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In this era of globalisation, when the g,ovc{'mnent is not in a position to provide
more employment, instead ‘of protecting the existing job of the LIC Agents. the
government is bringing reforms that will make them jobless. This is all the more
important when these Agents found self-employment without creating any liability

to the governient.

For the first time in the history of LIC the decrease of business was Jower at
5.67% last year. The total first year premiumstbod al Rs.81,514 crores as against
Rs.86.445 crores in the previous year. The reason for this can be attributed io the
introduction of minimum business guarantec and the resultant termination of about
12,23,049 agents. If these agents hac given minimum 12 policies with Rs.40.000
sum assured and ninimum: premimum of Rs. 100/, this situation would not have
arisen. Thus LIC would have got 1.47 11 Elis poticies and the situation would have



been reversed. If the termination of agents on this count continues 0,59,872 agcnt's
would-have: been terminated  within- years, as ihat many agents are carning less
than Rs.50,000 as yearly commissior:, With the new criteria of IRDA it will be
more difficult to canvass business es recially from rural area, At present the .
only 69,234 a ents earning more i Rs.2 lakhs as yearly commission. *ven
according to IRDA Chairman, the cor3mission given to the LIC Agents are not very
attractive, The LIC Agents have cer-ain grievances which nced be resolved with
your kind.interference. '
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the A’ggncy. If a list from J fo s taken of the 4B terminated for wapt of this
condition, it will be & clear proot of the adverse effect of this amendment 1o the
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provision to get renewal commission to the nominee of the Agent and also his
nomines. ‘ ‘

Under the above circumstances, we riguest your g'oodself to kindly issuc
instructions to cancel the direction amending clause (9) and (19 (4) of the Agents
Regulations 1972,

o
o

2. Withdraw the notification making banks as brokers

There is a proposal to appoint Bankers as Instrance Broke:s. We fear that the hanks
will put undue influence on the prospects to take policies. If a policy has to be taken,
a banl: account is neces:;ary; So, when a prospect decides to take a policy from any
agent he will go to the bank and open an account. At this time, it is quite possidie to
persuade the prospect to take the policy through the bank. Naturally, there is a
possibility that the prospect will be misguided that it will be advantageous to take
the policy through bank. Banks are giving loan to public and the repayment is
calculated and converted to EMI to be paid by the loanees. In this process the banks
may force a policy on the loaniee and tie premium will be included in the EMI even
without his knowledge. This is again:t he principle of insurance ethics. We have

brought before IRDA our objection fo e proposal. We request your interference to

drop the proposal to appoint banks as i fsurance brokers.

3. Withdraw service tax on pelicies anc, agents’ commission

The service tax on commissian of Mutual Funds Agents has been withdrawn. On
similar lines the service tax on commission of LIC Agents should also be
withdrawn. Agent is a service provider and be is also an income tax payer.
Doubie tax cannot be charged on the same individual. '

At present, TDS applies on every payment of commission to an agent above Rs
20,000. We request thiat the government consider increasing this limit to

Rs.1,00,000/- cumulative commission..

4, Service Tax on LIC Policies

Service tax on LIC policies was introduced in 2008." We had represented at that
time itself that LIC policies-are a safc{y measure to cover the risk of citizens and
should not be treated as an investment 5» as to attract service tax. Our request was
.not favourably considered till now. QO:: the contrary, now the service tax has been
increased. This is an unbearable burden un LIC and ultimately this may be



. : e "LIC is going to be
transferred on to the policy holder. The very hUlVIVZ.ll. ol -[/crnmcnlgilsclf', Wi
threatened. If LIC’s business falls down, the direct loser is gov LIC from prying
therefore, request your goodself to kindly consider e'xem.ptm’g /“d g -
service tax. The service rendered by LIC is more of a social nature a ere
justification in charging tax on this. -

5. Withdraw the proposal to'stop traditional policies

IRDA has.a proposal for insurance companies to withdraw ail o}c.l tmditi.o‘xm}
products and introduce new schemes with revised premium, This condition
appears to be aiming at LIC only as other insurance companies will not have any
such products, A T :

As of now LIC s an organization in the whole world which is charging the lowest
-premium and giving lowest coramiss i3 to Agenits. It has been sticking ou to the
traditional policies from incepiion '} now. Even then there has ot been a down
fall in ‘the growth of LIC. . 84, ii'is not clear as to why a change should be
introduced in a Systeny whicl is mos ag simoothly. Moreover, when new schenes
B are introduced with revised premiur-, it will be more difficult 1o attract clients,
The goal of IRDA itself js to-help rezch life insurance policies to the common man
at the Jeast premium, which will be defeated by: the above guidelines. In order to
help' the life insurance. sector or jts policy holders,

_ the government should
- withdraw service tax on premium and agency commission. :

6. 'stop'_' direct marketing by LiC

- Asiit is, the very reason for the growth of LIC — the global insurance model — is {he
agency system. The whole insurance sector s 'foHowi_ng this model, Obviously,

there does not Seem to have a need to change this System. It is at this time that LiC
is entering into direct marketing, - g

_ Step rds. this was e appointment of Sales Executjves at the
Divisipna_l. level. Since there W4s no eupscted progress, this has been brought to (he
Branch level. The direct enquiries, ma: rity, surviyaj benefit etc. at the Brzbmch e

Igvgl.‘is' passed on to these :Sal.e"sBxem itives - This hag -Created a rivalry between
- these Executives and- Agents. It has affecteq the - smooth furictioning of ;He
_ branches. Since this System.aiso. was o, found to be upto the eXpectation, LIC has
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now entered inte direct marketing of: polic es. 1% rebate on premium is given for
policies through direct marketing. This is -against section 41 of Insurance Act
1938.  This will appear 1o be a v to (otaily eliminate 'LIC agents — a total
dev:. ion from functioning as a glok:l model. Moreover, records show that this

has resuelted only in loss by LIiC. Tlarefore, we request that the government may
stop LIC from direct m arke(mg ’)fl U polimcs

LIC has been spending crores of rupces for business promotion through banks and
corporaic agents. But this could attrai hardly 3% of the business. This shows that a

policy holder always prefer to takea pohcy through an Agent who is always ready
to offer his services. If this amount was spent on encouraging and motivating agents

the business of LIC wouid have even doubled.

Introduce Pension with contribution from LIC, Govt. and Agents

Swalamban and Samvardhan arc the two existing pension schemes. Swalamban is

given based on total income upto Rs.one lakb including. first year commission.
ind renewal commission. _For all other purposes LIC is taking

bonus commission &
into consideration only renewal LOPH'IH‘SIO.I as income. So, the pension also should
The government

be treated like this so that maximum igents Wl” Pet the benefit..
is providing Rs. 1000/- per head per year,
This péﬁsion is aimed at the

Samvardhan is a pension mcumnc\,'. ‘3.1cs of L. l(
agents whe do business for income rbove Rs.one lakh, Though this is called a
!

contributory pension scheine; factuall it is not so. LIC is Conductmnr a competition
among agents for quantum of busine;s and fix a prize money. The prize winning
money is put in the account of the paif-cular agent as if it is LIC’s contribution and
the agent also has to put an equal sui;. There are two aspects in this. -One is that
the prize money is actually owned by the agent and not by LIC. So, in effect both.
the contributions are that of the agent himself. The second aspect is that those who
do not win the price has to any way put both the amounts. This cannot be cailed a

‘contributory pension; and. it is discriminatory also. Both these schemes are not

suitable for _LIC Agents. A new scheme has tobe worked out with an equal
contribution from LIC, central governinent and Agent. The fund can be managed by
LIC. This will be a motivation and security for an Agent. Necessaly dlrectzon may

kindly be given in the matter:
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