
would have to admit that it would be
come a property. But under article 31, 
as compared with article 294, contracts 
have been a different thing, and if a 
breach of contract has been commiffed, 
it must be governed by the  ordinary 
law of the land and we must pay them 
compensation.

Shri N.  C.  Chatterjee:  Comrade
Nambiar has thundered quite a lot, and 
if the hon. Finance Minister, in  a 
moment of weakness, listens to him-----

Mr. Speaken Is he (Shri Nambiar) 
in his seat to hear this?

Shri N. C. Chatteijee; Very possibly 
messages have come from some other 
place!

Pandit Thakur Das Bhargava: There 
is no moment of weakness with  the 
Finance Minister.

Shri N. C. Chatterjee:  He will be
guilty of breach of pledge, and  this 
Pariiament will be-stultifying itself and 
declaring that we are doing something 
grossly unjust and unfair.

Shri C. D. Deshmukh: I am bound 
to listen to all the speeches.

Shri N. C. Chatteijee: I meant if the 
Finance Minister responds to his appeal 
he will be guilty of breach of pledge.

When the hon. Finance Minister - 
noUnced his policy of nationalising in
surance companies, he declared that a 
fair compensation would be paid to the 
shareholders of nationalised life  bmi- 
ness. On that principle, nationalisation 
was accepted by this House and  it 
would be a breach of pledge if a wan
ton violation of a solenm promise al
ready given is allowed to take place 
and if we try to whittle down  the 
little compensation that is given.

The first thing that I want to point 
out is that surplus occurs after  a 
number of years of working of a com
pany, and if there is any surplus,  the.

shareholders are entitled to  per cent 
and in fact,—1 hope the information 
which I have got is correct—most of the 
companies do not have any surplus for 
the first ten or fifteen years of work
ing. This is proved by the statement 
which 1 have got that out of 154 com
panies doing life business in India, only 
52 have been declaring surpluses, and 
only 52 companies out of 154 will be 
entitled to compensation according to 
the First Schedule, paragraphs 1 and 2, 
and the  remaining  102  companies, 
which have not declared any surpluses, 
ought to be treated otherwise and may 
be entitled to a very very small com
pensation.

I am not thoroughly agreeing with 
my friend, Shri  Tulsidas,  that  the 
insurance chapter is a most glorious 
chapter in India’s history, but  there 
is some force In  the  point—through 
candour it should  be  admitted—that 
due to our backwardness, due to foreign 
domination, due to governmental poli
cies, we could not make rapid strides 
in the insurance world until the year 
1950 or thereabou.s. Business  really 
became stable only after the year 1950. 
If you look at the figures for 1950, 
the amount of new life business  was 
Rs. 1,25,80,00,000 and in 1951. there 
was a jump to Rs. 131 crores—jump 
of 4 4 per cent; in 1952 it was  also 
the same; in 1953, it went up  to 
Rs. 1,38,20,00,000.

In 1954 there was a phenomenal in
crease of Rs. 2,13,13,00,000; almost 54 
per cent increase. Therefore,  these 
figures are telling and figures  show 
that during 1954 new business insurance 
in India had increased by over 50 per 
cent, as compared with previous years. 
So, if a dispassionate view is  taken,, 
if our minds are not clouded by  pre
judice it can be confidently stated that 
this increase would have continued and 
at the end of five years, possibly, new 
busirifess  would  have  gone  up  to 
Rs. 400 crores if not more.

What I am pointing out is that the 
compensation as suggested in the Life 
Insurance Corporation Bill is not  at 
all over-generous; on the other  hand 
it is strict and may be unfair in son̂e 
cases.

The existing Insurance  Act,  which 
was amended in the year 1950,  has 
reduced the shareholders proportion of
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valuation surplus to 7i per cent. There
fore, 1 submit there is hardly any justi
fication for Government now r̂ ucing 
the percentage to 5i per cent, for de
termining compensation for  future. 
If surplus is the basis of compensa
tion, then it should not be less  than
per cent.

Then there are different methods of 
valuation. Shri Tulsidas made one point 
and 1 think there is a good deal of force 
in that. He pointed out that the life 
insurance business has been nationalis
ed on 19th January, 1956 and asked, 
why then should the valuation  year 
be taken, say, three years before.  It 
should be at least based on 31st Decem
ber, 1955 valuation as in the present 
circumstances.  Before the 1950  Act 
came into operation, valuation period 
■was generally quinquennial.  In  the 
1950 Act it was made compulsory to 
have valuation for every three years. 
Suppose a company had made its valua
tion in 1953 and the previous valuation 
was made  in 1950—that is  for  five
years, 1946 to 1950 period—in  that 
case the company's future is to  be 
decided on the basis of surplus from 
1946 to 1953.  That is not fair, as. 
Sir, I have told you, during this later 
period there has been a progressive de- 
velopmeni of business and actually the 
insurance world has done better. There
fore, what I  am pointing out is  that
there is a  good deal of force in what
he said.

J am also suggesting for the con
sideration  of the hon. Minister  that
there should be a fresh valuation  for 
every company on the 31st December, 
1955 and on that basis you should for
mulate your scheme of compensation. 
That will be  more fair  and  more 
reasonable.

My learned friend Shri U. M. Trivedi 
has pointed out that  the  Australian 
Constitution has  got  the  expression 
“just compensation” and in the Indian 
Constitution we have  got  the  word 
“comp€»sation”.  The Supreme Court 
has pointed out, it  does  not  matter 
whether the word is “compensation*’ or 
the  words  are  “just  compensation”. 
They have said that the word “com
pensation” means the same thing. Chief 
Justice Shastri said that there cannot 
be any “unjust compensation”; if com- 
p̂ ît&n does not compensate then it 
Ĉ not be compensation at aH.  What
am pointing out is that  the  word 

"̂ju3t” in that context is mere tautology.

The question is whether what we arc 
do'mg is anything over-generous, absurd 
or is it something fair or reasonable. 
The hon. Minister, if I have his words 
correct, said: “Both in respect of short 
period during which the management 
of the companies will vest in the Gov
ernment and in respect of ultimate as
sumption of proprieiorial right  over 
them, reasonable compensation will be 
paid by Government.” That is  the 
formula which the Minister has accept
ed, to which the Cabinet is pledged 
and this Parliament also  is  pledged. 
Therefore, there should  be a  fair 
estimate not merely of what they are 
getting now, but of the  future gains 
the shareholders would have made, had 
the business continued in the private 
sector. On that basis, I submit,  the 
compensation should  be  formulated 
and, if that is the test, what has been 
done is not only not over-generous but 
below the line.

The suggestion made was that there 
should not be an artificial depletion of 
compensation by antidating the  basic 
period to 1950, 1951 or 19̂52, but thei-e 
should be a proper valuation  made 
wiih regard to the basic  year  1955, 
especialfy in view of the fact that there 
was a remarkable improvement. I am 
also pointing out that̂ in view of the 
Insurance Act of 1950 by which  the 
valuation of life insurance business was 
required to be done once in  three 
yearŝ we should also  formulate our 
compensation scheme like that.  We 
should also see that there should be no 
unfair  discrimination  made  between 
company and company. I am, therefore, 
suggesting that these people, most  of 
whom belong to the poor middle clâs, 
should not be hard-hit and they should 
not be unfairly dealt with.

Shri Kesbavaiengar: Sir, at the very 
outset....

Some Hon. Members rose—

Mr. Speaker : 1 cannot go on adding 
to the number. When we start the dis
cussion I have an idea as to  how 
many Members will speak and  then 
1 allocate time.

Shriroati Sushama Sen  (Bhagalpui 
South): 1 just want to say a few words 
only.

Mr. Speaker: Why was  the  hon.
Member not present earlier?

I will see what can be done.



9̂21 Lift Insurance 23 MAY 1956 Corporation Bill 9322

Shii KeshavafeDgar: Sir, at the very 
cutset 1 would like empfaaticaily to re< 
pudiate the baseless observation made 
by my friend opposite, Shri Nambiar, 
Xhat the Government has* submitted it
self to the pressure of big business. It 
is certainly not so; otherwise this Bill 
would not have been before us today. 
I am not surprised at the principles 
propounded by him, coming from  the 
Party he belongs to. Whatever it is, if 
you do not pay any compensation it 
would amount to a cultured, enlighten
ed and constitutional day-light robbery 
n̂d 1 would like that we should  be 
fair, just and reasonable in whatever 
■we do, even if it be our enemies.

With that background, Sir, I  have 
moved a few amendments to the Third 
Schedule. 1 would like to «ay a  few 
words regarding my amendment  No. 
210. I am not satislSed with the com
pensation that is allowed to this useful 
secJion of insurers, the chief agents, 
fls it has  now been  provided  in the 
Third Schedule. I would like to  bring 
to the notice of this House  that  the 
main real income of this section of in
surers is the commission they derive 
from fresh business they bring in every 
year. Every year they bring in new 
business. Nothing has been  provided 
for the loss of that business and even 
for that portion of the loss that is in- 
.curred in the latest year of business 
that they have done. Even for  the 
balance of business in respect of pre
vious years I think they are legitimately 
entitled to some compensation. Apart 
from that, I have suggested in  my. 
amendment that we should also pro
vide for them a lump sum amount of 
ten times the overriding commission on 
the fresh business brought in by  the 
said chief agent in the year immediately 
preceding the appointed date.  In my 
opinion that would be proper and just; 
that would be a reasonable compensa
tion for these chief agents. Apart from 
that, in my  amendment  No.  210, I 
have suggested that we should pay a 
lump sum of seven times the overrid
ing commission on renewal premiums. 
We have not been fair in dealing with 
this matter of compensation in respect 
of the various persons of sections  of 
people involved in this Bill. I have been 
seeing that we are making absolutely 
unregardly and a sort of discriminatory 
treatment so far as this class of  in
surers are concerned. We are not res
pecting the terms of contract they have 
entered into witii  several companies.

We are wiping them out of existence 
altogether.  They are not in a position 
to do any more of business in that com
pany. When that is the case and when 
we have been providing them with this 
small compensation, I would like  to 
suggest. that we should  also provide 
them with another alternative.  Why 
not give them an option of payment 
of a lump sum amount of seven times 
the overriding commission on renewal 
premium̂ in the year immediately pre
vious to the appointed day ? By this 
amendment I am seeking to introduce 
only a payment of a sum equal to the 
amount provided for,under this Bill. 
It does not involve in any manner any 
additional financial commitment on the 
part of the Government. 1 am  onfy 
suggesting this amendment with  this 
idea in my mind, that those people who 
go out "of employment altogether will 
be enabled to rehabilitate themselves if 
we make a sort of lump sum payment 
which is nothing else except a capita
lisation of  the arnount  afforded  to 
them under this very Bill itself.  That 
will be certainly, according to  the 
statement made by the Minister, free 
from income-tax, and as such, it  will 
certainly enable them to effectively re
habilitate themselves in other wal̂ of 
life.  It is a very reasonable request 
that I am making, and I hope  my 
learned colleague, the hon.  Minister, 
will accept it.

3 P.M.

I would like to suggest that in mak
ing this arrangement, it is not  very 
improper that we shall be having  an 
administrative convenience. In fact, as 
the Bill stands now, we are providing 
the payment of this cornpensation on 
a calculation made every year. On the 
other hand, if a lump sum amount is 
provided, we get rid of them once and 
for all. It is worthwhile, even in" our 
own interest and even considering the 
administrative set-up, to provide them 
with the option and enable them  to 
go out without any heartburning what
soever.

The other amendment which I have 
suggested in this connection is a small 
one. 1 feel'that instead of the payment 
being made annually, let us msfice  it 
monthly, and it will facilitate them to 
have a sort of living even though they 
are knocked out of their business alto
gether by the enforcement of  this 
Bill: I think that is not a matter whi<* 
is so unacceptable to the Government
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That could be made very eâ y, with
out much difficulty, and 1 am sure my 
colleague will accept that amendment 
also. The amount may be paid monthly 
to him or to his heirs. Several of these 
people have been working on a partner
ship basis and as such it will obviate 
all difficulties on their part if  the 
amount is paid to their nominees. With 
these few words, I  commend  my 
amendments to the acceptance of  the 
House.

Mr. Speaken We started this at 1-15. 
Two hours have been allotted to this 
item. 1 will call upon the hoa. Minister 
now to reply.  Of course, if any hon. 
Member wants to put any question now, 
I have no objection.

Shrimati Siishama Sen: I wanted to 
point out my amendment also, regard
ing 7i per cent, compensation. 1 find 
that most of the Members are agreed 
on that amount of compensation.  I 
appeal to the Finance Minister to con
sider that point.

Shri Matthen (Thiruvellah):  I want
to say a few words about the  young 
companies, which are less than  20 
years old. Shri N. C. Chatterjee said 
that it would take 15 years or so for 
a young company to come up to  the 
yielding stage.  At the time of yielding 
profits or good results, the Government 
nationalise the concerns.  Of  course, 
nobody has any quarrel with nationa
lisation. But what I say is, those young 
companies must be given  a  liberal 
valuation. I was very happy to note the 
amendment brought forward by  the 
hon. Finance Minister today about the 
refugee companies. Such liberality, or 
at least such fairness should be shown 
to the companies which are just 15 to 
20 years old.

Take, for instance, some of  the 
plantations. They take some years  to 
yield. At that time, you  take  them 
away. Companies who have been pay
ing dividends of 80 per cent, are given 
very liberal compensation. That  is 
very unfair. After all, there are  so 
many companies which are very young. 
Therefore, I would appeal earnestly to 
the hon. Minister to consider the case 
of t)k»se young companies, which has 
also been referred to by Shri  S.  V. 
Ramaswamy. I therefore  support the 
amendment of Shri S, V. Ramaswamy.

Shri C. D. Deshmukh: 1 shaU first 
deal with amendment No. 13 to clause- 
16. The hon. Member, Shri Tulsidaŝ 
wants that in addition to the compen
sation payable, interest should be paid> 
at the rate of 3i i>er cent,  fer  the 
period between 19th January, 1956 aad- 
the date of payment of compensation. 
We are ourselves most anxious  that 
compensation should be settled and bê 
paid as quickly as possible. Therefore,, 
we do not anticipate any delay.  In: 
any case, there is no justification  for 
the payment of interest for any period 
before the Bill becomes law. Unlesŝ 
therefore, there is any apprehension— 
which to our mind does not exist— 
of payment of compensation being un
duly delayed, we see no need  for 
providing for the payment of interest 
also. That is all I have to say in regar(f 
to amendment No. 13.

Then, I come to amendment No. 204 
to clause 36, which has been movedi 
by Shri Sadhan Gupta. The difficulty 
which his amendment seeks to over
come arises out of the almost univer
sal practice of companies accepting pre
mia in half-yearly, quarteriy or month' 
ly instalments. The special agents get 
an overriding commission of  15 per 
cent.—under the Insurance  Act—on 
the first year’s premia received under 
policies booked through their agency, 
no renewal commission being payable. 
Naturally, the commission  would  be 
paid only on the instalments actually 
received from time to time. Supposer 
the policy was taken out on 1st May,
1956,  the premia being payable quar
terly, there would be no difficulty about 
the commission on the quarterly pre
mia due on 1st May, 1956.  But the 
hon. Member is not sure that the com
mission on the other three instalments 
of the first year’s premia, namely, the 
instalments due on 1-8-1956, 1-11-1956* 
and 1-2-1957, would also be paid not
withstanding the appointed day  inter
vening,  Now, a reading out of  the 
Schedule does not support this appre
hension, but I can assure the  hon. 
Member that it is the intention to pay 
an overriding commission on  all  the 
remaining instalments on the first year’s 
premia. I think this assurance will be 
welcomed.

Shri Sadhan Gupta:  My  apprehen
sion does not arise out of the Schedule, 
but from the clause itself. Clause 36 
says as follows:

“Notwithstanding anytiiing con
tained in the Insurance Act or in
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any other law for the time being 
In force, every  contract  apper
taining to controlled business sub
sisting immediately before  the 
appointed day—”

I omit the rest and proceed further—

“shall, as from  the  appointed 
day, cease to have effect and  all 
rights accruing to the chief agent 
or the special agent under  any 
such contract shall  terminate on 
that day:”.

So, all the rights including the right 
to tie overriding commission  will 
terminate on the appointed day. That 
is why I suggested that it might  be 
safeguarded.

Shri C. D. Deshmokh: Our intention 
is not to regard this as  an  accrued 
right which should be terminated  in 
connection with the series of payments 
due and the collection of  the  com
mission. As I said, this particular clause 
must be read with the Schedule. As we 
do not construe the  Schedule in the 
way in v-'hich the hon. Member would 
construe it, I do not think there is any 
apprehension such as he entertains.

Now, I had better deal  with  the 
Third Schedule, because there are  a 
number of amendments moved by Shn 
Keshavaiengar.  There is  first  this 
amendment No. 31 saying that payment 
should be made monthly and it should 
be made over to the chief agent him
self or his nominees. M  regards 
monthly payments, even as it is, making 
up the accounts of all the  250  odd 
chief agents and keeping track of all 
the policies booked by them,  would 
be a very difficult task.

Therefore,  preparing  monthly  ac
counts in an obligatory way would, m 
our opinion, be an oppressive adminis
trative burden. As regards payments to 
nominees, it is not necessary....

Shri Velayndhiui: They were getting 
monthly before.

Shri C. D. Deshmiddi:  Each com
pany kept its own accounts in regard 
to its agents.  Now, the  Corporation 
will have to do all  that  for all  the 
agents.

Pandit Thakor Das Bhargava: Is  it
not a part of the agreement betweett 
the company and the chief agents that 
they will get payments as  they  fait 
due?

Shri C. D. Desfamnkfa: Now we are
making a different provision.

Pandit Thaknr Das Bhargava:  Is it
not tampering with the agreement?

Shri C. D. DeshmnUu  It may be,
but we are giving the reasons for it̂ 
namely, that it would be an intolerable 
administrative burden.  "

Shri Velayudhan (Quilon cum Mave- 
likkara—Reserved—Sch. Castes):  Why
not commute the whole thing and pay 
a lump sum?

Shri C. D. Deshmokh:  That is  a
separate amendment: I am coming to 
that. I cannot carry on running  de
bates. I shall, however, answer all these 
questions.

As regards payments to nominees, it 
is not necessary to go out of the way 
to cut across the normal provisions of 
the law. The chief agent should niake 
his own arrangements for his nominee ' 
receiving the compensation  in  the 
same way as he would have done  in 
the normal circumstances. I  should 
like to add that in order to avoid any 
difficulties arising to the chief agents 
in a sort of ways and means sense, not 
in the legal sense, we shall be prepared 
to issue executive instructions that *on 
account’ payments are made and  I 
think that ought to meet  the  object 
which the hon. Member has in view.

I come now to the question of lump 
sum payment which is the content of 
amendment No. 46. He wants that in 
addition to the compensation laid down 
the chief agents should be  paid  an 
amount equal to ten times the over
riding first year’s commission  earned 
by him during one year immediately 
preceding the appointed day.  He feels* 
that the schediUe provides for loss of 
renewal overriding commission on  the 
existing business, but does not provide 
for loss of overriding first year’s com
mission on the new business he might 
introduce in the future. Now there  is 
of course no case for this, '̂ e entî 
fiît year’s overriding commission  is 
usually consumed in expenses.  ̂ The» 
the  compensation  provided  in  the
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scheduJe though expressed as percent
age of the renewal overriding commis
sion takes every aspect into account, 
includiflg the average future duration of 
the existing contracts of chief agents.

Then, as regards commutation—that 
■is slightly a separate point—that is the 
substance of his amendment No. 210. 
That provides that the chief agent will 
have the right, at his option, to com
mute the compensation which is now 
payable annually for a period of  ten 
years and that the commuted amount 
shall  be  seven  times the  overriding 
commission earned by the chief agent 
in one year preceding  the  appointed 
day.  As regards the first, that is to 
say, the option, it is in our opinion, 
incorrect to give option to only  one 
“>f the two parties. This would result 
in what is known in actuarial parlance 
as adverse selection against the  Cor
poration and as regards  the  second, 
that is to say, they shall be seven times 
the overriding commission, since com
pensation payable is 75 per cent of the 
overriding  commission  receivable, 
gi\ing  seven  times  the  over
riding  commission  means  that 
we are commuting the annual  instal- 
■ ments of compensation at nine and  a 
half years’ purchase.  This is much 
too high,-----

Shri Keshavaiengar: You can reduce 
1he amount.

Shri C. D. Deshmukh:  That  is
another matter; that is not the substance 
of  the  amendment...........compensa
tion instalments are receivable annually 
for ten years, and secondly—t̂hat is a 
very important reason— b̂ecause  the 
quantum of compensation will decrease 
rapidly owing to maturities, surrenders 
and lapses and thirdly due to the opera
tion of the interest factor. I  think 
. the arrangement that we are suggest
ing will keep the chief agents alive to 
their residual responsibility at least to 
ensure that renewal permit come,  be
cause their commission wilF be depen
dent on the extent to which renewal 
takes place. That is the reason why I 
am unable to accept the amendments 
*of my friend Shri Keshavaiengar.

Now I come to  the main issues— 
thei« are two issues.  I  had  before 
,  with the displaced banks.  One 
.  the important points made by Pandit 
'̂ akur T)as Bhargsiva was that  dis
placed companies should get additionai

compensation as they lost properties in 
Pakistan. Now, if his argument is ac
cepted, v/e would not know where  to 
draw the line. There is the Oriental, 
for instance, which also lost properties 
although it was not a displaced insurer. 
But it also had properties in Pakistan. 
And we could not ver>̂ well discrimi
nate between the Oriental and  some 
of the others merely because the others 
happened to have their  headquarters 
in Pakistan. It must  be  remembered 
that the formula that we have evolved 
is out of a desire to make some ex 
gratia payment in recognition of the 
very, special and unique difficulties of 
the banks which would fall under part
2. Part A companies get compensation 
on the basis of their past allocations to 
the shareholders, but Part B companies 
get only assets minus liabilities.  The 
latter also, therefore, under our scheme 
will get additional ex gratia compensa
tion.

Then he has tabled various amend
ments.  We are going by two valua
tions in all cases because two valuations 
give a truer picture of the position than 
one. There are reasons to believe that 
many companies had in their anxiety 
to do well in the bonus  competition 
which started about 1953 did not adopt 
a conservative policy in their  latest 
valuation.  Therefore, we think  that 
going upon the latest valuation might 
be uiisafe.  Then there is amendment 
No. 215.  Now, he says if you  are 
giving anything at all, then why limit 
it?  My answer is that what we  are 
giving is an ex gratia additional com
pensation, that is to say, we penalise 
ourselves to the extent of 50 per cent, 
for what could be regarded as an act 
of God.  We recognise that the com
pany should not be held responsible for 
the entire loss; nor is there any reason 
why the community should be  held 
responsible for the entire loss.  There
fore, we feel that we have  found  a 
golden mean between the two  and 
5iat is why we have put out this for
mula and limited it to half.  That is 
perhaps amendment No. 216; the other 
one was 215. . It miBt be emphasised 
again  that  it is ex gratia  and  that 
the Corporation has no legal obligation 
to pay this additional  compensation. 
From what I have been able to ascer
tain, I think the displaced  kisurance 
companies concerned which are coming 
imdCT Part B will have reason to  be 
satisfied at the treatment tiiat is being 
meted out to them.
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PamUt Thidair Das BhaigaTa: The
community is responsible for the parti
tion also.

Shri C. D. Deshmukh: In  his
amendment No. 217, the Member wants 
to change the word to ‘more’. Suppose 
the losses in Pakistan were only  one 
rupee, or a small or insignificant sum, 
according to this amendment, the addi
tional compensation might come  to 
several lakhs.  Therefore, I do  not 
think it would be proper to make the 
change suggested by the hon. Member. 
As regards displaced banks, I say that 
I feel confident that the arrangement 
we are suggesting will be regarded as 
fair and reasonable.

That brings me to the main issue of 
compensation. Here, as usual, various 
views have been expressed which, to a 
certain extent, neutralise each  other. 
Shri Nambiar has been joyously  in
coherent and unconvincing in regard 
to the schemes he has advanced and his 
friend Shri Sadhan Gupta was, as usual, 
impressively dialectical.  On the other 
hand, Shri U. M. Trivedi, who is not 
here, was also dialectical.  The rest 
of the hon. Members have shed light 
on various problems which are relevant 
to this question of compensation, which 
I do not regard as a very simple one. 
I should say right from the banning 
that we have to decide this matter in 
the light of a philosophy and an atti
tude towards life.  Hon.  Members 
made reference to the  Constitutional 
amendment.  I had many previous op
portunities of  expressing  my  belief, 
which is in agreement with that adum
brated by the Member opposite, that 
when we give compensation, we should 
try to give compensation.  I  cannot 
think of compensation and then work, 
backwards to a sum which is conscious
ly inadequate because of the Constitu
tional amendment. I for one personally 
cannot swallow it. I deprecate the ten
dency first to think in terms of com
pensation and then to t̂ to work out 
various ways in which it could be re
duced. 1 can at least plead that hon. 
Members may not be able to agree with 
me that I have taken a valid view of 
every aspect of the matter.  But,  I 
can certainly plead that I make the best 
endeavour to arrive at a fair settlement.

One hon. Member, I  think  Pandit 
Thakur Das Bhargava, said that the use 
of the word fair, n̂erous> adequate and 
inadequate, is all irrelevant because you 
are concerned with quid pro quo. That,

I realise.  On the other hand, it  is 
usual to describe one’s view of  this 
total effort in some language.  The 
only language that occurs to one  is- 
this; fair, just, reasonable or whatever 
word appeals to one.  1 am inclined 
to use the word fair more than any
thing else. But, if hon. Members like,- 
they can use the word reasonable.  I 
think, it comes to pretty much  the 
same thing. Considered  from  that 
point of view, I am reinforced  by 
what I have heard in my view that on,, 
the whole, we are trying to give com
pensation and we are not trying  ta 
practise a fraud on the law.

That brin̂ me to the theories be
cause, as I said, this is a matter of philo
sophies.  Certainly we have made a 
provision in the Constitution that the 
parties wiU not be able to go to court 
merely because compensation is inade
quate.

Hon. Members  who  are  familiar 
with the history of the matter and the 
rulings that led to it will know  that 
there is many a way of looking at this 
compensation.  Take the case of pre
sent profits and future profits, potential 
value of property and present value of 
property. Here is a matter in  which 
even the highest authorities may take 
different views. The  result  of  their 
taking different views is that  some 
people regard the compensation that is 
offered or given as inadequate.  It was 
for that reason, I  think,  that  the 
House specifically provided that merely 
on this issue, it would not be a justi
fiable matter.  Nevertheless, a fortiori, 
for all the more reason, a duty rests 
on the House to try and include com
pensation as fairly as they can.  This 
is the theory that I entertain and  I 
have worked out this compensation on 
this philosophy.

It remains ,to deal with one parti
cular philosophy urged by Shri Sadhan 
Gupta,  He was hurt that whereas 
when workers retire, they are given a 
different kind of compensation, may be 
sometimes  months’ pay or  years 
pay—he (quoted various instances— ĥere 
we are giving something which is 20 
times.  The fact is that, if a worker 
retires, he retires and his capacity to 
work  no longer exists what he has 
got is' not compensation̂, it is gratuity, 
it is not as if you are saying to  a 
worker as Delilah said to Samson, I am 
taking all your strength and therefore- 
I owe you comf̂nsation. We do  not 
take away anything from the worker.
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Shri &dhan Gupta:  When he  is
killed in the course of employment by 
ôing a hazardous job for you,  what

Shri C* D* Deshmukh: To the extent 
to which his earning power is reduced, 
we work out compensation.  To what 
extent a person has lost his capacity
10 work, is not a matter which  is 
-amenable to a simple formula.  What 
we are dealing with is value of pro
perty.  What you are taking over is 
property of somebody and there  are 
reasonable and commonsense rules for 
welding that.

Shri Sadhan  Gupta:  Capitalistic
commonsense.

Shri C. D. Deshmukh: Whether one 
calls it capital or principal and interest, 
these are matters of theories.  The 
€act is that you are taking some money 
constructively.  You are not taking 
some money, but taking some money 
coiistructively.  That sum of  money 
being ptit out for interest, we have to 
calculate what is the return which he 
is getting on that siim of money. Then, 
we go round the other way.  We find 
out what return he has been getting 
and then calculating backwards  find 
what the value of the property should 
be.  It is a very straight forward way 
of dealing with this question.

Shri Nambiar must have very very 
fundamental ideas about what money 
is.  Because, he said that these  in
surance companies produce nothing. He 
can only think of  compensation  in 
terms of acquisition of industrial pro
perty.  I think, apart from  being 
invalid, this is a very dangerous mode 
-of thinking.  Because, he will  now 
suggest that the Corporation  which 
is taking over the business of insurance 
must not make any money, must not 
keep any surplus, must distribute every
thing to the policy-holders because the 
Corporation is producing nothing.

Shri Nambian It does not prôuoe
any commodity which is necessaî It 
is only collecting the money of  the 
people.

Shri C. D. Deshmukh: This is  not 
intended to produce any  commodity. 
We are at variance on the fundamen
tals of this issue.  He does not un- 
-derstand what social purpose insurance 
■serves in this world. I think we should

not be guided even in our weak mo
ments by theories put out like this, that 
is to say, false analogies, what work
ers or what money produces,  what 
industrial capital produces and so on, 
but bend our  mind to find out  what
exactly is the value of the property
that we are taking over.  Nobody is 
denying that we are taking oyer some
thing.

The next question is, how this pro
perty has beeri built up.  Hon. Mem
bers have referred to some small capi
tal with which people started.  That is 
true enough.  But, as I pointed out 
the other day, that is  true of  aU
sums of money.  If  one put  out
Rs. 100 for interest  50  years  ago, 
would hon. Members argue that when 
we take that over, we must pay only 
Rs. 100 because the man has  been 
thrifty enough to put back his interest 
into that money? That is to say, is he 
a conscientious objector to  compound 
interest?

In essence that is what it appears to 
be.  Here on an analysis what  one 
finds is with that little  capital  one 
gathers a band of experts and invites 
other people to place contracts of in
surance with that syndicate or  com
pany, whatever it may be.  And the 
essence of the contract is that for the 
major part these moneys will be handl
ed for the benefit of the policy-holders. 
That finds its reflection in the bonuses 
and premia rates and various  other 
terms and conditions of the policies. 
There is a balance left which was  at 
one time ten per cent.  Then it  was 
reduced tp 7i per cent, then practically 
many companies have been giving four 
and five per cent, and so on and so 
forth.  It is that which we are trying 
to calculate.  It is reflected, perhaps, 
in the difference between the assets and 
liabilities.  It may be reflected, in the 
case of pure life insurance companies, 
in their share value, but there is  no 
uniform way of calculating all this, and 
that is why we have had these some
what unintelligible categoriesi,  the 
Schedules and the various sections  of 
the Schedules, paragraphs 1, 2, Part A, 
Part B and so on and so forth, but all 
these represent an honest attempt to find 
really what the value of the property 
is and I am quite convinced that we 
are fair and reasonable, in other word&. 
we are not unfair to the community, 
neither are we consciously unfair to 
the shareholders.
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>lany hon. Members have said that 
.’Some companies have been giving larger 
:surpluses, some companies are young 
and they have not yet had time  to 
accumulate surpluses or to build up a 
position which would yield surpluses. 
These are factors which it is not jwssi- 
tle to deal with.  After all, nationa
lisation comes in any year and  since 
Dew companies are being started, it will 
never happen that you will not have 
a young or new  company  your 
hand, it is just too bad tor .xjat com
pany that the whole business is being 
nationalised. I am not, therefore,  im
pressed by the argument of my friend 
t>ehind, Shri Ramaswamy, and I  do 
not consider that there is any case for 
•discriminating between company  and 
^mpany.

Shri S. V, Ramaswamy: Will  the 
hon. Minister think of ex gratia pay
ment on the lines of compensation to 
these refugee companies?

Shri C. D. Deshmukh: That is im
plied in my statement that I am not 
prepared to do that.

Shri N. C. Chatterjee: He has spoil
ed the case!

Shri C. D. Deshmukh: I say  that 
rehabilitation of displaced  persons is 
an entirely new problem.  On the other 
hand, var>'ing compensation according 
to the age of companies, according to 
their capital, according to the region 
in which they are operated and so on 
and so forth, all these lead you into 
dangerous directions of discrimination.

I shall not go into the details of 
what he has suggested, except to say 
that I think he has been given  some 
wrong information in regard to the 
com];̂nsation likely to be payable  to 
certain  companies.  He  has  im
pressed me with  the dispatch  with 
which he turned over page after page 
and quoted the figures of compensation 
that will be payable.  Industrial Pru
dential, he says, will get compensation 
of rupees one crore. According to our 
calculation, they are likely to get only 
Rs. 14 lakhs. Similarly, the Vanguard, 
which is a composite company, he says, 
will get—how much?

Shri S. V. Ramaswamy: Rs. 75,000.

Shri C D. Deshmaldi: Am I wrong 
<hen in regard to Industrial Prudential?

Shri S. V. Ramaswamy: The capital 
of Industrial Prudential is  Rs.  2.19 
crores and the compensation would be 
Rs. 1 crore.

Shri C. D. Deshmukh:  1 am  right 
there at any rate.

Shri S. V. Ramaswamy: I  submit
the correctness of the figures....

Shri C. D. Deshmukh: I am only
doing the necessary correction. 1 am 
not doing anything else.

One last point and that is in regard 
to future business. Certain hon. Mem
bers opposite have said that we are 
trying to take into  account the future 
potentialities of profit-earning of these 
companies.  That is not so.  I admit 
that the formula that we have evolved 
is a very complicated one, but  the 
general effect of it is to take account 
of the expansion of business up  to 
December, 1955, that is to say,  that 
is a factor by which the  compensa
tion calculated  otherwise  on  the 
two previous valuations will be  in
creased.  We thought  that  at least 
was fair.  In other words, we pay them 
after taking into account the latest re
sults, although we do not take  into 
account only the latest results. 1 think 
that is fair both to the community as 
well as to the companies.

One last thing and that is a bit  of 
information. Hon. Members wanfed to 
kn«w wbat the total compensation  is 
likely to be.  For all companies. Parts 
A, B and C included, it will be Rs. 450 . 
lakhs in round figures and it is  true 
that the addition that we are making 
in consideration of the latest state of 
business will be Rs. 53.2 lakhs. Then 
the transfer of  some companies from 
Part B to Part A will cost us Rs. 1 
lakh and the increase in the matter of 
deemed allocation from 3 to 3i  per 
cent will cost us Rs. 9 lakhs and I think 
these displaced companies may  cost 
us, as I said, a figure under Rs. 10 
lakhs, may be about half.  So I think 
the House will not be far out if  it 
assumes that the total  compensation 
will be round about Rs. 450 lakhs.

I, therefore, oppose all  the amend
ments that have b̂ n moved except the 
one that I have moved myself.

Shri Tulsidas: May I ask  for  the 
hon. Minister’s reaction to the amend
ment which I have proposed to clause
16 regarding the question of the rate 
of interest?
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Shri N. C. Chatterjec:  He has an
swered that.

Mr. Speaken He has dealt with it 
He has not accepted it.

The question is:

Page 27— 
after line 26 add:

""Paragraph 5.—If the insurer to 
whom compensation is to be given 
under this Part is a displaced insu
rer, the compensation to be given 
shall be computed in accordance 
with the following provisions;

Firstly, there shall be ascertain
ed the losses 'mcurred by the dis
placed insurer in respect of claims 
arising by deaths established  by 
the displaced  insurer  to  have 
been caused by the  civil  distur
bances which took place on  the 
occasion of the setting up of the 
Dominions of India and Pakistan, 
the total loss being taken as  the 
difference between  the  amounts 
paid as claims in respect of such 
deaths and the total amount of the 
actuarial reserve in respect of the 
relevant policies;

Secondly, there shall be ascer
tained the difference between the 
market value as at the 15th day of 
August̂ 1947, of any immovable 
property in West Pakistan belong
ing to the displaced insurer and 
the market value thereof determin
ed under Paragraph 3 of this Part, 
or where  any  such  immovable 
property has been sold before the 
19th day of January, 1956,  the 
difference  between  the  market 
value thereof as at the 15th day 
of August, 1947, and  the  sale 
price;

Thirdly, there shall be ascertain
ed the amount of deposits held by 
the displaced insurer in  banks 
which could not be withdrawn on 
account of a moratorium declared 
under any law for the time being 
in force, to the extent  to  which 
such deposits have become losses;

Fourthly there shall be ascer
tained the difference between the 
market value as at the 15th day 
of August, 1947, of any shares in

any company now carrymg on 
business in West Pakistan held by 
the displaced insurer and  which 
had been acquired before the 15th 
day of August, 1947,  and  the 
market value of such shares as at 
the 19th day of January, 1956.

The amount of compensation to be 
given to the displaced insurer under 
this Part shall be—

(a) the amount which would have
to be given to him if  this 
Paragraph had not been en
acted, plus.

(b) an amount which  represents
one half of the difference bet
ween the compensation whichi 
would have to be  given  ta 
him if to the value of  the 
assets referred to in Paragraph 
3 there had been added the 
sum of the four items refer
red to in this Paragraph and 
with respect to the liabilities 
referred to in Paragraph (4), 
the life insurance  fund  had 
been increased by a like sum, 
and the compensation which 
would have to be given to him̂ 
if this Paragraph  had  not 
been enacted

one half of the paid-up capital 
of the displaced insurer which
ever is less.

Explanation.—For the purpôs 
of this Paragraph  ‘displaced  in
surer’ means an insurance  com
pany whose registered office during 
any part of the year 1947 was in 
any area now forming  part  of 
West Piakistan and whose register
ed office is now in India.”

The motion war adopted.

Mr. Speaker: The question is:

Page 24— 

after line 2, add:

“Provided that in the  case of 
displaced insurers relevant actua
rial investigations shall mean the 
last valuation only.”

The motion was negatived.
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Mr. Speaker. The question is:

Page 24— 

after line 2, add :
"Provided that in the case of dis

placed insurers half of the  sum 
resulting from the addition of the 
four items given in paragraph  5 
shall be added to the first of the 
two relevant  actuarial  investiga
tions mentioned in the  Explana
tion.”

The motion was negatived.

Mr. Speaker: The question is:
That in the amendment proposed by 

Shri C. D. Deshmukh—
before the Explanation, omit:

one half of the paid-up capital of 
the displaced insurer whichever is 
less.”

The motion was negatived.

Mr. Speaker: The question is:

That in the amendment proposed 
by Shri C, D, Deshmukh—
in part (b), for “less” substitute 

“more”.
The motion was negatived.

Mr. Speaker: The question is:

Page 23—
for lines 14 to 23, substitute: 
'Taragraph 1.—̂Twenty  times 

the annual average of the  share 
of the surplus allocated to share
holders as disclosed in the abstracts 
aforesaid in respect of the  last 
actuarial  investigation  multiplied 
by a figure which represents  the 
proportion that the business  in 
force during the  calendar  year 
1955 bears to the average business 
in force during the calendar yê 
comprised in the period for which 
the  last  actuarial  investigation 
was made.”

The motion was negatived.

Mr. Speaker: The question is:

Page 23, line 18—

for “1950” substitute “1953”.

The motion was negatived,

Mr. Speaken The question is: 

Pages 23 and 24— 
omit lines 32 to 37 and 1 and 2. 
4—137 Lok sabha

respiectivgjy.

The motion was negatived.

Mr. Speaker: The question is:

Page 24, lines 7 to 10—
omit “where an  insurer has al

located to shareholders more Iftan 
5 per cent, of anv such surplus as 
is referred to therein, the insurer 
shall be deemed to have allocated 
only 5 per cent, of the  surplus 
and.”

The motion was negatived.

Mr. Speaker: The question is:

Page 24, line 8—
for “5 per cent.” substitute 

“6i per cent.”

The motion was negatived.

Mr. Speaker: The question is:

Page 24, line 11—
for “allocated any such surplus to
shareholders” substitute:
“allocated to shareholders  any 

such surplus as is referred to there
in.”

The motion was negatived.

Mr. Speaker: The question is:

Page 12—
for lines 1 to 8 substitute:

“(2) The amount of the  com
pensation to be given Under sub
section (1) above, shall, in the first 
instance, be determined  by  die 
Corporation in accordance with the 
aforesaid principles, and if  the 
amount so determined is approved 
by the Central Government,  it 
shall be paid to the insurer with
out prejudice to his rîts under 
sub-section (3) below, with interest 
at three and a half per cent from 
the 19th January, 1956, till  the 
date of payment; and that  such 
pa3m:ient shaD be -made before the 
31st December, 1956.

(3)  If such payment is not ac
ceptable to the insurer in  full 
satisfaction of  the  compensation 
payable to him under this  Act, 
he may within such time as  may 
be prescribed for the purpose have 
the matter referred to the Tribunal 
for decision; and' where the Tri
bunal orders to be paid to  the
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insurer any sum in addition to the 
principaJ sum paid to him under 
sub-section (2) above, such  simi 
shall be paid within one month of 
the date of the order of the Tri
bunal, together with interest on it 
at three and a half per cent, from 
the 19th January, 1956  till  the 
date of payment.”

The motion was negatived.

Mr. Speaker: The question is:

Pages 23 to 26— 
for Part A substitute:

‘  “Part A 
The compensation to be given 

by the Corporation to an insurer 
having a share capital on which 
dividend or bonus is payable, who 
has allocated as bonus to policy- 
hdders the whole or any part of 
the surplus as disclosed in  the 
abstracts prepared in  accordance 
with Part II of the fourth Schedule 
to the Insurance Act in respect of 
the last actuarial investigation re
lating to his controlled business as 
at a date earlier than the 1st day 
of January, 1955, shall  be  ten 
times the share of the surplus  to 
disclosed which was allocated  to 
share-holders.
Explanation 1.—̂ Where no share 

of the surplus so disclosed  was 
allocated to share-holders or where 
the share allocated was below 
per cent, the share allocated shall 
be deemed to be 31 per cent.

Explanation 2.—An Insurer m- 
corporated outside India shall  be 
deemed to have allocated to share
holders the same percentage of the 
surplus as disclosed in the abstracts 
prepared in accordance with Part 
n of the Fourth Schedule to the 
Insurance Act in resîct of the 
last actuarial investigation as at a 
date earlier than the 1st day  of 
January, 1955, as the percentage 
of the sûlus in respect of  the 
world business of the insurer  as 
ascertained with reference to  the 
last actuarial investigation relating 
to such business as at a date earlier 
than the 1st day of Jahuary, 1955, 
which is allocated to share-holders, 
such percentage being  computed 
subject to the provisions of Ex
planation I and ̂ny amount  in 
excess  of  7i  per  cent,  being, 
ignored:

[Mr. Speaker] ^ Provided that in the case of any such 
insurer in respect of whom an order 
hM been made under section 35 the 
amount computed as follows shall be 
deemed to be the surplus—

(a) there shall be deducted from
the surplus as disclosed in the 
abstracts aforesaid, interest at 
3i per cent, per annum  for 
one year calculated  on  the 
assets specified in any order 
made under sub-section (2) of 
section 35;

(b) with respect to  the  balance
arrived at under clause  (a), 
there shall be computed  an 
amount that bears the same 
proportion to the said balance 
as the liability on policies ap
pertaining to the  controlled 
business of the insurer, other 
than those expressed in any 
foreign currency issued on the 
lives of persons who are not 
citizens? of India, bears to the 
liability in respect  of  all 
policies appertaining to such 
business, the liabilities on poli
cies being computed as at the 
31st day of December, 1955, 
in accordance with the pro
visions contained  in  clause 
(b) of the Second Schedule;

Provided further that—

(a) in any case where the order
made under section 35 is with 
reference to sub-section  (2) 
only, the preceding  proviso 
shall have effect as if clause 
(b) had been omitted  there
from; and

(b) in any case where the  order
made under section 35 is with 
reference to sub-section  (3) 
only, the  preceding  proviso 
shall have ̂ ect as if—

(i) clause (a) had been omitted;

Oi) in clause (b), the words, brackets 
and letter “with respect to  the 
balance arrived at under clause
(a)” had been omitted; for the 
words “the said balance”  the 
words “the surplus” had  been 
substituted; and for  the  words, 
brackets and letter  “with  the 
provision of clause (b) of’,  the 
words and letter “with method A 
specified in” had been substituted.
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Explanation 3.—̂ Where an in
surer is an insurer  incori)orateJ 
outside India whose paid-up capital 
is outside India,  the  provision 
contained in this part shall  have 
effect as if a sum ̂ ual to that part 
of the paid-up capital of the insurer 
as determined by the Central Gov
ernment to be allocated to the con
trolled business of the insurer had 
been deducted from the surplus of 
the share  which  is  allocated or 
deemed to have been  allocated in 
accordance with the provisions of 
this part.”

The motipn was negatived.

Mr. Speaken The question is:

Page 23—

for lines 5 to 30 substitute:

“The compensation to be given 
by the Corporation to an insurer 
having a share capital on  which 
dividend or bonus is payable, who 
has allocated as bonus to policy
holders the whole or anjy part of 
the surplus as disclosed m the ab
stracts prepared in accordance with 
Part II of the Fourth Schedule to 
the Insurance Act in respect of the 
last actuarial investigation relating 
to his controlled business as at a 
date earlier than the 1st day  of 
January, 1955, shall be ten times 
the annual average of the share ot 
the surplus allocated  to  share
holders as disclosed in the abstracts 
aforesaid in respect of the relevant 
actuarial investigations  multiplied 
by a figure which represents  the 
proportion that the average busi
ness in force during the calendar 
year 1950 to 1955 bears to  the 
average business in force  during 
the calendar years  comprised in 
the period between the date as at 
which the actuarial  investigation 
immediately preceding the earliest 
of the relevant actuarial investiga
tions was made and the date  as 
at which the last of such investi
gations was made.**

The motion was negatived,

Mr. Speaken The question is:

Page 23, line 13—

omit “or paragraph 2, whichever
is more  advantageous  to  the
insurer.”

The motion was negatived.

Mr. Speaken The question is:

Page 23, line 14—

for ‘Twenty times” substitute “Ten 
times,”

The motion was negatived.

Mr. Speaken The question is:

Page 23, lines 16 to 23—

omit  “multiplied  by  a  figure 
which represents  the  proportion 
that the average business in force 
during the calendar year 1950 to 
1955 bears to the average business 
in force during the calendar years 
comprised in the period between 
the date as at which the actuarial 
investigation immediately  preced
ing the earliest  of the  relevant 
actuarial investigations was made 
and the date as at which the last 
of such investigations was made.**

The motion was negatived.

Mr. Spesd̂en The question is:

Page 24— 

omit lines 3 to 6.

The motion was negatived.

Mr. Speaken The question is:

Page 23— 

omit lines 24 to 30.

The motion was negatived.

Mr. Speaken The question is:

Page 23, line 31—

for “paragraph 1” substitute “this 
part”.

The motion was negatived.

Mr. Speaker: The question is:

Page 24, lioe 4—

for  ‘X including  any  bonus)” 
substitute “(excluding all bonuses)”.

The motion was negatived.

Mr. Speaker: The question is:

Page 24, line 7—

for “paragraph 1” substitute “this 
part”. ^

The motion was negatived.



9343 Life Insurance 23 MAY 1956 Corporation Bill 9344

Mr. Spejdter: The question is:

Page 24— 

to line 8,—
for “5 per cent.” substitute 

“4 per cent.”

(ii) line 10,—

for “5 per cent.” substitute—.

“4 per cent.”

The motion was negatived.

Mr. Speaker: The question is:

Page 24—

(i) line 12—

for “3i per cent” substitute “3 
per cent.”

(ii) line 13,—

for  “3i per cent” substitute “3 
per cent.”

The motion was negatived.

Mr. Speaker: The question is:

Page 24, line 17— 

for “paragraph 1” substitute “this 
part”.

The motion was negatived.

Mr. Speaker: The question is:

Page 25, line 31—

for “paragraph 1” substitute “this
part.”

The motion was negatived.

Mr. Speaker: The question is:

Page 25, line 35— 

for “were inserted at the end of 
that paragraph and” substitute 
“were inserted before  explana

tion 1 of this part and immediately 
after the words” and the date as 
at which the last of such investi
gations was made’.”

The motion was negatived.

Mr. Speaker: The que&tion is:

Page 25 and 26—

omit liues 36 to 39 and 1 to 5 re-
spectivdy.

The motion was negatived.

Mr, Speaker: The question is:

Page 18— 
after line 3, add :

“Provided furthea* that nothing 
contained in this  section  diaQ

affect the right  of  any  special 
agent to any overriding  commis
sion in respect of business  pro
cured by him through  insurance 
agents till immediately before the 
appointed day, if and when  the 
payment of the annual premium in 
respect of such business is  com
pleted.”

The motion was negatived.

Mr. Speaker: The question is:

Page 30—

after line 10, add:

“Provided that the chief agent 
shall have the option of payment 
of a lump sum amount of  seven 
times the overriding  commission 
on renewal premiums  earned by 
him in the year immediately pre
vious to the appointed day.”

The motion was negatived.

Mr. Speaken The question is:
Page 30, line 10— 

for “annually” substitute:

“to him or his nominees monthly.**

The motion was negatived.

Mr. Speaker: The question is:

Page 30, line 10— 

add at the end:

“and also a lump sum amount 
comprising of ten times the over
riding commission on the  fresh 
business introduced by the  said 
chief agent in one year immediate
ly preceding the appointed day.”

The motion was negatived.

Mr. Speaken The question is:

Page 27— 
after line 36 add'.

“PART D

The compensation to be given 
by the Corporation to an insurer 
of less than twenty years* standing 
or having only a business or less 
than three crores shall be—

(1)  Twenty times  the  annual 
average of the share of the sur
plus of 7i per cent, allocated to 
the shareholders  in thê  latest 
valuation; or
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(2) on the basis of treatmg thdr 
business as on 19th Januaî, 1956 
as a closed business by taking over 
enough assets to meet the policy
holder’s liability by an  apituarial 
valuation, the principle of  which 
is to be determined by the cor
poration and accepted by the com
pany and leaving the balance of 
the assets, if any, with the com- 
paQy for the benefit of the share
holders, whichever is more advan
tageous to the insurer.”  "

The motion was negatived.

Mr. Speaken The question is:

“That clauses 16, 35 and 36, the 
First Schedule as amended,   ̂ 
Second Schedule and the  'Hiird 
Schedule stand part of the Bill.”

The motion was adopted.

Clauses 16, 35, 36, the First Schedule as 
amended, the Second Schedule and the 
Third Schedule were added to the Bill.

Clauses 5 to 10, 13 to 15, 17, 18, 20, 
21, 23, 24, 26 to 34, 37 to 42, 44 to 49 

and clause 1.

Mr. Speaker:  The House will now
take up clauses 5 to 10, 13,  15, 17, 
18, 20, 21, 23, 24, 26 to 34, 37 to 
42, 44 to 49 and clause 1. We must 
close this at 4-30. If hon. Members 
will take half an hour for this I will 
v̂e half an hour for the third read
ing.

EXPUNCTION OF CERTAIN 

PROCEEDINGS

Mr. Speaken Before I proceed fur
ther I would like to announce to the 
House that this morning after I gave 
my ruling and disallowed the adjourn
ment motion, Shri Mukerjee  made 
certain observations both  against the 
Chair and against the ruling.  I take 
very strong exception to those observa
tions.  They are very ol)jectionable. I 
have, therefore, ordered expunction of 
his observations  commencing  from 
“I rise to a point of order” to the end 
before “I am proceeding to the next 
item of business.”

Shri Nambiar (Mayuram): While, he 
made that observation he had  also 
referred to the point that as Members

of this House we have got a right to 
move adjournment moticms auKi when 
adjournment motions are moved  it 
should not be treated as if we are 
moving them to create some sort  of 
misunderstanding in the country  etc. 
That also was not proper.

Mr. Speaker:  But hon.  Members
will try to restrain themselves.  They 
may have a riĵt to say what they have 
a right to say.  But after I  give a 
ruling, it is not right that they should 
take exception in the manner in which 
the hon. Member has said.  That is 
not right.  -

LIFE INSURANCE CORPORATION 

BILL—contd.

Mr. Speaken  So,  these  are  the 
clauses that will be taken up now.

Hon. Members who want  to move 
amendments to these clauses may kind
ly indicate the numbers of their amend
ments.

Shri Sê giri Rao  (Nandyal):  I
want to move amendments Nos. 54, 64 
and 65.

Shri M. C. Shah: We shall accept 
amendment No. 71 by  Shri  Sadhan 
Gupta to clause 6.

Shri Sadhan Gupta: I want to move 
the following amendments:

Clause 6 Amendments Nos, 67, 68, 
69, 70, 71, 72 and 73.

Clause 8 Amendments Nos. 152, 154 
and 155. -

Clause 10.

Mr. Speaken I  believe  the  hon. 
Member has got a number of amend
ments. He may kindly pass on  the 
numbers to the Table.

Sbd Tidsiites;  I want  to  move 
amendments Nos. 4 and 7 to clause 6, 
amendment No. 8 to clause 8, amend
ment No. 16 to clause 21, and amend
ments Nos. 23 and 24 to clause 28.

Pandit C. N. Mrfviya (Raisen):  I
want to move amendment No. 205 to 
clause 40.

Shri Barman (North-Bengal Reserved 
Sch. Castes): I would like to  move 
amendment No. 193 to clause 15.




