Statement undoer Rufe 71(1) of the Rules of Procedure and
Conduct of Business in LoK Sabha explaining circumstances which
nece$sltateci immediale fegistation by promulgation of Securities and
Insurance Laws (Amendmont and Valldation) Ordinance, 2010. :

The Securities and Fxchange Board of India Act, 1992 was enacled
to provide for the establishment of a Board to protect the interests of
investors In securities and to promote the development of, and to regulate,
the securltles market and for matters connected therewith or incidental
thereto. The Insurance Act, 1938 contains the law relating to the business of
insurance and the Insurance Regulatory and Development Authority Act,
1998 was enacted to provide for the eslablishment of an Authority to protect
the interests of holders of Insurance policles, to regulate, promote and
ensure orderly growth of the insurance industry and for matters connected

therewlth or incidental thereto.

2. In January, 2010, the Securlties and Exchange Board of India
(SEBI) issued nofices to show cause lo soms of the life Insurance
companies, on the ground that Unit Linked insurance Policies (ULIPs) are
‘akin to the mutual fund schemes and consequently can be sold only by
' 'entities which are reglstered with the SEBI and whose products meet with
_thelr approval. - Further on 9" Aprll, 2010 SEBI issued an order against
- fourteen Insuranae companies by virtue of powers conferred upon SEBI
- under section 19 of the Securities and Exchange Board of India Act, 1992’
(SEBL Act) read with sections 11, 11B and 12(1B), directing them not to
Issute_any. offer document, advertisement, brochure soficlting money from
Investors or raise monay from investors by way of new or additional
"__aubscriptlon for. any product (iIncluding ULIPs) having an investment
~‘component in the nature of mutual funds, till they obtain the requisite
.__certiﬁcate of regratratmn from SEBI

o 3 lnsurance Regu!atory and Development Authority (IRDA) was of
-_-"the op!nfon that the order of SEBI issued without offering the certain
-~ insurance. compames any opportunity of hearing was vad In law and
DA exerclged w!thout the necessary jurisdiction and would advarsely affect the
7 interests. of the insurers and the_investors in the market and put the
e --'pallcyholders to great losses. Fence, IRDA in exercise of the powefs vested
 Cin'the Authority under section 34 (1) (a) and (b) of the insurance Act, 1938

- and after consultation with members of the Consultative Committee, vide its
R -'_order dated 1()m Apr:i 2010 dlrected all the fourteen insurance companies to
e “_note that. notwrthstanding the order of the SEBI, they shall continue to carry
- out insurance business as usual including offering, marketing and servicing

- oof: ULlPs in. accordanoe with the Insurance Act, 1938, Rules, Regulations

| _and Guidelsnes Issued thereunder by the IRDA,
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~ Development Authorlty, Securities and Exchange Board of I
_’_'_r".eﬂs_i_qh :Fund_!Ragui_atory_ and Development Authority (PFRDA) as it
‘members, for 1 esolving future differences of opinion as to whether any hybrid
ar composite instrument, having 2 component of money mar
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4. For the purpose of sorting out the issue arlsen due 1o issuance of
SEB! order of 9" April 2010, the Ministry of Law and Justice was consulted
The Ministry of Law and Justice opined’thal it primarily the product deals
with insurance and incidentally touches upon the domatn of gecurilies’, then
the IRDA has the authority and jurisdiction to deat with that product. Further.
till the SEBI order dated o™ April, 2010 is not set aside or stayed by the
gecuritles Appellate Tribunal (SAT) or by @ court of competent jurisdiction, it
would have the force of law and any violation of the SEBI order may attract

penalty as provided under sactlon 15HB of the SEBIi Act.

5. In order to clear uncertainties on the differences of opinton relating

to juris_dicti_on_of the securities- market regulator l.e., the SEBI and the
i.e. the IRDA it has become necessary to clarify that

insyrance regulator, |
YIife ingurance pusiness' also include any unit linked insurance policy and

accordingly 10 amend the Insurance Act, 1938, the Securiies Contracts
(Regulation) Act, 1956 and the securities and Exchange Board of india Act,

1982.for the sald purpose,

S 6. In order ‘to address the differences of opinjon among certain
-statutory regulators which may drise in future,

joint mecharisin, cons
(Financiai Services) -and Chajrpersons of the Insurance Reguiatory and

it was felt necessary to set up
nsi_sﬁn_g. of the Union Finance Minister, Secretary

dia and the

ket Investment
nt or a component of insurance or any other

- or securitizs market ingtrument _,
o _'_in_s;rumen: falls within the Jurisdiction of the IRDA or SEBI of RBI or PFRDA.

7. As both Houses of Parliament Were not in Sesslon and immediate

* action was required to be taken, the President promulgated the Securitios

. and ;In_'sfilr_an;é'l___aw; (Am_a_ndment_and Validation) Ordinance, 2010 on the
' .-_1§W-Ju:ne.__20_m.to' a_ch_ieve' the ahove objectives B o
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