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involves the fate of 7 million e.
Therefore, we are very much
over it.

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

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

Mr. Speaker: 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 meeting. The Minister
of Parliamentary Affairs will also be
present. So, let us all look into the
matter.

Shri Gidwani (Thana) rose—

Mr. :+ 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 sincere. 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 ab-
duction was a love affair. 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 failures on our side and failures
on their side. Therefore, we were anxi-
ous to secure some improvement and
we were anxious to see that in the future
things would have very much improved.
We were satisfied with the assurance
given from the other side. But it all
remains to be seen how the assurances
are implemented.

Shri Jhumjhunwala (Bhagalpur Cen-
tral) : How many assurances you had
in the past?

Sardar A. S. Saigak They have not
yet been fulfilled!
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LIFE INSURANCE CORPORATION
BILL—contd.

Clanse 43.—(Application of the Insur-
ance Act).

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

Shri Talsidas (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. Chatterjee (Hooghly): You
were pleased to allocate 14 hours for
clause 43 and you allocated 2 hours
for the Schedules, and the rest of the
clauses were given 1% hours.

Mr. Speaker: 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. Speaker: 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. 8 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 Tukidas: This is a very impor-
tant measure. Different timings have
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 34 hours, Th:erefore
'lrequestthatyouwﬂlbepleased to
extend the time.

Sardar 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.

i!Blu'l'l'u:!arlo!ananltisdm‘lieult' to finish
t.
T

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

Shri Tulsidas: 1 beg to move:
{i) Page 19, line 9—
(i) after “26™ insert “27, 2TA"™;
and

(ii) after “39" insert “40B".
(ii) Page 19—
after line 10, add :

“Provided that investment under
section 27 of the Insurance Act
shall 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
<ent. of the first year premium and
12i per cent. of the renewal pre-
m t’m-"

(iii) Page 19—
for lines 16 and 17, substitute :

“Sections 2D, 10, 11, 13, 14, 15,
20, 21, 22, 23, 25, 28, 2BA, 30,
35, 36, 37, 40, 40A, 42, 43, 44, 47,
48, 102 to 106, 107 to 110, 111,
112, 113, 114 and 116A.™"
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Shri Ssdhan Gupta (Calcutta South-
East) : 1 beg to move :

(i) Page 19—
for lines 9 and 10, substitute :

“Sections 2B, 3, 18, 26, 33, 38,
39, sub-section ( of section 40A
sections 41, 44, 45, 46, 47A, 50,
51, 52, 110A, 110B, 110C, 113,
119, 121, 122 and 1237

(i) Page 19, line 16—
omit “35, 36, 37".

(iii) Page 19, line 17—
omit “113"
(iv) Page 19, lines 25 and 26—

‘aﬂer “subject to” insert “annulment
or”.

: All these amendments
are before the House.

The Minister of Finance (Shri C. D.
Deuhmnldl)' I have just given notice of
an amendment to indicate that I am
prepared to accept the insertion of 27A
a;fiPZSA in aruendm-t No. 29 of Shri*
Tulsidas to clause 43. He has 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, 27TA”
after “26”. If you do not want to have
“40B", 1 am prepared to accept your
suggestion.

Shri C. D. Deshmukh: 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 suggesung “conditions and 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 fi “25", insert 27A,
Z8an, B S

(ii) Page 19, line 21—

for “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 m
amendment No. 29. The point that
wanted to make was that sections 27
and 27A are so important that they
should be applicable as a whole on the
corporation. Now, the Fipance Minister
would like to have certain modifications
and alterations, and for that 2purpose,
he would like to have section 27A and
not section 27. Of course, he is accept-
ing to insert 28A. But the other things
are removed.

Shri C. D. Deshmukh: All these sec-
tions are put in there. After *25", 1
have sought to add “27A, 28A". Then,
sections 35, 36, 37 and so on so forth,
follow.

Shri N. C. Chatterjee: Is that in sub-
clause (2)7

Shri C. D. Deshmukh: Yes. I do not
accept anything from the amendment
of i Tulsidas, as such, I am saying
that in case the hon. Member wants to
make a point about investment, as he
did vesterday or the da’z before yester-
day in his speech, e 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 27A and 28A  being
added on in sub-clause (2).

Shri Tuolsidas: 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 27A 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
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Central Government s0 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 begause that is only
a restriction with regard to approved
securities. That medns that investments
will be done on the basis of certain
criteria laid down under section 27.
Section 27A merely provides with re-

to percentages and so on. If there
i5 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
ia:i,w if you want to apply section 27

Shri C. D. Deshmukh: 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
sanctioring authority itself or the ap-
proving authority itself. Approval means
approval of the Central Government.
Our scheme was, whereas we do not
deng 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 es and regulations. That is
the important reason for not including
section 27 and then going about chop-
ping and changing.

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

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

Shri C. D. Deshmukb: 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. Chatterjee: As the sec-

tion stands, it may be difficult to ope-
rate. -
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Shri C. D. Deshmukh: 'I'I:mﬂt1 i:ef the
point. It is very important wi er-
ence to certain pe\‘:l:uYeO 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. Chatterjee: Therefore, the
proper place will be invocation under
sub-clause (3).

Shri C. D. Deshmokh: 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
27A 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.
1 would 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 eriteria 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 declaré 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. Deshmukh: We choose the
-agents now. There is no question of
licensing for other purposes.

Shri Tulsidas: 1 accept the position.

Shri Sadhan Gupta: This clause ap-
plies certain provisions of the Insurance
Act in three groups. 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 group allows the Gov-
ernment to take time to consider and
aﬁ{ply such of the provisions as it thinks

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
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under certain sections will be. For exam-
le, 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 percentage, 25 or so. Then it
goes on increasing till the maximum
of 35 per cent. is reached. There is pro-
vision that in the second and third
year an additional 2% per cent. may be
paid. All these are salutary provisions.
1 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
volume 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 the omission
gflsoction 40-A from the First Sche-
ule.

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 thecommission de-
pendonthechmoeoftheaﬁnkaelg
ing alive. Why should not his fami
have the benefit of the commission
which he has earned?
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Therefore, I do not see why section
44 has been rel‘ehgated to otl'(;e :g:iond
group, name e up sections
whiclp; can t:ey bmugx? 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-
1y applied. I do not know why that sec-
tion also has -been transferred to the
second group. To secure these objec-
tives, I have sought to introduce amend-
ments 122 and 124. Amendment 124 is
consequential to 122.

Coming to the second egrollp of sec-
tions, 1 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 transfer its
business, wi 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
1 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 that 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
«lause as it stands at present is that the
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notifications will be laid before Parlia-
ment 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 entitted 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 Bill 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. Chatterjee: 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 and section 40B
deals with limitation of expenses of ma-
nagement in life insurance business.
They really go together, and that is a
very salutaty Fmvision 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 kmow under
our law you cannot force the man to
continue ‘as agent. Therefore, this sec-
tion 44 was very mecessary in order to
prohibit the cessation of payments of
commissions earned by agents and to
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[Shri N. C. Chatterjee]
see that it should not stop simply be-
cause the agency is terminated. That
section was a satisfactory and salutary
provision. I hope ﬂwre?; 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-Thun-
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 Corporation, but
then there is a practical dsﬂicu!:'.y and I
hope the Finance Minister would kindly
consider it when he ”ﬁﬁ“ 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 k invested
in the shares or debentures of any one
company other than a banking company
or investment company more than—

(a) two and a quarter per cent. of
the sum referred to in sub-section (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” company and if the Corporation
also can invest only ten per cent. in any
company, then the position would be
that many shares which the Corpora-
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
hop;le the necessarv modification will be
made.

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

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

carefully and wherever modiﬂcaﬁg
are necessary we shall have to make
them. That is why we divided these
clauses into three ies: firstly,
those which we were certain should be
applied. About the others we gave our-
selves a little chance, but in the main
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 and
we shall certainly bear it in mind in
working out the application of section
g;& in accordance with sub-clause

. Then 1 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 come in the way of our

ing it as much as we could. But,
as a token of our bona fides I am pre-
pared to put in that in sub-clause (2).

Shri N. C. Chatterjee: That is what I
suggested.
1 p.M.

Shri C. D. Deshmukh: Certainly, I am
prepared to do that. If you will permit
me....

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

I beg to move :

Page 19, line 17—
after “40A” insert “40B".

Mr. Speaker: Amendment moved:

Page 19, line 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 corpo-
ration would not want to transfer its
business to anyone else, it might want
to accept the transfer of business. I
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made that remark in connection with
certain general insurance business, the
question of which was raised by the
hon. Member, and I thought that a
provision of this kind would cover 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 come
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, 1 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 E:}rable to insurance agents.
Under the corporation, agency terms
may be rutionalised, 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. Speaker: Section 40A is there. In
addition. there will be section 40B
also.

Shri Sadhan Gupta: Section 40A pres-
cribes the maximum commission payable
to agents. .

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

Shri N. C. Chatterjee: That is a limi-
tation clause.
2—=137 Lok Sabha,
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Shri C. D. Deshmukh: Section 44
confers an im nt right on the agents.
Ilt_o‘frmrides t if an agent had in-
troduced a certain amount of business
or had worked for a certan 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, 1 repeat, to take away this
accrued right of insurance agents, and
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 is
in regard to section 44.

Then I come to section 113. That
section requires that every policy of
insurance must contain certain non-for-
feiture privileges. These privileges, we
recognise, are exceedingly valuable, and
it is proposed to apply these provisions
of the Act. But from the experience
of the Insurance Act that we have gain-
ed. it appears to us that some meodifi-
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 amen
ment No. 125.... .

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

Shri C. D. Deshmukh: I am sorry; it
is amendment No. 126. The 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, annulment, and
therefore there is no need to accept
this amendment.

Shri Sadhan Gupta: Will the Finance
Minsster 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 applied au-
tomatically.

Shri N. C. Chatterjee: That is the defi-
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Shri Sadhan Gupta: 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 caus: 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. Deshmukh: I confess I
have not carried out a complete com-
parison of the whole thing.

Mr. Speaker: My fear is that without
a substantive section, clause 43 which
includes in sub-clause (1), section 2
dealing with definitions, alone 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. Deshmukh: The hon. Mem-
ber’s point is that everything that occurs
in section 2 of the Insurance Act also
is defined in....

Mr. Speaker: There s 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 Bill, it is defined in
another way. So, if you say that sec-
tion 2 shall apply....

Mr. Speaker: 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.”
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Shri N. C. Chatterjee: 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.

Shri 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
‘approved  securities’, then what will
happen? There will be a hiatus.

Mr. Speaker: 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 the
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. Deshmukh: 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, the defini-
tion under this Act will appllg. 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-
gaon) : This is exactly the meaning
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 iz mind.

Mr, Speaker: What Shri Sadhan
Gupta says is that if the-same expression
is used in both the Acts and there is a
definition in clause 2 of the principal
Act which differs from the ition
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 fhe “other Act.

Pandit Thakur Das Bhargava: There-
fore, this reference to section 2 is un-
necessary because sub-clause (10) of
claus¢ 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
pot used here, but may be defined
only in the other Act.

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

Mr. Speaker: I shall now put the Gov-
ermnment amendments to the vote of the
House.

The question is :

Page 19, line 16—

after the figure “25” insert “27A,
2BA".

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.

'23 MAY 1956

Corporation Bill 9278

Mr. Speaker: The question is:
Page 19, line 17—
after “40A" insert “40B”

The motion was adopted.

Mr. Speaker: In view of the 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, 110A, 110B, 110C, 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. Speaker: 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 “annul-
ment or”.

The motion was negatived.

Mr. Speaker: 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.

CWIG,SS,SGmd&eM

Mz. Speaker: Clauses 16, 35 and 36
are connected with the Schedules. The
amendments relating to thesc may be
moved.
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Pandit Thakur Des Bhargava: 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 paragragh 5
shall be added to the first of the
two relevant actuarial investi,
tions mentioned in the Explana-
tion.”

Shri Tuksidas : I beg to move:
(i) Page 23—

for lines 14 to 23, substitute:
“Paragraph 1.—Twenty 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-
Jtion 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".

G#Y Pases 23 and 24—

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

(iv) Page 24, lines 7 to 10—

omit “where an insurer has allocated
to sharcholders moré than 5 per cent
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 cent” substitute :
61 per cent”.

(@ Page 24, line 11.--

"for “allocated any such surplus
to shareholders™ substitute:
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“aliocated to sharsholders any
such surplus as is referred to there-
mﬂ‘ .

(vii) Page 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 ia 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

cent. from the 19th January, 1956, till
the date of payment.”

Shri Sadhan Gupta: 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 o? 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 his
controlled business as at a date earlier
than the 1st day of January, 1955,
shall be ten times 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 3% per cent. the share
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allocated shall be deemed to be 3% 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 accordance
with Part 11 of the Fourth Schedule
1o 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 res 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 7% 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 34 per cent. per
annum for one y=ar calculated on the
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 Second
Schedule:

Provided further that—

(a) in any case where the order made
under section 35 is with reference to
sub-sectiop (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 1f—

" (i) clause (a) had been omitted :
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(ii) 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 provi-
sion of clawse (b) of”, the word§ and
letter “with method A specified in” had
been 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 te
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 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
any part of the surplus as disclosed in
the abstracts p in nce
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 imes 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 in 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
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.”

(iii) Page 23, line 13—

omit “or paragraph 2, whichever
is more advantageous to the in-

m.“

(iv) Page 23, line 14—

for “Twenty times™ substifute
“Ten times”.

-
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[Shri Sadhan Gupta]

(v) 23, lines 16 to 23—

omit “multiplied by a figure which
represents the proportion that the
average business n 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 ac-
tuarial investigation immediately preced-
ing the earliest pf the relevant actuarial
investigalions 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 all bonuses)”.

(x) Page 24, line 7---

for “paragraph 17 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 “3% per cent” substitute “3 per
nt”. .

(ii) line 13—

for “3% per cent” substitute “3 per

cent™,

(xiii) Page 24, line 17—
for “paragraph 1" substitute. “this
part”.

(xiv) Page 25, line 31—
for “paragraph 17 substitute “this
part”.
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(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 busi is completed.”

Shri C. D. Deshmukh: 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 respect 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 August. 1947
of any immovable prcmeﬂg 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 shall 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
;o which such deposits have become
0sses;

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 held
by the. displaced insurer and which had
been acquired before the 15th day of
Aﬁust, 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 be—

(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 aim 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 liabilities refer-
red to in Paragraph (4), the life insu-
rance fund had been increased a
like sum, and the compensation W ich
wou]dhavetobe%i::nwhimi.fthis
Paragraph had not been enacted,

r

O

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

Explanation—For the purposes of
this  Paragraph ‘displaced insurer’
means an insurance company whose re-
gistered office during any part of the
year 1947 was in anilsama 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

"o,
L]

less’
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limm.Il

Shri Keshavaienger (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”.

(ifi) Page 30, line 10—
add at the end:

“and also a lump sum amount com-
prising of ten times the overriding
commission on the fresh business in-
troduced by the said chief agent in one
:edardaimmediate]y preceding the appoint-

y'“

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 shall

(1) Twenty times the annual average
of the share of the surplus of 74 per
cent. allocated to the shareholders in
their latest valuation; or

z)onmehasi-sofuea:ing their
business as on 19th January, 1956 as a
closed business by taking over enou
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, which-
ev:rl: is more advantageous to the insu-
e

Mr. Speaker: All these amendments
are now before the House.
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Shri Talsidas: First of all, I shall
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
dispute shali be referred to the Tribu-
nal. It also provides for payment of in-
terest at 3% cent. on the sum pay-
able from the 19th January 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 January 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-
ermnment’s sanction to the Corporation's
estimates. There should be no dilatori-
ness in this respect, as happens in most
cases with Government. 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 chould be made be-
fore the 31st December 1956, and
want to see that it should bear interest
at 34 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 compensation
and this offer is acceptable only in full
satisfaction 'of compensation. This, 1
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 Bill already provides for ap-
peal to the Tribunal. Is it then fair to
penalise the appellant by providing that
he shall not receive compensation till
the Tribunal decides? There is no dis-
Eme regarding the amount determined

the Corporation; the dispute is only
ai‘;mn possible excess.

Why then provide for the sum so
determined? 1 would urge that the sum
determined by the Corporation should
just now be paid to the insurer and in
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case of dispites ing excess, that
point alone should 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.

1 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
1 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. T only hope that the
House would tealise the work of this
industry. Soon after we had our Inde-
pendence, there was the question of

artition and then difficulties arose. Be-
?ore Independence, a very large portion
of the business was in the hands of
foreign companies; soon after Indepen-
dence, for two yedrs 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 togethér. As regards
compensation, as you took over the
companies’ business on the 19th Janu-
ary 1956, at least they are entitled to
lg:;’l their compensation on the day their

siness was taken over. But here the
schedule says “the average of the last
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two valuations”, which means from the

1950 to 1955 inclusive. It means
that you take the value on the basis
of the year 1952 and not on the basis
of 1955, if you take the average for
the last six years. As 1 explained to
ou, the record of this industry is real-
Iy one of the best in this country and
yet you pay the compensation three
years behind, that is, valued on
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.
should like the Finance Minister to take
into consideration the fact that this in-
dustry as a whole has done their job
in a wonderful way 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 into
consideration before fixing the premium
and the bonus, there has always been
amarginofiﬁpcrccnt.hwhmthey
had already provided. This margin has
not been faken into consideration, be-
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 of the further busi-
ness done. Here again, there is a safety
margin of 20 per cent. in_the valuation.
That again these companies do not get
now. T am not saying that you pay them
full, but you do not pay them even ac-
cording fo what the companies have
been able to get in the way or sur-
pluses.or have been able to get in 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 omly 10 or 20
people in the counfry who will get it.
But there are 50,000 or 60,000 share-
holders who get this compensation and
not 20 people. 1 do not sce 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 Nambisr (Mayuram): There is
a world of difference.
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Shri Tulsidas: The very worker in
an insurance company is also a share-
holder; the hon. Member does mnot
realise that. The worker in an insu-
rance company is a as well;
the workers in the banking companies
and other companies are shareholders
of the companies.

Mr. Speaker: Does he mean mutual
companies Or proprietary companies?

Shri Tulsidas: Not mutual compa-
nies. The surplus goes to the policy-
holders. In the ordinary shareholding
companies, the sharehoiders are the
common people who hold a consider-
able percentage. In New India, for ex-
ample, there are more than 15,000
shareholders who hold more than 50 to
60 per cent. of the shares. Is it not pos-
sible for a worker in a banking con-
cern or an insurance concern to have
a saving of Rs. 200 a year, with which
he can hold four or five shares in the
company?

The Oriental is always CEI:led as an
example for the figure of Rs. 8,000 to
be paid to the shareholder. As the Fin-
ance Minister himself realises, the Ori-
ental was started about 70 or 75 years
back. A year back the Oriental was
wanting to make a mutualised company
and pay compensation to the sharehold-
ers. According to the valuation done
by the actuaries, the shareholder would
have got Rs. 8,000 one year back. What
is ﬂ]’e compensation that they will get
now?

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

Shri Tulsidas: The Government did
not want it because then nationalisation
came up. But if there was no question
of nationalisation, they would have de-
cided to give Rs. 8,000 to the share-
holder. That was the value. Under the
present scheme, the shareholder might
get Rs. 4,400, according to the Finance
Minister. My hon. friend, the Minister
of Revenue and Civil ‘Expenditure,
usually says that he is always the re-
presentative of the labourer and the
worker and, therefore, he is not inter-
ested to pay us. He is always interested
to bring out malpractices, but he does
not realise that it would recoil on his
work as well.

mmw:mnlmm
B.R.Mt):ﬁsecdmofthaﬂme
says that.
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Shri Tulsidas: I am glad the other
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 Tulsidas: The Select Commit-
tee has increased the figure from 3 to
3% per cent. and very few companies
are going to benefit. The Oriental could
still 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 74 per cent.
921 cent. belongs to the policy-hold-
ers. The Oriental al'located, on their va-
Juation 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 will be able to get. Most of the
other companies have been allocatin
75 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 7¢ per
cent. to § 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 hasis of the position
in 1952. The safety margin of 20 per
cent. which has been there has not been
taken into consideration. Although the
companies have been getting 74 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 on the basis of the present
valuation of the companies. We are
only capitalising to the extent of the
eamning of the company. The reserve
funds of the company, whatever they
may be, will be taken over Ey the Cor-
poration. This Corporation also will be
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%etﬁng 5 per cent. of the surplus. There-
ore, 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 alse. 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 be 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
alone has got claims for about Rs. B0
lakhs for the property they have lost in
Pakistan, for which they have put in a
claim. I do not know to what extemt
that loss will be made wp....

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

1 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 ' average
make it 3 years’ average—1953, 1954
and 1955. 1 would much prefer the
a ance of amendments Nos. 40 and
42, but if he does not want to do it, 1
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 will
be getting in future years.

My amendment No. 44 says “6% per
cent” instead of “5 per cent”. For those
companies which have not given any
allocation, you are prepared to give up
to 34 per cent. For those companies
which have given up to 74 per cent allo-
cation, you want to reduce it to 5 per
cent. [ am trying to effect a2 compromise
by amendment No. 44 and put 6% per
cent.

1 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.
1 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 meet
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 malrompetition between the insurers
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and the large ratio, is unprece-
dented. Malpractices, even of the cri-
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 the
authorities of the insurance companies
are interested, are rampant in the busi-
pess. 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 i
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 been incurring
heavy public expenditure in conpection
with many activities. The result of the
public expenditure may not have led
to the benefit of all clesses of people
in this country, 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
apain, the rise in the bank rates had
raised their interest earnings. All that
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 growth of
insurance business, certainly the State
which has contributed to it by measures,
direct as well as indirect, is entitled to
a part of it; that is to say, it is entitfled
to retain a part of the money which
the insureres claim by way of compen-
sation.

Not onlv that. The insurers in India
have also built up their business partly
at the expense of policy-holders. Tt is
well-known that the reserves kept by
Indian insurers against policies are much
lower than what are kept by foreign in-
surers. Sir, T understand on expert au-
thoritv that, if the same kind of reserves
were insisted upon in the case of Indian
insurers the biggest of Indian insurers
would have gone insolvent. T 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 this.extent that often it {s 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 profii for themselves and
for the shareholders at the expenses of
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
<ompensation 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 gquestion
whether his compcnsation 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 Govern-
ment wants to give 20 years’ average
earnings. May I put one question, Sir,
to those who want to capitalise earnings
at 20 years ? Some insurance companies
appoint bank peons. Suppose in the
<ourse of taking some money of the
insurance company the bank peon is
attacked by gangsters or decoits and he
gets killed. He loses his earning capa-
«<ity. His family is stranded. Now, sup-
pose he was getting an income of Rs.
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90 a month. Can any insurer say that
he would pay the peon’s family a com-
pensation of 90 x 12 x20—I think it
comes to Rs. 21,6007 If that was -
gested, 1 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
are 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 i 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
fact, the same kind of attitude has been
adopted by our legislation. A workman

- gts only 34 years under the Workmen’s

ompensation 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 highest he
gets 10 per cent contribution from the
company. So, if he is in service for 20
years he gets onlv two years' average
earnings by way of Provident Fund.
Then, by way of gratuity he gets only
one year and eight 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-
holders. The shareholders are workers
and the workers are shareholders. Very
well, but I do not with him en-
tirely. 1t 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 that
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. But even if workers are
shareholders owning one share or two
shares, they do not depend for ° their
livelihopd on their income 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, 1 have pi
certein amendments to which I shall
come later. The distinction is between
a person in the capacity of the service
which he renders to society—whether
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 sharecholder’'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.
1t is this social balance that 1 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 stick to certain so-
cial principles. If a capitalist is not wil-
ling to pay the employee 20 times his
annual eqmin%f 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 adoj
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 1 say is, one
kind of calculation should not aagply
to a worker and another kind of calcu-
lation should not apply to the capital-
ist.

Secondly, 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 if, it would be difficult for
him to carry on. Therefore, I  have
suggested certain amendments  which
would be in cooformity with both
these principles.
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What 1 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 I 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 ,
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 annuai average,
taking 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 distine-
tion between paragraph (1) and para-
graph (2).

Then, 1 would go further. Even if
this suggestion were not acceptable, I
would say that you should allocate ten
times the last surplus allocated. Allocate
that amount and be done with it. But, to
go further than 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
shiff for themselves. They are in a very
much better positicn than an employee
who is thrown out of his job. Therefore
whether the shareholders are rich or
poor, this would do every justice te
them.

Then, I would aiso 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
pot be taken into account. The amount
should be calculated only on the sum
assured, and therefore, 1 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 74 per cent. It is
nothing of the 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 7% per cent would havé 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 allocations and
they consider it fair to themselves. Now
why should we increase the allocations?
If some people allocate it at 7% per
cent, it shows that they were in a posi-
tion to appropriate more money
what is considered to be fair. In big
companies like the Oriental, 3:8 per
cent is considered to be fair. Therefore,
I 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 should get more
r cent. Even those who have
allocat norh.h:ﬁ 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 3% per
cent, because it is-by no means certain
that they would be in a position to al-
locate 3% per cent in the service at
any time.

Therefore, 1 would suggest that my
amendments seeking to put ie a com-
pensation formula are accepted, or at
least the maximum and the minimum
limits should be reduced.

As regards compensation, 1 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. Bur.,lagiu__the piouhon of
having to part with a part of my pro-
ﬁrwinthetaceofmckbymdiu.

erefore, in these circumstances, I
would agree to part with more than 1
should normally be willing to.

2 P.M.

1 have only one other matter re-
rding clause 36 about special agents.
'ﬂme is ome thing regarding special
ts to which I want to draw the
attention of the Finance Minister. It is
provided in claise 36 that the special
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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 business. 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 premium which would have
: ) Therefore, 1 have
given notice of amendment No. 204
where 1 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 ZK
him through insurance agents ti
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
agenis 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.
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Shri U. M. Trivedi: Is there an
amend t to amendment No. 209?

Pandit Thakur Das Bhargava: Yes.
I have moved my two amendments to
amendment No. 209.

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

Pandit Thakur Das Bhargava: Previ-
ously, there was apother amendment in
the amendment pavers. That said mon-
thly. I spoke on it two days ago.
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Shri §. V. Ramaswamy: 1 have mov-
ed amendment No. 207 to the First
Schedule.

Some Hon. Members: We cannom
hear the hon. Member.

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

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

Shri §. V. Ramaswamy: Medical or
surgical ?

Pandit Thakur Das Bhargava: You
can engage a lawyer.

Shri S. V. Ramaswamy: The purpose
of my amendment is very brief. Al
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 introducz 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 am
only seeking to provide that this prin-
ciple be extended in favour of small and
new companies.
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I may straightway say that I have
no quarrel with Part A or Part B or
Part C of the First Schedule. All that
I 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 shall 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
India 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 fnsurance 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—

amount computed on
the basis of the percentages for
the time being appropriate to the
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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, 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 th: 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—I 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 the case of the Orientals, the
share capital is Rs. 6 lahks. They have
been paying a dividend of 87 per cent,
and yet 1 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 been 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 paving only a dividend
of 5 per cent, and they will get only
Rs. 75,000.

My humble submission is that if
ou apply this rule flatly and uniform-
y, you will find that these disparities
work out unjustly. Certain companies
have also started with general business
and ploughed back the profits into the
tife business, They have deferred pre-
sentpmﬁtstofmurebmeﬁls.lnlgen"
case, if you apply this flat rule, it will
work very unjustly and inequitously.
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Therefore, 1 submit that a new cate-
gory may be created. I need not labour
on this, because the Finance Minister
himself has accepted it, namely that this
tlat 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. i

If he accepts the principle of it, the
point would be whether it would
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
that he may suggest. But, I would re-
quest him to accep* this principle, which
is merely an extension of the principle
which he has adumbrated in amendment
No. 209.

Shri Nambiar: 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
awav 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 um-
fair to say that they deserve more com-
pensation.  The common man cannot
understand what exactly he has to_pay
ccmpensation for. The policy of Gov-
emment 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 ‘or the advantages that they got.
But this should not apply to the
entire. earnings. The State cannot com-
pensate: for that. If that principle was

gepted, then no nationalisation would
be possible. They may say that the
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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,
especially 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 others
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 band-
ing it over to the State; so the State
must be generous and must give them
something. They might have coatribut-
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 tcr

the new formula of the Finance Minis-
ter, the rate of compensation has been
increased. Let us sec what the provi-
sion in this respect was in the Bill as
it went to the Select 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 rtesult 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 they have
swallowed, after everything is done, the
State comes forward and says, ‘Now is
the time for nationalisation; but we must
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be fair to the persons who have so nice-
-1y built lm the industry’. I cannot un-
derstand this sort of argument. If there
was any reason for the improvement
iof 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
«common 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
-tmproved. Al thesc go to amass wealth
4n the pockets of a few capitalists who
‘manage it in the name of insurance.

Therefore, here there is no question
of unfairness. It is unfair to the State,
it is unfair to the crores of the Indian
people if these few people are paid in
the name of compensation more money.
1 would request the hon. Minister to
accept the original formula at least.
Even that is too much. Shri Sadhan
Gupta has said that we cannot pay any-
thing more than 10 times. 1 would say,
-even that too is too much. But the hon.
Minister allowed 20 times first. Now
he says it must be multiplied by a ratio.
The formula given is a very wonderful
cone. I am unable to understand what
it means; I think others will also not
e able 10 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 representz 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 precedi
the earliest of the relevant actuari
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
sees this ingenuity of the draftsman and
of the Finance Minister.

I put a straight question to the Fin-
ance Minister how. much would this
amount to? He said it would be rou
Rs. 53 or 60 lakhs, and dealt with it
in a casual way. I want a categorical
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answer pow to the question; bow 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 Firiance 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 vou 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
1s 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 puarantee?
No, he cannot. That being so, how can
he do it in.the case of the nationalised
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 I think it will be too un-
fair if we allow this sort of attitude to
prevail in respect of payment of com-
pensation We cannot allow more com-
pensation. I strongly oppose any such
move and 1 supsorl the amendments
moved by Shri Sadhan Gupta as a com-
promise.

Shri U. M. Trivedi: When by the
fourth amendment of the Constitution,
article 31 was amended, we tried to
put down in it a clause half-heartedly
that we may give compensation, Yyet
we may not fight about the adequacy
of that compensation. It was lurking
in our minds all along that we must
pay compensation, and compensation,
when we first framed the Constitution,
meant only just compensation.
Australian Constitution provides that
compensation must always be just. Our
original Constitution also provided that
compensation when paid must be just
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We wanted to wriggle out of that posi-
tion, and made this provision that al-
though we might pay compensation, it
need not be chal in a court of
law on the basis of its being inade-
quate.

Therefore, the Finance Minister ap-
l[.::earz. to have acted in that spirit and
as given us various formulae by
which he wants to deprive people of
their property; yet he wants to
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 })ay 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 Ll]:roperty without compen-
sation, and compensation would
be just and fair. That was the idea that
was given to the uu}ﬂ.ﬂ:i!.u: 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.

Skri 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
exoropriating another man's money or
picking others’ pockets. Therefore, I
wonld 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 fattors that come into play in
determining compensation being paid to
the companies. Some have their shares
soaring very high in the market; some
have their shares at a very low level.
Under those circumstances, perhaps the
Govemment was not able to come to

evaluation of the l:ompem-
tlon that could be paid..

Shri C. D. Deshmukh: Some are
composite companies.

Shri U. M. Trivedi: I therefore feel
that the formula provided by the Gov-
ernment was just and there could not
have been anything better than that.
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It is true that it might hit some people,
but at the same time, in order to arrive
at a very 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 surprisess me most is the re-
ference to clause 36 in the Thu'd
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 feel
that their contracts are broken by Gov-
ernment and that Government is not
going to Elgy 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
glr'ozer that even if the contracts are

oken, 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 ought to cease
to have effect and all rights accruing
to the chief agent or the special agent
under any such contract shall termi-
natg¢ on that day. Here the provisiom
ought to have been that they  shall
continue to be governed by the con-
tract which they have entered into with
the companies. 1 see absolutely no
{usuﬁcatlon whatsoever for making
hid provision in the Third Schedule
that the compensation payable to a
chief agent shall consist of 75 per cent.
of the overriding commission s
in the contract relating to chief agency
with the insurer on the remewal 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 nal 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 1
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 commified,
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. Speaker: Is he (Shri Nambiar)
in his seat to hear this?

Shri N. C. Chatterjee: Very possibly
messages have come from some other
place!

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

Shri N. C. Chatterjee: He will be
guilty of breach of pledge, and  this
Parliament will be-slultif%’?ng 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. Chatterjee: I meant if the
Finance Minister responds to his appeal
he will be guilty of breach of pledge.

When the hon. Finance Minister an-
nounced his policy of nationalising in-
surance companies, he declared that a
fair com(r:nsation would be paid to the
shareholders of nationalised life busi-
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 solemn 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.
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shareholders are entitled to 7% 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.

1 am not thoroughly agreeing with
my friend, Shri Tulsidas, that the
insurance chapter is a most glorious
chapter in Indias 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 therecabou'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 44 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
busirfess would have gonme 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 some
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 7% per cent. There-
fore, 1 submit there is hardly any justi-
fication for Government now reducing
the percentage to 5% per cent. for de-
termining compensation for future.
If surplus is the basis of compensa-
tion, then it should pot be less than
7% per cent.

Then there are different methods of
valuation. Shri Tulsidas made one point
and I 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 wvaluation year
be taken, say, three vears 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 quinguennial. In the
1950 Act it was made compulsory to
have valuation for cvery three years.
Su 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, 1 have told you, during this later
period there has been a progressive de-
velopment of business and actually the
insurance world hzs done better. There-
fore, what 1 am pointing out is that
there is a good deal of force in what
he said.

1 am also suggesiing for the con-
sideration of the hon. Minister that
there should be a fresh valuation for
every company on thé 31st December,
1955 and on that basis you should for-
mulate vour 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
Consti‘ution we have got the word
“compensation”. The Supreme Court
has pointed out, it does not matter
whether the word is “compensauon or
the words are “just compensation”™.
They have said that the word “com-
pensation” means the same thing. Chief
Justice Shasm said that there cannot
be any, “unjust compensation™; if com-
pensation does not cmnpensale then it

caninot be compensation at afl. What
¥ am pointing out is that the word
“just” in that context is mere tautology.
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The gquestion is whether what we are
doing 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 proprietorial 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 ariificial depletion of
compensaiion by antidating the  basic
period tc 1950, 1951 or 1952, but thete
should be a proper valuation  made
with regard to the basic year 1955,
especially in view of the fact that there
was a remarkable improvement. 1 am
also pointing out that, in view of the
Insurance Act of 1950 by which the
valuation of life insurance business was
required to be done once in three
years, 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 class,
should not be hard-hit and they should
not be unfairly dealt with.

_ Shri Keshavaiengar : Sir, at the very
outset. . . .

Some Hon. Members rose—

Mr. aker : 1 cannot on addi
to the ﬁl::'mber. When we g?:m the d!g
cussion I have an idea as to how
many Members will speak and then
1 allocate time.

Shrimati Sushama Sen  (Bhagalpur
South): T 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.
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Shri Keshavalengar : Sir, at the very
outset 1 would like emphatically to re-
iate the baseless observation made
y my friend opposite, Shri Nambiar,
that 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
ropounded by him, coming from. . the
arty 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 rebbery
and I 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 say a few
words regarding my amendment No.
210. 1 am not satisfied with the com-
pensation that is allowed to this useful
seciion of insurers, the chief agents,
as it has now been provided in the
Third Schedule. 1 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 vears 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 vear 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 with several companies.
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We are wiping them out of existence
altogether. y 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, 1 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 scven times
the overniding commission on remewal
premiums in the year immediately pre-
vious to the appointed day? By this
amendment | 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 amount 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 walks of
life. It is a very reasonable request
that 1 am making, and I hope my
learned colleague, the hon. Minister,
will accept it.

3 pM.

I would like to suggest that in mak-
ing this arrangement, it is not very
improper that we shall be having an
admimstralive convenience. In fact, as
the Bill stands now, we are providing
the payment of this compemsation 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 make it
monthly, and it will facilitate them to
have a sort of living even though they
aré knocked out of their business alto-
gether by the enforcement of this
Bill. 1 think that is not a matter which
is so unacceptable to the Government.
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[Shri Keshavaiengar]

That could be made easily, with-
out much difficulty, and I am sure my
colleague will accept that amendment

also. The amount may be paid monthly
to hilren hor lob:eis heirsk.mSweral of these
people bave 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
;Imendments to the acceptance of the
ouse.

Mr. Speaker: We started this at 1-I3.
Two hours havebeena]]mdtothas
item. I will call i
now to reply. Of course, if any hon.
Member wants to put any question now,
I have no objection.

Shrimati Sushama Sen: I wanted to
pomt out my amendment also, regard-
ing 74 per cent. compensation. I find
that most of the Members are
on that amount of compensation. I
appeal to the Finance Minister to con-
sider that point.

Shri Matthen (Thiruvellah): 1 want
to say a few words about the
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. 1 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. :Aﬁerhi:}il, there are so
many companies w) are oung.
Therefore,p? would appeal mty tgo
the hon. Minister to consider the case
of those young companies, which has
also been referred to by Shri S. V.
Ramaswamy. 1 therefore support the
amendment of Shri S. V. Ramaswamy.
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Shri C. D. Deshmukh: I shall first
deal with amendment No. 13 to clause
16. The hon. Member, Shri Tulsidas,
wants that in addition to the compen-
sation payable, interest should be paid
at the rate of 3% per cent. fer the
period between 19th January, 1956 amd
the date of payment of compensation.
We are ourselves most anxious  that
compensation should be settled and be
paid as quickly as possible. Therefore,
we do not anticipate any delay. Io
any case, there is no justification for
the payment of interest for any period
before the Bill becomes law. Unless,
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 regard
to amendment No. 13.

Then, I come to amendment No. 204
to clause 36, which has been moved
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, quarterly 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.
Maturally, the commission would be
paid only on the instalments actually
received from time to time. Suppose
the policy was taken out on Ist May,
1956, the premia being payable quar-
terly, there would be no difficulty about
the commission on the quarterly pre-
mia due on Ist May, 1956. But the
hon. Member is noi 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 T can assure the
Member that it is the intention to pay
an overriding commission on all
remaining instalments on the first year's
premia. I think this assurance will be
welcomed.

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

“Notwithstanding anything 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—"

1 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 take overriding commission will
terminate on the appointed day. That
is why I suggested that it might be
safeguarded.

Shri C. D. Deshmukh: 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 icular clause
must be read with the Schedule. As we

do not construe the Schedule in the
way in which the hon. Member would
construe it, I do not think there is any
apprehension such as he entertains.

Now, 1 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 menthly and it should
be made over to the chief agent him-
self or his nominees. As  re
monthly payments, even as it is, making
up the accounts of all the 250 odd
chief agents and kee, ing track of all
the policies booked by them, would
be a very difficult task.

Therefore, %repan‘ng monthly ac-
counts in an obligatory way would, in
our opinion, be an oppressive adminis-
trative burden. As regards payments to
nominees, it is not mecessary....

Shri Velayndham: They were getting
monthly before.

Shri C. D. Deshmokh: Each com-
par?! kept its own accounts in regard
to its agents. Now, the Corporation
will have to do all that for all the
agents.
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Pandit Thakur Das Bhargava: Is it
not a part of the agreement between
the company and the chief agents that
:lhs):? will get payments as they falt
ue

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

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

Shri C. D. Deshmukh: It may be,
but we are giving the reasons for it,
pamely, that it would be an intolerable
administrative burden. -

Shri Velayudhan (Quilon cum Mave-
likkara—Reserved—Sch. Castes): Why
pot commute the whole thing and pay
a lump sum?

Shri C. D. Deshmukh: That is =
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 make
his own arrangements for his nominee ~
receiving the compensation in  the
same way as he would have done in
the normal circumstances. 1 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 T
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 Efd an
amount equal to ten times over-
riding first year's commission earned
by him during one year immediately
preceding the appointed day. He feels
that the schedule provides for loss of
renewal overriding commission on
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, The entire
first year's overriding commission is
usually consumed in expenses.  Theo
the compensation provided in the
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Shri C. D. Deshmukh]

schedule though expressed as percent-
age of the renewal overriding commis-
sion takes every aspect into account,
includifig 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
of ‘the two parties. This would result
in what is known in actvarial 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,
giving  seven  times the  over-
riding commission means  that
we are commuting the annual instal-

- ments of compensation at nine and a
half vears’ purchase.  This is much
too high,....

Shri Keshavaiengar: You can reduce
the 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—that is a
very important reason—because 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 will 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—
~are two issues. 1 had before

dealt with the displaced banks. One
‘of the important points made by Pandit
““Thakur Das Bhargava was that dis-
placed companies should get additional

23 MAY 1956

Corporation Bill 9328

compensation as they lost properties in
Pakistan. Now, if his argument is ac-
cepted, we 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 very 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
oing upon the latest valuation might
Ee unsafe.  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.
fore, we feel that we have found a
golden mean between the two  and
that 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 must be emphasised
again that it is ex gratic and that
the Corporation has no legal obligation
to pay this additional compensation.
From what 1 have been able to ascer-
tain, I think the displaced imural;lce
companies concerned which are coming
under Part B will have reason to be
satisfled at the treatment that is being
meted out to them.
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Pandit Thakur Das Bhargava: 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
1 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
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 beginning
that we have to decide this matter in
the light of a philosophy and an atti-
tude towards lfe. 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 try 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, generous, adequate and
inadequate, is all irrelevant because you
are concerned with quid pro quo. That,
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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. | 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 tor
practise a fraud on the law.

That brings 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 will 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
dffered 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 trv and include com-
pensation as fairly as they can.  This
is the theory that I entertain and I
have worked oul this compensation om
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 34 months’ pay or 3} years
pay—he quoled various instances—here-
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 compensation; 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-
1 owe you compensation. We do not
take away anything from the worker.
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Shri Sadhan Gupta: When he is
killed in the course of employment by
ﬂhoemg a hazardous job for you, what

)

Shri C. D. Deshmukh: To the exient
to which his earning power is reduced,
we work out compensation. To what
extent a person has lost his capacity
to 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:
<OmMMOnsense.

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

Capitalistic

Shri Nambiar must have very very
fundamental ideas about what moncy
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 Nambiar: It does not produce
any commodity which is necessary. 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. 1 think we should
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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 ;end ou.!hr mi:lul Lofﬁnd out what
exactly is the value of the pro
that we are taking over. Nobom
d!-::_nying that we are taking over 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 all
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 = besn
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

. 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 to 7 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 somc-
what unintelligible categories, the
Schedules and the various sections of
the Schedules, paragraphs 1, 2, Part A,
Part B and so on 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 words.
we are not unfair to the community,
neither are we consciously unfair to
the shareholders.
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Many 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 possi-
ble to deal with.  After all, nationa-
lisation comes in any year and since
new companies are being started, it will
never happen that you will not have
a young Or new Ccompany ©n  your
hand. It is just too bad for ..a. com-
pany that the whole business is being
nationalised. I am not, therefore, im-
g:essed by the argument of my friend

hind, Shri Ramaswamy, and I  do
not consider that there is any case for
discriminating between company  and
company.

Shri S. ¥. 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 d:s?laced persons is
an entirely new problem. On the other
hand, varying 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
compensation 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 Pro-
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. Deshmukh: Am I
then in regard to Industrial Prudenti
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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: I am right
there at any rate.

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

Shri C. D. Deshmukh: I am only
doing the necessary correction. I 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. I think
that is fair both to the community as
well as to the companies.

Onpe last thing and that is a bit of
information. Hen. Members wanfed to
knew what 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 makin
in consideration of the latest state o
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 allocatien from 3 to 3%  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 been 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 preposed to clause
16 regarding the question of the rate
of interest?
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Shri N. C. Chatterjees He has an- any company DOW CarTyi on
swered that. . business in West Pakistan }':-fd by
. the displaced insurer and which

Mr. Speaker: He has dealt with 1t had been acquired before the 15th

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 ascertajn-'

ed the losses incurred 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
August, 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 anv such immovable
proﬁeny 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 withdrawvn 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

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 which:
would have to be given to
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 him
if this Paragraph had not
been enacted

or

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

Explanation—For the purposes
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 Pakistan 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: Lo
Page 24— respectively.
after line 2, add : The motion was negatived.

“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:
“or

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 :

“Paragraph 1—Twenty times
the annual average of the share
of the surplus aliocated 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 years
comprised in the period for which
thc 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. Speaker: The question is:

Pages 23 and 24—

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

.

_in"

Mr. Speaker: The. question is:
Page 24, lines 7 to 10—

omit “where an insurer has al-
located to shareholders more than
5 per cent. of any such surplus as
is referred to therein, the insurer
shall be deemed to have
onhy 5 per cent. of the surplus
and.”

The motion was negatived.
Mr. Speaker: The question is:
Page 24, line 8—

for “S per cent.” substitute
“6% 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-

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 the
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 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

yment shall be -made before the
1st December, 1956.

(3) If such payment is not ac-
ceptable to the insurer in  full
satisfaction of the compensaticn
payable to him under this  Act,
he may within such time as may
be prescribed for the pse have
the matter referred to the Tribunal
for decision; and where the Tri-
bunal orders to be paid to the
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[Mr. Speaker] \
insurer any sum in addition to the
principal 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 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-
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 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 34

r cent. the share allocated shall

deemed to be 3% per cent.

Explanation 2—An Insurer in-
corporated outside India shall be
deemed to have allocated to share-
holders the same percentage of the
surplus as disclosed in the abstracts

ared in accordance with Part
‘I 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 percen
of the surplus in respect of e
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 lst day of January, 1955,
which is allocated to share-holders,
such percentage being com
subject to the provisions of Ex-
planation I and goy amount m
excess of 7% 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
34 per cent. per annum
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 controlied
business of the insurer, other
than those expressed in any
foreign currency issued on the
lives of persons who are not
citizeng 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
e to sl:ta—»secﬁon 3

y, preceding proviso
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 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 incorporated
outside India whose paid-up capital
is outside India, the provision
contained in this part shall have
effect as if a sum equal to that part
of the paid-up capital of the insurer
as determined by the Central Gov-
ermmment 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 ‘pﬂl’t-.'

The motipn was negatived.

Mr, Speaker: 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 any part of
the surplus as disclosed m the ab-
stracts prepared jn 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 e 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 dmng
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. Speaker: The question is:
Page 23, line 13—
omit “or paragraph 2, whichever
is more advantageous to  the
insurer.”

The motion was negatived.

23 MAY 1956

Mr. Speaker: The question is:
Page 23, line 14—

for "Twenty times" substitute “Ten
times,”

The motion was negatived.

Mr. Speaker: 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 durimg the calendar years
comprised in the period between
the date as at which the actuarial
m\mugucm 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. Speaker: The question is:
Page 24—
omit lines 3 to 6.

The motion was negatived.
Mr. Speaker: The question is:
Page 23—
omit lines 24 to 30.

The motion was negatived.

Mr. Speaker: The question is:
Page 23, line 31—
for “paragraph 1" substitute “this
part”.

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

Page 24, line 4—

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

The motion was negatived.
Mr. Speaker: The queshon is:
Page 24, line 7—
for “paragra‘ph 1" substitute “this

part™.

The motion was Mgatwed‘

Corporation Bill " 9342
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Mr. Speaker: The question is:
Page 24—

(@ live 8,—

for “S 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 “3% per cent” eubstitute “3
per cent.”

(i) line 13,—

for “3% 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 "t!ns
part.”

The motion was negatived.
Mr. Speaker: The question is:
Page 25, line 35—

for “were inserted at the end of
that paragraph and” subsiitute

“were inserted before explana-
tion 1 of this part and i iately
after the words” and the date as
at which the last of such investi-
gations was made”.”

The motion was negatived.
Mr. Speaker: The question is:
Page 25 and 26—
omit lines 36 to 39 and 1 wSre-
spectivély.

The motion was negatived.
Mr. Speaker: The question is:
Page 18—
after line 3, add :

“Provided furthey that nothmg
contained in this section

23 MAY 1956

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. Speaker: 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. Speaker: 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

n three crores shall be—

(1) Twenty times the annual
average of the share of the sur-
plus of 74 per cent. allocated to
the shareholders in their latest
valuation; or

Corporation Bill 9544
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(;)onthebasisottreaﬁngthﬁ’r
business as on 19th January, 1956
as a closed business by taking over
enough assets to meet the policy-
holder’s liability by an actuarial
valuation, the principle of  which
is to be determined by the cor-
poration and accepted bg the com-
pany and leaving the balance of
the “assets, if any, with the com-

for the benefit of the share-
lders, whichever is more adv.
tageous to the insurer.” -

The motion was negatived.

Mr. Speaker: The question is:

“That clauses 16, 35 and 36, the
First Schedule as amended, the
Second Schedule and the  Third
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
give half an hour for the third read-
ing.

EXPUNCTION OF CERTAIN
PROCEEDINGS

Mr. Speaker: Before 1 proceed tur-
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 objectionable. T
have, therefore, ordered expunction of
his observations commencing from
“T 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
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of this House we have got
move adjournment motions and when
adjournment motions are moved it
should not be treated as if we are
moving them to create some sort of
misungﬁrstﬂnding in the country etc.
That also was not proper. -

Mr. Speaker: But hon. Members
will try to restrain themselves. They
may have a right 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 manner in which
the hon. Member has said. That is
not right. .

LIFE INSURANCE CORPORATION
BILL—contd.

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

Shri Tulsidass 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 aménd-
ments Nos. 23 and 24 to clause 28.

Pandit C. N. aisen): 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.





