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THE LIFE INSURANCE (EMERGENCY PROVISIONS J

-
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ARy Act No, 9 OF 1956~

Short title.

Définitions.

An Act to provide for the taking over, i in_the public intérest,

of the ‘management of life insurance busmess pending
nat1onahsat1on thereof

[let March 1956]

BE it enacted by Parliament in the Seventh Year of the Repubhc
of India a8 follows

1. This Act may be called the Life Insurance (Emergency Provi-
sions) -Act, 1956.

2. In this Act, unless the context otherwise requires,—

(1) “appointed day” means the 19th day of January, 1956

(2) “controlled business” means—

* (i) -in-the case of an_insurer specified in sub-clause (a)

(u) or sub-clause -(b) of clause (9) of section 2 of the

Insurance Act and carrying on life insurance business—

(a) a11 his business, if he carries on no other class
- of insurance bus1ness

(b) all the business appertammg to h1s life insur-

ance business, if he carries' on some other class ot -

insurance business also;

(c) all his business, if his certificate of registration
under the Irisurance Act in respect of general insurance
business stands wholly cancelled for g perlod of more
than six months on the appomted day;

(i) in the case of any other insurer specified in clause

~
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. (9) of section 2 of the InsuranCe Act and carrymg on life .
1'”_'surance buslness—-

(a) all his busmess in Indxa 1f he carries” on 1o B i
other class of insurance business in India; .
(b) all the business’ appertalmng to his life irisurance _ h

business in India, if he carries on some other claSS of
insurance business also in India; ' ' “

(c) all his business in India, if his certiﬁca’te of
registration under the Insurance Act in respect of
‘general insurance business in India stands wholly can-

celled for a period of more than six months on'the
. gppointed day, :

~ (iit) in the case of a provident .society, as defined in ‘
section 65 of the Insurance Act, all’ its business;

Eocplcmamon -An insurer is said to carry on no class’ of
insurance business other than life insurance business if, in ‘addi-
" tion to life insurance business he ‘carries on only capital redemp-, )

tion ‘businéss or annuity certain  business or both; and the
expression “business appertaining to his 11fe 1nsurance business”
‘shall be construed accordlngly,

(3) “Custodian” means the person appomted under section 4
‘to take over the management of any controlled business;

(4.) “Insurance Act” means the Insurance Act, 1938;

(5) “lnsurer.” means an insurer as defined in the Insurance
Act who carries on life insurance business in India, and includes

a provident soc1ety as deﬁned in section 65 of the Insurance
Act;

e A(6) “notified order” means an order notified in the Ofﬁc1al
. Gazette; -

k (7) all other words and expressions used "herein but not
defined, and -defined in the Insurance Act, shall have the mean-
ings respectively assigned to them ‘in that Act

.3 (1) On ‘and from the appointed day, the management of the Management
-controlled business of all insurers shall vest in the Central Gov- gflsclggg“u‘;%
ernment, and, pending the appointment of a Custodian for the vestin Gov-
eontrolled busingss of any insurer, the persons in charge of the gmgtmf’n
management of such business 1mmed1ate1y before the appointed day ment of Act,
shall, ‘on and from the appointed day, be in charge of the manage+
ment of the business for and on behalf of the Central Governmetit;
and the controlled busmess of the insurer shall be carried on by

'them sub; ~ct to the provisions contalned in sub-sectlons (3) and (5) -
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and to such further directions, if any, as the Central Government

e . may give to them by notice addressed. and- .sent-to: the prmClPaP
e ©* officer of the insurer. '

(2) Any contract, whether express . or 1mp11ed providing for the -
_ management of the controlled business of an.insurer made before
the appointed: day between tte insurer and any person in charge
of the management of such business immediately before the,

appointed day shall be deemed to have terminated on the appointed
day.

(3), No insurer shall, without the previous épproval of the person
specified by the Central Government in this behalf in respect of
that insurer (hereinafter referred t6 as the authorised person),—

TR R

{a) make any payment or grant any loan in respect of -a
~ policy of life insurance otherwise than in accordance with the
i‘ ' normal practice observed by him in respect of such matters
immediately. before the appointed day;

(b). incur any expenditure from . the assets appertammg to
the controlled business otherwise than for the purpose of mak-
: ing routine payments of salaries or commissions to employees,

Insurance agents, special agents or chief agents or for the
purpose of meeting the routine day to day expenditure;

(c) transfer or otherwise dispose of any such assets or

create any charge hypothecation, lien or other encumbrance |
thereon; . : !

(@) invest in any manner any moneys forming part of such
- -gssets; .

(e) acquire any 1mmovab1e property out of any moneys
. formlng part of such assets;

(f) enter into any contract of service or agency, whether
expressly or by implication, for purposes connected wholly or
partly with the controlled business or vary the terms and con-
ditions of any such contract subsisting on the appointed day;

(9) enter into any other transaction relating to controlled
business other than a contract relating to the issue of a new
policy of life insurance or vary the terms and conditions of

any agreement relating to any such transaction subsisting at the
commencement of this Act. '

(4) The approval of the authorised person may be given either
‘generally in relation to certain classes of transactions of the msurer
or specially in rela‘uon to any of his transac‘uons

~(5) Every insurer shall depos1t all securities and documents of
title to any assets scertaining to the controlled business in any
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’,__Scheduled Bank in Whlch the insurer had an account immediately
'kbefiore the appointed.day or m any branch of 'the State Bank 1n the-

is sxtua’ced or, Where ’chere 18 no branch of the State Bank in such R
place, the nearest branch of the State Bank; and no such security =
or document shall be withdrawn from the Scheduled Bank or the
State Bank, as the case may be, except with the permlssmn of the

authorised person: _ . ~. . ‘

"Provided that nothing contamed in thls sub-section shall apply

ta any security or document of title kept with approved trustees
rby reason of the provisions contained in sub-section (6) of section
27 of the Insurance Act, or kept in trust with an Official Trustee in
pursuance of the articles of association of an insurer unless the
Central Government, by notified order, otherw1se directs. ‘

Explanation.—In this sub-section,—

(@) ‘Scheduled Bank® means a bank included for the time
‘being in the Second Schedule to the Reserve Bank of India Act
1934 : S

(b) ‘State Bank’ means the State Bank of Indla constltuted‘

. under the State Bank of India Act, 1955,

(6) Every insurer shall deliver forthwith at the place and to the
person specified in this behalf by the Central Government in respect
of that insurer the followmg documents namely:—

(1) the minutes book or any other book in India containing

all resolutions up to the appointed day of the persons in charge

of the management of the controlled business before the appoint-

ed day; : i

(1) the current cheque‘ books relating to the controlled
business Whlch are at the head office or the pr1nc1pa1 office of

-

the insurer; ) , S

(i1t) all registers or other books - con}amlng partlculars
relating to the investment of any moneys appertaining to the
controlled business including investments on mortgaged pro-
perties and all loans granted and advances made otherwise than
on policies; . ~ {

- (iv) all brokers’ notes or certificates in the possession of the
insurer in respect of any orders for the investment of any moneys
appertaining to the controlled busmess

Prov1ded that if any documen’c spec1ﬁed in this sub-section is

relevant for the purpose of any business other than the controlled
business carried on by the insurer, the person specified in the notified

1512 M Of\LaW—-SS.
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~order shall he bound to _réturh. it to the persons in’charge of the
:management of such™ other business-with the. - Rossible-delay,
“but. shalﬁ@aave;power; torplace identification marks on-such document
“or to take extracts or copies.therefrom. i

~(7) Without prejudice to the generality of the powers conferred
by sub-section (1) andto the provisions contained in sub-sections (3);
(5) and (6), any directions issued under sub-section (1) may require
the persons in charge of the management of the controlled business
~of .an insurer under this Act to furnish to the Central Government
or to the authorised person such returns, statements and other infor-

‘mation relating to the controlled business as may be mentioned in
the direction, '

'

- (8) The persons in charge of the management of the controlled

business of an insurer under this Act shall be entitled to such remune-

. ration, whether by way of allowance or salary as the Central Govern-

ment may fix; and any such person may, by giving a month’s notice

In writing to the Central Government of his intention so to do,
relinquish charge of the management of the controlled business.

B Power of - 4. (1) The Central Government may, as soon as it is convenient
O gi‘;ﬁ?ﬁf"l’; administratively so to do, appoint any person as Custodian for the

A appoint purpose of ’taki_ng over the management of the controlled business

Custodians  of oy insurer.,
1o take over

management -
of controlled
- ‘business.

. » v - j

(2) On the appointment of a Custodian under sub-section 1),
all persons in charge of the management of the controlled business
of ‘the insurer for and on behalf of the Central Government imme-

. diately before such appointment shall cease to be in charge of such
management and shall be bound to deliver to the Custodian all books

- of account, registers or other documents in their custody relating to
~-the controlled business. of the insurer. ) -

- (3) Nothing contained in sub-sections (3), (5) and (6) of section 3
shall apply to any insurer the management of . whose controlled
. business has been taken over by the Custodian, but the Central
Government may issue such directions to the Custodian ‘as to his
‘powers and duties as it deems desirable in the circumstances of the
case, and the Custodian may apply to the Central Government at any
*-time for instructions as to the manner in which he shall conduct the
management of the controlled business of the insurer or in relation
“to any matter arising in the course of such management.

Y
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(4) The Custodian shall receive such remuneration as the Cenfral
Government may fix; and the Central Government may at any time

caneel.-the. appomtment of -any person as Custod1an and appomt some
other person in his stead. . : ,

5. The Central Government may, by order, dlrect that the whole Refund of

- or any part of the deposit appertaining to his controlled business ;ﬁf(f;ltfmder
made by an insurer under section 7, section 73 or section 98 of the Insurance
Insurance Act, as the case may be, shall be returned to the Custodian

who has been appointed to take over the management of the con-

trolled business of the insurer, and every such order shall have effect

notwithstanding anything contained in the Insurance Act.

6. The Custodian may, in relation to the controlled business of Eﬂ‘;%r;an toof
- any insurer the management of which has been taken over by him, institute
exercise all or any of the powers which the Controller of Insurance P”gceedmgs’
or -an Administrator appointed under section 52A of the Insurance

Act may exercise under section 52BB, section 106 or section 107 of ,
that ACt : ; -

. The amount of compensation payable in respect of the vesting tC:o;rlp?E:a-
in the Central Government of the management of the controlled management
business of an insurer shall, for every month during which the gflsclg’;g"“ed
management thereof remains vested in the Central Government, be vesting in
a sum which is equivalent to one-twelfth of the annual average of ecren‘;;f;}t(;‘“"
"the'share of the surplus allocated to shareholders as disclosed in the

abstracts prepared in accordance with Part IT of the Fourth Schedule

to the Insurance Act in respect of the last two actuarial investi-

gations relating to the controlled business ag at dates earher than

the first day of January, 1956:

Provided that, if in respect of the controlled business of an insurer
no such surplus as is referred to in this sub-section has been allocated
to shareholders either because there are no shareholders or for any
other reason, the compensation shall be payable at the rate of one
rupee per month for every two thousand rupees or part thereof of the

premium income of the insurer relatmg to his controlled business
during the year 1954, C : |

- 8. (I) The amount of compensation payable under section 7 shall Compensa-
in the first instance be payable out of the seven and a half per cent. tb‘;’“}; aligwa;‘é
of the surplus referred to in sub-section (I) of section 49 of the dlsmbmﬂd
Insurance Act earned by the insurer during the period the manage-

ment of the controlled business of the insurer vests in the Central
‘Government, and where such compensation or any part thereof cannot

be so paid out the Central Government shall make dué provision’

for the payment of such compensatlon or part thereof as the case
may be. b o |

N F A WOUR R F RS )
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(2) The compensation payable under sectlon 7 shall be dlstrl-
buted among the persons entitled thereto by the Central Government

in such manner as may be prescrlbed by rules made in thls behalf;... ..

Provided ‘that-in-the-case” 6f “an" insurer who is.a company the
Central Government shall have due regard to the wishes of the

members expressed by them at any general. meetmg convened for o
the purpose o - A ‘

vr.’onaltics. . 9. If_ any person— | e ’

(a) fails to deliver to the Custodian any books of account,
registers or any other documents in his custody relating to the
controlled busmess of an insurer in respect of the management
of Whlch the Custodian has been appomted or .

(b) retains any property of such insurer’ appertalmng to the
controlled business of the i insurer; or

-(c) fails to comply with the provisions contained in ) snb~
section (3) or sub-section (5) or sub-section (6) of section 3; or. .

(d) fails to comply with any directions issued under sub-
* > section (1) or sub-section (7) of section 3;. '

he shall be puniSha‘b-le with imprisonment which may extend to six
months, or with fine which may extend to onhe.thousand rupees, or

with both.
Insurer not  10. No proceeding for the. Winding up of an insurer the manage-
%bgyzggrrlg ment of whose controlled business has vested in the Central Govern-
ment under this Act or for the appointment of a Receiver in respect

~ of such business'shall lie in any Court.

" Exclusion of  11. In computing the period of limitation prescribed by any law

time of Act
for comput- for the time being in force for any suit or application against any

- ing . period person by an insurer in respect of any matter arising out of his

of limitation. controlled business, the time during which the Life Insurance

(Emergency Provisions) Ordlnance 1956 and this Act have been in
force shall be excluded. = - e i

Effect of

o et 12. The provisions of this Act shall have effect notwithstanding
f;S:s‘,mo ~ anything inconsistent therewith in any other law or in any instru-
ment having effect by virtue of any other law.
Delegation. - 13. The Central Government may. by notified order, direct that
of powers.

all or any of the powers exercisable by it under this Act may also
be exercised by any such person as may be specified in the order,
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14. (1) No suit, prosecutmn or other legal proceeding - 1_1 Tie. E;Oéggtégn

:'agamst any Custodian or -authorised person - in respect of -an thmg taken under .
fwhlch is 1n good faith done or intended to be done under thls Act, Act. . :

OF 19_56] . 'Li"fé Insurance (Em‘e*rgedncy' P*r‘db“’i.—s‘io‘_ )

(2) No su1t or other legal p1oceed1ng shall 11e agamst the Cen_ ,_.al
Government or any Custodiani or authorised person for any. -damage.
caused or likely to be caused by anythmg which is in good fa1th done
‘or intended-to be done-under thls Act. ; : Coh

Lo

15. It is hereby declared that no person who holds any office of Pﬁﬁgﬁzﬁﬁ—
"profit under an insurer the management of whose controlled business cation for
has vested in the Central Government under this Act shall be dis- H%ef"i}frflfgp

- qualified, or ever to have been dlsquahﬁed for belng chosen as, Or ment,

for belng, a member of either ‘House of Parhament _
16. Nothlng contained in this Act shall apply to-—" . L -Exer_nptions.

(a) any insurer in respect of the’ management of whose
affairs an Administrator has been appomted under’ sectlon 52A
of the Insurance Act; , ! : T

(b) any insurer whose busmess ig- be1ng voluntarlly wound
up or is. be1ng wound up under the orders of a court;

(c) any -insurer to whom the Insurance ‘Act does not apply
by reason of the provisions contained in section 2E thereof;

(d) any approved superannuation fund as defined in clause
" (@) of section 58N of the Indian Income-tax Act, 1922;

(e). any insurance business carried on by the Government..

17. (I) The Central Government may, by . notified order make Power to
rules to carry out the purposes of this Act. : : make rules.

(2) In particular, and w1thout prejudice to the generahty of
the foregoing power rules made under sub- sectlon 1) may- provide
for— . |

, (a) the form and manner in which books of accounts apper- o
: talnlng to controlled business shall be maintained by insurers;

. (b) the manner in which any. compensation payable under .
o this Act may be paid to the persons entitled thereto ~

(c) the circumstances: in which the remuneratlon payable
to persons in charge of the management of the controlled busi-" -
ness of an insurer under this Act or to Custodians shall be r_net
by the Central Government, whether Wholly or in part:

“18. (1) The Life Insurance (Emergency Prov151ons) Ordmance Repeal of

1956, is hereby repealed. | , Oofrdllgzgcg chi '
. savings.
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