Union Finance Minister
Mr Pranab Mukherjee’s visit to Mumbai
on September 1, 2010
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THE TIMES OF INDIA

FM unhappy with citys Q1 direct tax collection

Mumbai: Union finance minister Pranab
Mukherjee on Wednesday said that he was
unhappy with the direct tax collection from
Mumbai in the first quarter of the current
fiscal. While  Mumbai contributed Rs
1,50,000 crore out of the total direct tax kitty
of Rs 4,00,000 crore or 36% in the last
fiscal,the figure this year stands at
15%,which is below the national average.
The minister said that the revenue collection
should be monitored effectively and special
efforts should be made to achieve not only
the budgeted target but to exceed it.
On the direct tax front,Rs 28,046 crore is
locked up in appeal before the commissioner
income tax (appeal) and Rs 10,010 crore
with the tribunal.

The net corporate tax has shown a growth of
20% and personal income tax a growth of
8.5% as on July 31.The minister met chief
commissioner and commissioners of income
tax,customs and central excise on
Wednesday to create a common platform for
both the departments to come together.

Mukherjee said that he expected the Indian
economy to grow over 8.5% during the year
2010-11.

For the period April-July this vyear,the
customs revenue collection in three Mumbai
zones has registered an average growth of
79.5% compared to the collection during the
corresponding period of last financial
year.The two central excise zones have an
average growth of 55.6% in the same period.
The minister said that the growth in service
tax is small though the service sector is
growing substantially.He said the officers
should address this issue and find ways and
means to increase the service tax collections.
An amount of Rs 3,088 crore is pending as
central excise arrears and Rs 1,740 crore as
customs duty.He said that pendency of
adjudication alarming.In Mumbai,Rs 2,192
crore of central excise duty,Rs 1,931 crore
of customs duty and Rs 3,800 crore of
service tax are locked up in the pending
adjudication cases.
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The insurance industry should increase the
penetration of its products by increasing
awareness in the country and lowering costs
by adopting new technology, Finance
Minister ~ Pranab  Mukherjee said on
Wednesday. Speaking at the Global
Insurance Summit 2010, he said financial
inclusion is the biggest challenge before the
Indian insurance sector.

"One of the important challenges before the
insurance industry today is to generate the
required level of awareness about the
benefits of insurance to our people,

particularly (those) living in semi-urban and
rural areas. It should be our endeavour to
take all necessary steps to ensure the reach
of insurance to masses."

He said that lack of an insurance net could
result in families slipping back into the
clutches of poverty in the event of
unforeseen contingencies. "Hence, to provide
a hedge against these unforeseen risks,
popularisation of micro insurance is one of
the essential ingredients of financial
inclusion.”



A
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Pranab Mukherjee for more thrust on micro insurance
products

Union finance minister Pranab Mukherjee today called
for efforts to bring awareness among rural populace
about micro and crop insurance products as a way to
enhance insurance penetration in the country.

Mukherjee highlighted popularisation of micro
insurance -- products characterised by low premium
payments and low

coverage limits-- as an effective model to promote
financial inclusion.

"To provide a hedge against these unforeseen risks
(like bad monsoon and other calamities), | would like
popularisation of micro-insurance as one of the
essential ingredients of financial inclusion packages,
Mukherjee said at a function here.

Also, there is a need to make farmers aware about
the importance of crop insurance as they are heavily
dependent on monsoons, he said, adding that the
government has taken a serious view about the huge
gap between the amount of crop loans disbursed and
that covered under the scheme.

Further, insurance companies should prepare to deal
with any kind of catastrophic losses, given that India
is a disaster-prone country, and explore the
reinsurance market to mitigate the impact of heavy
losses, he said.

The insurance penetration in the country, which grew
to 4.6% of GDP in 2009 from 1.84% in 1996, still
remains low owing to factors such as lack of
awareness and availability of products, he said
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THE ASIAN AGE

Mumbai, Sept. 1: The Union finance minister, Mr
Pranab Mukherjee, on Wednesday said the estimates
of 8.8 per cent GDP growth released on Tuesday
could be revised if inaccuracies are found in
computation.

“Criticism has been made about the projection from
the demand side, that it is not matching with the
growth that has been projected, and that will have to
be addressed,” Mr Mukherjee, said.

The CSO (Central Statistical Organisation) sometimes
corrects the figures as they are based on random
surveys, he added.

In data released on Tuesday, the Indian economy
was found to have grown by 8.8 per cent in the June
quarter — the fastest quarterly growth in three years
on the back of robust growth in manufacturing.
However, the growth at market price, which reflects
the value of the production or services after taking
into account indirect taxes, worked out to be just 3.65
per cent.

On the growth prospects for the Indian economy this
fiscal, Mr Mukherjee said, “I am a bit conservative, but
I will be too happy if the growth becomes 8.75 to 9 per
cent... But | am trying to confine my observations
between 8.5 to 8.75 per cent.”



New Ulip norms will boost customer confidence: FM

Finance Minister Pranab Mukherjee today said the
new guidelines for unit-linked insurance products
(Ulips) will boost investor confidence and draw more
customers to such schemes.

"Irda has come up with a number of regulations and
guidelines especially in the area of Ulips. This
initiative is in the interest of the policyholder and
would help in building confidence of the prospective
policyholders in the insurance products,” Mukherjee
said addressing the global insurance summit here.

The new Irda guidelines which came into effect from
today have capped various Ulip charges, increased

their lock-in period and mandated a minimum return
guarantee for pension plans.

Under the new regulation, policyholders would get

their money back even if they exit prematurely, as

against the present surrender charges of up to 100
per cent of the premium paid.

Currently Ulip products, which are equity linked
insurance schemes, account for about 80 per cent of

the total premium collected by the 23 private life
insurance companies.

Most of the life insurance companies have
approached the Insurance Regulatory and
Development Authority (Irda) for approval for new Ulip
products which comply with the guidelines.

"I am happy to note that the insurers have adapted to
the new regulations. | commend the regulator and the
industry for taking this very positive initiative and am
sure that this process of reforms shall continue,”
Mukherjee said.

He added that competition has intensified in the
insurance business with the entry of the private
sector, but asked insurers to keep premiums at
affordable rates.

"The insurers have to ensure further penetration of
the health insurance in this country. Simultaneously,
there is a need to concentrate that the premiums are
affordable for the insured," he said.



FINANCIAL INCLUSION: Union Finance Minister Pranab
Mumbai on Wednesday. Assocham President Swati Piram
Paul Noronha

Union Finance Minister Pranab Mukherjee
on Wednesday urged the insurance industry
to accelerate micro-insurance to promote
financial inclusion.

“Micro-insurance is the essential factor of
financial inclusion”, said Mr. Mukherjee
while addressing the Global Insurance
Summit, organised by Associated Chambers
of Commerce and Industry of India

Mukherjee cutting the cake on the 54th anniversary
al (right), and LIC Chairman T. S. Vijayan (left) |

of LIC in
ook on. Photo:

(Assocham) here. He called upon the leaders
of the insurance industry to broadbase the

insurance market to cover rural and semi-
urban areas.

The Finance Minister said the UPA
Government had laid a special emphasis on
insurance and had launched Aam Admi
Bima Yojana, Jan Shree Bima Yojana,



Rashtriya Swasthya Yojana and crop
insurance scheme to protect and
economically empower weaker sections of
the society. He observed that the health
insurance covered miniscule percentage of
the population and called for a big push to
promote it. The Finance Minister said there
was an urgent need to step up outreach
programmes to create greater awareness
about the insurance products.

Speaking about the role of insurance in
disaster management, he said “insurance
plays a key role in mitigating the losses
arising out of disasters. Our insurance
companies must explore international re-
insurance markets to protect their interests
and render services.”

The Finance Minister commended the
Insurance Regulatory Development
Authority (IRDA) for having laid down a
strong regulatory framework. He said the
new ULIP norms, which have come into
force from today [Wednesday], are aimed
building investor confidence. Mr. Mukherjee

said “reforms are not static and they must
keep flowing.”

The Finance Minister also said insurance
was a technology-driven sector and the
players must adopt all modern technology
and hold regular skill upgradation
programmes for their personnel. He said
technology holds the promise of cutting
costs, whose end-result would be the
reduced cost of premium for the general
public.

J. Hari Narayan, Chairman, IRDA, spoke
about the trends in the Indian insurance
sector, while T. S. Vijayan, Chairman, LIC,
made a presentation about the role played by
his organisation in the development of
insurance market.

The Finance Minister cut the ceremonial
cake to mark the 54th birth anniversary of
LIC, which was celebrated on September 1.
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Go the rural way to grow faster: Pranab tells insur  ers

Finance Minister Pranab Mukherjee today asked thei  nsurance industry to head to the
hinterland with products that are affordable to the poor section of the society, if they want to
grow faster.

"One of the important challenges before the insurance industry today is to generate the required level of
awareness about the benefits of insurance to our people, particularly those living in semi-urban and rural
areas. It should be our Endeavour to take all necessary steps to ensure the reach of insurance to
masses," Mukherjee told an insurance meet organised by industry body Assocham here today.

He also asked the industry to prepare themselves for dealing with catastrophes, especially those arising

from natural calamities, as our country is prone to many a natural disasters. He also advised the industry
to create awareness among the poor and the vulnerable sections of the society, especially those in rural

areas, so that they can avail the benefits of financial services.

The government has also introduced many special products aimed at the rural markets like Jan Shree
Bima Yojana, Universal Health Insurance Scheme, Aam Admi Bima Yojana, Rashtriya Swasthya Bima
Yojana, Crop Insurance etc for the benefit of the poor and needy, he said.

On disaster management, he said, "insurance companies should concentrate on exploring the world
reinsurance market so that the impact of heavy losses can be mitigated.
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Random surveys may have led to GDP errors, says Pra nab

MUMBAI: The government is keeping its fingers
crossed and hopes the economy will grow by 8.5-
8.75% in the current fiscal as predicted in the
Economic Survey. “l am sticking to the growth
forecast made in the Economic Survey,” said finance
minister Pranab Mukherjee.

Mr Mukherjee attributed the government’s
conservative approach on GDP growth to the
uncertainties prevalent in an economy of the size and
magnitude of India. “I am hoping the monsoon will be
all right but there is some deficiency of rains in parts
of Bihar, West Bengal and Jharkhand. Therefore, we
shall have to wait for the completion of the kharif
season and the monsoons to see the final impact
these would have on growth. Keeping that in mind |
am conservative, | will be too happy if the economy
grows from 8.75% to 9%. But | am trying to confine
my observations to between 8.5% and 8.75%,” the
FM said.

Regarding the doubts raised by economists over the
disaggregated figures of the GDP forecast of 8.8% for
Q1, the FM said: “Once the CSO gives the figures, it
corrects them sometimes, there is no doubt in it. The
CSO corrects the figure sometimes because it is on
the basis of random surveys. Therefore, there are
some errors here and there and the revised figure will
be given. Some criticism has been made about the
projection from the demand side not matching with

the growth that has been projected and that would
have to be adjusted.”

Earlier, speaking at an Assocham meet on insurance,
Mr Mukherjee added that the new Ulip regulations
would rebuild policyholder confidence. He also said
there would be further reforms in insurance.

“Reforms are not static, they must keep flowing,” the
finance minister said.

Responding to a question on the National Rural
Employment Guarantee Scheme creating labour
shortage in agriculture, Mr Mukherjee said: “I would
like to see that labour gets more wages. We are
giving minimum wages at Rs 100. Those who want to
deploy them should give them higher wages.”

Earlier, speaking at an Assocham meet on insurance,
Mr Mukherjee said liberalisation of the sector has
resulted in development of new insurance products,
reduction of premium, improved customer service,
increased visibility through print and electronic media.

Earlier, speaking at an Assocham meet on insurance,
Mr Mukherjee added that the new Ulip regulations
would rebuild policyholder confidence. He also said
there would be further reforms in insurance. “Reforms
are not static, they must keep flowing,” the finance
minister said.
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FM calls for concrete steps to recover Rs 38K cr ta

MUMBAI: Concerned over Rs 38,000 crore in tax
revenue being locked up in legal disputes, Finance
Minister Pranab Mukherjee on Wednesday asked the
authorities to step up efforts to realise the taxes.

"Rs 28,046 crore is blocked in appeal before CIT
(Appeal) and Rs 10,010 crore before Income Tax
Appellate Tribunal (ITAT)," Mukherjee said after
meeting Revenue Department officials here.

"The major area of concern on the direct tax side is
the revenue locked up in appeal... Department should
take concrete steps to realise the revenue locked up
before the appellate authorities," he said.

Last month, the Finance Minister had called the
Income Tax Department the biggest litigant in the
Indian government and asked it to re-examine the
way it handles tax disputes.

"One area of concern is litigation with taxpayers. The
department is filing appeals in a routine manner,
without careful thought and examination, leading to

X arrears

the Department earning the dubious distinction of
being the biggest litigant in the Government of India,"
Mukherjee had said.

Later, the Central Board of Direct Taxes (CBDT) set
up a committee to monitor and minimise litigations
and asked its officials to look into the merits of cases
before moving courts.

Mukherjee also said April-July direct tax revenue has
grown 15.75 per cent from a year earlier. While
corporate tax revenue was up 20.9 per cent, personal
income tax revenue rose 8.51 per cent during the
period.

"The overall direct taxes growth is satisfactory,” he
said.

According to CBDT data, direct tax collection shot up
by 15.75 per cent to Rs 85,647 crore in the first four
months of the fiscal from Rs 73,990 crore in the
previous fiscal.
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IRDA now wants to put distribution house in order

MUMBAI: After months of intense focus on unit-linked
insurance plans, which has resulted in a complete
overhaul of norms, the insurance regulator is now
looking at other areas.

One area is the distribution of products. “Product
efficiency alone will not contribute to a healthier
market,” said Irda chairman J Harinarayan. He added
that the regulator was looking at the manner in which
corporate agents, banks and telemarketers sold
insurance policies.

Speaking at an insurance summit organised by
industry body Assocham, Mr Harinarayan said Irda
would be coming up with new regulations on
bancassurance. Most insurers expect the regulators
to break the exclusive deals that insurers have with
banks for selling insurance. It is also expected that
the regulator will put in place norms to ensure that
banks continue to service policyholders even if they
decide to discontinue their insurance partnerships.

Irda has published draft guidelines on agent
behaviour which prescribes minimum productivity
levels and has also proposed norms which require
agents to generate a report analysing the prospects
needs before selling them a policy. “The draft norms
pertaining to agents’ behaviour are still being
examined, but the response from insurers has been
positive so far.” In July this year, Irda had proposed
revoking licences of agents should they fail to
maintain an average annual persistency ratio of at
least 50%. The ratio indicates the number of
policyholders who have renewed their policies,
implying that they are satisfied with the policies sold
to them. The insistence on minimum level of
persistency is aimed at checking mis-selling by life
insurance agents. The draft guidelines also seek to
prescribe the minimum amount of premium to be
brought in by each agents as well as the number of
policies to be sold per annum.

During his address at the seminar, Mr Hari Narayan
pointed out that although the capital brought in by
private life insurance companies was “31,000 crore,
the total net worth had shrunk to 11,000 crore. He
said this was because the cost of acquiring one unit of
premium was much higher than anticipated by the
industry.

On the proposed IPO guidelines for insurance
companies, he said they are likely to be released
before the insurance companies complete 10 years of

operation, presumably in the next couple of months.
In addition, the insurance regulator is planning to set
up a transaction platform to facilitate placement and
settlement of reinsurance transactions. “Such a
platform will increase the efficiency of the entire
process and will also lead to better price discovery,”
Mr Hari Narayan explained.

Insurers paid a high price for premium because many
customers did not renew their policy. “The persistency
ratio reported by life insurers has been as low as 40-
50% with the figure dropping to a mere 10% in some
cases. While conceding that the new Ulip norms
would push back the expected break-even dates for
several insurance companies, he said given that they
will reduce their expenses, they will break even in a
healthier manner.

On the non-life sector, the Irda chief expressed
concerns on the high combined ratios (ratio of claims
and management cost to total premium) of
companies. “In 2008-09, the combined ratio for the
industry was 90%. This has come down to 70% now,
but the ideal figure would be close to 63-64%,” he
said, while adding that the downward trend in
combined ratios has started, with companies
beginning to shake off the effects of detariffication.



Goods, services tax roll-out may miss April 2011 ta  rget: Pranab

New Delhi, Sept. 2

It is official now. The country may miss the April 1, 2011 deadline for adopting a dual goods and services tax (GST)
system.

The Finance Minister, Mr Pranab Mukherjee, has now conceded that it may not be possible to introduce GST from
April 1 next year. The main bottleneck in achieving this major tax reform is the absence of consensus between the
Centre and the States on the required Constitutional Amendment for introduction of GST.

A Constitutional amendment is necessary as States are looking for powers to tax services and the Centre is looking
to tax goods up to the retail stage.

“I had tried my best to introduce the Constitutional Amendment Bill for GST in the last monsoon session of Parliament
itself. But for certain reasons beyond my control it could not be tabled in the last session. Since we could not place
the Bill in the last session, it may not be possible to introduce GST from April 1, 2011,” Mr Mukherjee said at a review
meeting with top officials of the income tax, customs and excise department in Mumbai on Wednesday.

The Finance Minister highlighted that the GST legislation both at the Centre and the States can be undertaken only
after the Constitutional amendment. At the same time, he advised the excise and service tax officials that there
should be no let up in their ongoing work relating to GST.

Ministry instructions

Mr Mukherjee asked the service tax and excise officials to initiate dialogue with the State Government authorities as a
way of familiarisation, “since ultimately when the central GST and State GST come into effect, you will have to work
in tandem.”

The Finance Minister also asked the Central Board of Direct Taxes (CBDT) and the Central Board of Excise and
Customs (CBEC) to constitute standing committee at the Chief Commissioners' level for litigation management.

Moreover, all the annual general transfers should be carried out by both the boards by the month of April, Mr
Mukherjee said. The Finance Minister also asked the Revenue Department to create a formal risk management
institution to improve the voluntary tax compliance in India.
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Customs tax mop-up for 3 Mumbai zones at 79.5%’

Mumbai: Customs revenue collection in
three Mumbai Zones for April to July period
registered a 79.5% average growth
compared with the collection during the
corresponding period last fiscal, finance
minister Pranab Mukherjee said on
Wednesday.

“There has been buoyancy in central excise
too, though growth has been slightly less as
compared to customs. | find that the two
central excise zones in Mumbai have an
average growth of 55.65% compared with
the collections during the corresponding
period last fiscal,” Mukherjee said. The

minister added that the trend of revenue
realisation needs not only maintenance but
also improvement during the coming months
so that if there is any shortfall in other area,
collections from this zone can help us fill the

gap.

Mukherjee, however, observed that service
tax collections grew at only about 8%. “ I,
however, fail to understand why the growth
of service tax should be so small. It is an
acknowledged fact that the service sector in
the country is also growing substantially. |
would like those of you concerned with the
service tax collection to ponder over this and
find ways to increase the collections,”
Mukherjee also said that in this zone an
amount of around Rs 3,088 crore was locked
up in respect of central excise arrears, and
an amount of Rs 1,740 crore in respect of
customs duty arrears.

“We are now in the beginning of second half
of the fiscal. It is high time that we give
special emphasis on taking some serious
steps for collection of arrears of revenue.”
the minister noted.
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Direct tax collections to be monitored effectively: FM

Finance Minister Pranab Mukherjee today asked commissioners of the income tax departmentand customs to focus
on low growth in service tax, the high level of arrears and amounts locked in litigation and adjudication.

During the meeting with chief commissioners and commissioners of income tax, customs and central excise in
Mumbai, Mukherjee also expressed concerns over the slow growth in direct tax collections in the Mumbai zone. He
pointed out that there was a decline in collection of tax deducted at source (TDS) — a major source of revenue for
the government

He also asked the revenue department to create a formal risk management institution to improve the voluntary tax
compliance in India.

“The achievement of direct tax collection largely depends on collection from Mumbai. Therefore, revenue collection
should be monitored effectively and special efforts made to achieve not only the budgeted target but also to exceed
it,” Mukherjee said in his address.

Over half the direct tax collections come from the Mumbai zone and a slow growth could hit overall collections.

While urging indirect tax officials to improve on the performance so far, he said service tax collections that grew eight
per cent in this financial year needed to be analysed



New Ulip norms will boost customer confidence: FM

Finance Minister Pranab Mukherjee today said the
new guidelines for unit-linked insurance products
(Ulips) will boost investor confidence and draw more
customers to such schemes.

"Irda has come up with a number of regulations and
guidelines especially in the area of Ulips. This
initiative is in the interest of the policyholder and
would help in building confidence of the prospective
policyholders in the insurance products,” Mukherjee
said addressing the global insurance summit here.

The new Irda guidelines which came into effect from
today have capped various Ulip charges, increased

their lock-in period and mandated a minimum return
guarantee for pension plans.

Under the new regulation, policyholders would get

their money back even if they exit prematurely, as

against the present surrender charges of up to 100
per cent of the premium paid.

Currently Ulip products, which are equity linked
insurance schemes, account for about 80 per cent of

the total premium collected by the 23 private life
insurance companies.

Most of the life insurance companies have
approached the Insurance Regulatory and
Development Authority (Irda) for approval for new Ulip
products which comply with the guidelines.

"I am happy to note that the insurers have adapted to
the new regulations. | commend the regulator and the
industry for taking this very positive initiative and am
sure that this process of reforms shall continue,”
Mukherjee said.

He added that competition has intensified in the
insurance business with the entry of the private
sector, but asked insurers to keep premiums at
affordable rates.

"The insurers have to ensure further penetration of
the health insurance in this country. Simultaneously,
there is a need to concentrate that the premiums are
affordable for the insured," he said.



Insurance Regulatory and Development Authority
(Irda) is working on a reinsurance transaction
platform. According to J Hari Narayan, chairman of
Irda, the regulator will release the draft guidelines on
the platform by the end of present financial year.

“The regulator is working on guidelines on the
transaction platform for reinsurance,” Hari Narayan
said on the sidelines of the Global Insurance Summit
organised by Assocham in Mumbai. The draft
guidelines called Exposure Draft on Electronic
Transaction and Settlement System Regulations were
released by Irda last week.

Reinsurance is where the general insurance
companies insure the risk in their book with reinsurer.
In India, there is only one public sector reinsurer with
whom the insurance companies are mandated to
cede a minimum 10 per cent of their risk.

Many a time, there is more risk concentrated on the
books of a reinsurer in way of inward reinsurance
and, hence, such a platform helps to bring about
transparency. Both the general insurance companies
and reinsurers will benefit from such a platform, say
industry experts.

“The main reason appears to be the inability of the
parties to the transactions to agree with the balances.
This is mainly because each party stores the
information within its system in different ways and
with different reference numbers. The problem is
rendered more difficult because reconciliation of
balances requires cooperation between the two
parties to the transactions to resolve the matter,” Irda
said in its release.

According to Irda, it provides for setting up of a
service company that will undertake the task of
creating an electronic transaction administration and
settlement system for quick and efficient settlement of
reinsurance treaty, facultative, coinsurance and such
other placements by whatever name they are called
between reinsurers, insurers and brokers.

According to Hari Narayan, the IPO guidelines will
take some time as the draft in economic capital for
general insurance companies is pending with the
Securities Exchange Board of India (Sebi).

“It will take another 3-4 months for the economic
capital guidelines to come for general insurance
companies,” he told Financial Chronicle.

The sales of life insurance companies exceeded the
company'’s expectations, which led to higher capital
being pumped in to meet higher than expected
expense costs.

According to Hari Narayan, the break-even deadlines
of the companies have been pushed ahead because
of the market conduct issues and the higher sales.
“The sales grew at 20 per cent CAGR and, hence,
they exceeded the company targets every year until
2008,” he said.

“Now, with new guidelines in place, healthier
companies will break even as against the case
earlier,” he added. According to the chairman, the
persistency of life insurance industry is abnormally
low at 40 per cent, which is worrisome.



Irda clears 51 unit-linked plans

Two pension products also cleared on day one of the

The Insurance Regulatory and Development Authority
(Irda) had approved a minimum of two products per
company filed in accordance with new unit-linked
insurance plans (Ulips) norms, IRDA Chairman J Hari
Narayan said in a press conference here on
Wednesday.

To comply with the new norms, all 23 life insurance
companies had filed 68 products with the regulator.

“We have cleared 51 products out of the 68 products
that were filed with us,” Hari Narayan said.

In addition, two pension products have been
approved by the regulator — one from the Life
Insurance Corporation (LIC) of India and the other
from a private player.

Life insurance companies have had to re-file Ulips to
comply with the new norms, which take effect from on
Wednesday.

Ulips, which contribute 80 per cent of the total
premium collected by private companies, will see a
dramatic change. Irda has capped the difference
between net and gross yields during the policy term.

new Ulip regime .

Insurers will have to offer a minimum prescribed
return even if a policyholder withdraws from the fund
before maturity. For the fifth year, the cap is fixed at
four per cent.

LIC has redesigned its “Market Plus” scheme as
“Pension Plus”. “The product will be available to
policyholders from tomorrow,” said LIC Managing
Director D K Mehrotra.

“Providing guarantee of 4.5 per cent on pension is not
easy and we will need some more time to file our
pension products,” said P Nandagopal, managing
director and CEO, India First Life Insurance
Company.

While companies like SBI Life and HDFC Standard
Life have launched their products, Bajaj Allianz Life
Insurance plans to launch it in the next three days.

“We expect the regulator to clear all our products by
September 30. We have started training our agents
after our products got approved by the regulator two
days ago,” said Bajaj Allianz Life Insurance Managing
Director and Chief Executive Officer Kamesh Goyal



Insurance industry will grow at a slower but health
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New Ulips to change industry, Irda image
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Finance Minister Pranab Mukheriee sent a stern message to the Mumbai taxman during his visit raising
concerns over low growth rates and locked up revenue, CNBC-TV18's Ashwin Mohan delves deeper.

The IMF may have predicted the Indian economy to grow at 9.5% during 2010-11, but the FM is a tad
conservative pegging it at 8.5%.

His trip to Mumbai, however was a wake-up call to the Income Tax department. On the direct tax side, one
major area of concern for the FM is the revenue that is locked up in appeal, which is in excess of a
staggering Rs 38,000 crore before the Income-Tax Appellate Tribunal and the CIT appeal. The FM has
also set up standing committees in both the Central Board of Direct Taxes as well as the Central Board of
Excise and Customs for proper and effective litigation management.

On the indirect tax side, he is also concerned with revenue areas as far as the central excise and
customs duty zones for Mumbai go. He is greatly disappointed with the meagre 8% growth as far as
service tax collections go.

Mukherjee is satisfied however on the direct tax collections side, with the overall growth hovering around
15.75%. He cautioned the Mumbai circle saying that their collections are below the national average.

On the policy front, he feels it may not be possible to introduce the goods and services tax or GST before
April 1, 2011 because it requires constitutional ammendment as far as the Centre and the states are
concerned. This constitutional ammendment, according to him, has a certain gestation period.

The direct taxes code will be effective from 2012. According to the finance minister, the interim period will
be used for training as well as educating the income tax department.
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The Insurance Regulatory and Development Authority (IRDA) Chairman, J Hari Narayan, has expressed
concern over erosion in networth of life insurers and the time taken to break-even.

Speaking at an Assocham seminar on insurance, the IRDA chief said the erosion in networth in the last
10 years has been more than projected. Though many companies exceeded premium sales expectations,
it was at a high cost. They also exceeded capital and consumption expenditure targets substantially.

Only half of the companies have managed to achieve break-even. The balance could not achieve break
even due to higher expenses, Mr Hari Narayan said. The low persistency rate, sometimes as low as 10%,
is another challenge, he added.

He underscored the fact that equal attention should also be given for distribution — the quality and
productivity of tied agents should be improved. IRDA is also working on guidelines for bancassurance.

Non-life segment

In the non-life segment, the companies grew by 9% in 2009-10, but the growth is slowing down. The
growth is moderate because of the de-tariffing. Last year, eight non-life insurance companies reported
profits, against seven in 2008-09. “Underwriting losses continue. We should aim for 63-64%. It is currently
75%, although the trend is downwards,” he said.

Expressing concern at the lopsided geographical penetration of non-life insurance, the IRDA chief said,
Maharashtra, Tamil Nadu, Delhi and Andhra Pradesh accounted for 52% of general insurers' business. If
Karnataka and Gujarat are added then, six States account for 70% of non-life business.

On the Initial Public Offer guidelines, Mr Narayan said the regulatory committee set up jointly by the
Securities and Exchange Board of India (SEBI) and IRDA is working on it. “IPO guidelines are under
consideration with the special committee. They will be placed well before the insurance companies reach
10 years of operations. That is around October,” he said.
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Mumbai, Sept 1 (PTI) Finance Minister Pranab Mukherjee today asked the insurance industry to
head to the hinterland with products that are affordable to the poor section of the society, if they want
to grow faster. "One of the important challenges before the insurance industry today is to generate
the required level of awareness about the benefits of insurance to our people, particularly those
living in semi-urban and rural areas. It should be our Endeavour to take all necessary steps to
ensure the reach of insurance to masses," Mukherjee told an insurance meet organised by industry
body Assocham here today. He also asked the industry to prepare themselves for dealing with
catastrophes, especially those arising from natural calamities, as our country is prone to many a
natural disasters. He also advised the industry to create awareness among the poor and the
vulnerable sections of the society, especially those in rural areas, so that they can avail the benefits
of financial services. The government has also introduced many special products aimed at the rural
markets like Jan Shree Bima Yojana, Universal Health Insurance Scheme, Aam Admi Bima Yojana,
Rashtriya Swasthya Bima Yojana, Crop Insurance etc for the benefit of the poor and needy, he said.
On disaster management, he said, "insurance companies should concentrate on exploring the world
reinsurance market so that the impact of heavy losses can be mitigated."



Generate required level of awareness about insuranc

/ 6 8 6(7 3 (
1 4
19
(
|
% / 6 @ 1
( ( 4 5 -7 !
6( 7 7
& & &
10 ( 7
(
( $
(1 6(7
6(7 (O @
> BA 18
| ( &
6( 7 1
6
&
|
8 4& 8 @ % 4

Mukherjee

6( 7

J7 0@@

6( 7

5 -7 @

18

%

e benefits to poor:



IANS

C

Union Finance Minister, Pranab Mukherjee
stressed on the need of popularizing
Microinsurance for achieving financial inclusion
in the country while addressing a gathering at
the Global Insurance Summit organized by
ASSOCHAM in Mumbai on Wednesday.

Identifying financial inclusion as one of the
biggest challenges for thedian insurance

market, he said, “One of the important

challenges before the insurance industry today is
to generate the required level of awareness about
the benefits of insurance to our people
particularly living in semi-urban and rural

areas.”

Acknowledging the fact that insurance
companies are now increasingly tapping the
semi-urban and rural areas to spread the message
of protection of life and property through
insurance cover, Mr. Mukherjee said, “One of
the main objectives of promoting financial
inclusion packages is to economically empower
those sections of society which are otherwise
denied access to financial services, by providing
banking and credit services thereby focusing on
bridging the rural credit gap.”

He further stressed that lack of protective
elements may not serve the objective of
promoting financial inclusion packages as the
targeted section may fall back into the clutches

of poverty in the event of unforeseen
contingencies. Hence, to provide a hedge against
these unforeseen risks, popularization of micro
insurance is one of the essential ingredients of
financial inclusion package.

Drawing attention to the miniscule population of
India which is covered under health insurance,
the Finance Minister asked the insurers to ensure
further penetration of the health insurance in this
country with a simultaneous consideration that
the premiums are affordable for the insured.

“There is immense need of disaster management
in controlling catastrophic risk in India. The
insurance industry should prepare to deal with
any kind of catastrophic losses. The insurance
companies should concentrate on exploring the
world reinsurance market, so that the impact of
heavy losses can be mitigated”, he added.
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Finance Minister Pranab Mukherjee today said one
of the important challenges before the insurance
industry was to generate the required level of
awareness about the benefits of insurance to the
people, particularly those living in semi-urban and
rural areas.

"It should be our endeavour to take all necessary
steps to ensure the reach of insurance to masses,"
he said in his address to the Global Insurance
Summit organised by ASSOCHAM here.

He said that, to meet their rural and social
obligation, the insurance companies were now
increasingly tapping the semi-urban and rural
areas to spread the message of protection of life
and property through insurance cover. The
Government had also introduced many special
products aimed at the rural markets, he said.

"One of the main objectives of promoting financial
inclusion packages is to economically empower
those sections of society which are otherwise
denied access to financial services, by providing
banking and credit services thereby focusing on
bridging the rural credit gap," he said.

Mr Mukherjee said lack of protective elements
might not serve the objective of promoting financial
inclusion packages as the targeted section may fall
back into the clutches of poverty in the event of
unforeseen contingencies. Hence, to provide a
hedge against these unforeseen risks,
popularization of micro-insurance was one of the
essential ingredients of a financial inclusion
package, he said.

He said the opeing of the insurance sector and the
entry of private sector companies had led to the
intensification of competition.

"There is now a sense of benchmarking globally
which is indeed a very healthy trend. This has
resulted in development of new insurance
products, reduction of premium, improved

customer service, increased visibility through print
& electronic media, discussions, symposia and

seminars etc. ultimately benefiting the insuring
public," he said.

The Finance Minister regretted that health
insurance still covered a very miniscule population
of the country and urged insurers to ensure further
penetration while keeping premia affordable.

He also urged the insurance industry to prepare to
deal with any kind of catastrophic losses. He said
the insurance companies should concentrate on
exploring the world reinsurance market so that the
impact of heavy losses could be mitigated.

“Indian insurers may learn from the global
experiences in order to come out with a model that
will work for the country," he said.He stressed the
need for better training and professional
development programmes for employees of
insurance companies. Similarly, he called for the
adoption of new technology in the industry.

Mr Mukherjee said insurers must institute efficient
in-house grievance redressal mechanisms for
policy holders.

Referring to the regulations and policies made by
the Insurance Regulatory and Development
Authority (IRDA), especially in the area of Unit-
Linked Insurance Plans (ULIPs), he said these
were in the interest of the policy holders and would
help in improving their confidence in insurance
products.

"l am happy to note that the insurers have adapted
to the new regulations. | commend the regulator
and the industry for taking this very positive
initiative and am sure that this process of reforms
shall continue," he said.

According to him, with rising incomes in the
country, the need for insurance is bound to rise
and this provides opportunity for the insurance



industry to tap this growing need and provide
insurance cover both life and non-life to the large
masses of this country.



Finance Minister reviews tax collection issues with top revenue officials. Concerned
over Rs 38,000 crores locked up in appeals and arrears
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Finance Minister reviews tax collection issues with top revenue officials.
Concerned over Rs 38,000 crores locked up in appeals and arrears
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