Annexure I

AMENDMENT TO IRDA (INVESTMENT) REGULATIONS, 2000

	REG NO
	REGULATION
	IMPLICATION OF AMENDMENT

	2
	DEFINITIONS

Investment Assets

Group

Money Market Instruments
	a. Investment Assets of Life and General Insurance Companies have been defined along with valuation methods.

b. Group will include Financial Institutions for the purpose of Exposure calculations.

c. Money Market Instruments include rated CDs, CPs, TDs, Repo, Reverse Repo, Treasury Bills, Call, Notice, Term Money, CBLO with maturity less than one year.



	3
	RENAMING OF OTHER THAN APPROVED INVESTMENTS

The Insurance Act,1938 under section 27A (2) and 27B (3) refers to investment permitted under these sections as ‘Otherwise than in an Approved Investments’ and the IRDA (Investment) Regulations, 2000 had interpreted it as ‘Other than Approved Investments’.


	a. This category of Investments will henceforth be referred to as ‘Other Investments’. 

b. All provisions of the Act, Regulations, Circulars and Guidelines pertaining to investments falling under Section 27A (2) and 27B (3) of Insurance Act, 1938 shall continue to be applicable as such.



	3
	REGULATION OF INVESTMENTS

Exposure Norms

Infrastructure Investments

Mortgage Backed Securities (MBS)

Approved Investments and Rating Requirement


	a. It is now proposed that the Exposure Norms would be applicable to ULIP Business also.

b. Infrastructure facility had been aligned as per the definition of Reserve Bank of India.

c. Infrastructure Investments would be subject to Investee, Group Exposure.

d. Investment in MBS, rated as per Guidelines, will fall under ‘Approved Investments’ and will qualify for investment under ‘Housing Sector’ for the purpose of pattern of Investments.

e. MBS will be subject to Industry Sector Exposure Norms.

f. It is now proposed to recognize securities complying with the following criteria as ‘Approved Investments’. 

i. Bonds / Debentures issued by companies (including All India Financial Institutions, recognized by RBI as such) shall be rated not less than AA or its equivalent and P1 or Equivalent ratings for Short term Bonds / Debentures/ CDs and CPs.
ii. Tier II Bonds of Banks, complying with the above rating criteria, will be classified under Approved Investments.

g. Assets / Instruments, downgraded below the minimum rating prescribed above, should automatically be re-classified under ‘Other Investments’ category for the purpose of pattern of Investments.
h. The above approach will be reviewed based on experience after a period of two years.
i. Rating should not replace appropriate risk analysis and management on the part of the Insurer. The Insurer should conduct risk analysis commensurate with the complexity of the product(s) and the materiality of their holding, or could also refrain from such investments.
j. The modification will be effective from 1st Aug, 2008


	5
	COMPLIANCE TO EXPOSURE NORMS

IRDA (Investment) Regulations, 2000 requires exposure norms to be calculated based on Controlled Fund and Total Assets in the case of Life and General Insurance Companies respectively. 

Regulation 3 of IRDA (Investment) Regulations, 2000, in terms of explanation in Section 27A of the Act, had determined that assets relating to Pension Business, Annuity Business and Linked Life Insurance Business would not form part of Controlled Fund for the purpose of that section.
Treatment of Free Reserves

	a. The Authority, to remove the differential treatment of provisions applicable to Public Sector and Private Sector Insurers, had amended the exposure norms as follows:

b. 10% of Outstanding Shares (Face Value) or 10% of Fund size, which ever is lower, can be invested in Equity Shares of Investee Company.

c. Sum of 10% of Subscribed Share Capital, Free Reserves and Debentures / Bonds of Investee Company or 10% of Fund size, which ever is lower, can be invested in Debt instruments of Investee Company.

d. A maximum of 5% of Investments Assets of General Insurers or 5% of Investment Assets of funds relating to life funds, pension and general annuity funds in the case of life insurer can be invested in Immovable Property as per Sec 27A(1)(n) of Insurance Act, 1938.

e. A maximum of 25% of Investment Assets can be invested in Banking and Financial Sector instruments.

f. Not less than 75% of debt instruments excluding Government and Other approved Securities – fund wise, in the case of life insurer and Investment assets in the caser of general insurer – shall have a rating of AAA or equivalent rating for long term and P1+ or equivalent for short term instruments. This shall also apply to Unit linked funds(s).
g. FDs, TDs, CDs invested as per Sec 27A(9) and 27B(10) of the Act and subject to Promoter Group Exposure limits, would not be deemed as Exposure to Banking Sector.

h. Free Reserves of the Investee Company, recognized in Regulations 5 of IRDA (Investment) Regulations, 2000 under Investee Company Exposure Norms will be considered under 27A(3), 27A(4), 27B(4) & 27B(5) in addition to the Subscribed Share Capital and Debentures of the Investee Company

i. At any point of time, exposure to a single Investee Company under 27A (3) and 27B (4) shall not exceed 10% of the sum of Subscribed Share Capital, Free Reserves and Debenture / Bonds, taken as per the previous year Balance Sheet of the Investee Company.


	6
	RETURNS TO BE FURNISHED

Introduction of new periodical returns and amendment to existing returns.


	a. All forms have been amended for the various decisions reached.

b. All returns are required to be filed on a Quarterly basis. The period of submission has been increased from 21 to 45 days to ensure proper sync with Actuarial returns.

c. FORM 3C is no more required to be filed.

d. FORM 7A is introduced to capture details of Non Performing Assets.



	9
	CONSTITUTION OF INVESTMENT COMMITTEE AND INVESTMENT POLICY

Investment Committee

Investment Policy and Investment Department
	a. Chief of Investment (CIO) and Chief of Finance (CFO)  will be different individuals in the Investment Committee (IC)
b. Investment Policy need not be filed with the Authority. But is required to be drawn in respect of each Unit linked fund.

c. Investment Policy should address all risks, Scope of Internal and Concurrent Audits including investment Statistics.

d. To ensure internal control of Investment function, the Insurer is required to segregate operations and functions between Front, Mid and Back Office. Further, the Front office will report through CIO to the CEO. The Mid and Back Office, headed by separate personnel, will report through CFO to the CEO.

e. Issues relating to Internal and Concurrent Audit made clear. Audit is made to cover Investment Operations and System & Process supporting Investment Operations.
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