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REMOVES CAPS and allows additional expenses; changes to help insurers reduce their losses

IRDAI’s New Rules for Commission
Payouts may Lead to

Incentive Overhaul

Our Bureav

Mumbai: The insurance regulator
has introduced new regulations on
commission payments to interme
diartes and expenses of manage
ment for general and health inso
rance companies.

Whike the Payment of Commission
Regulations, 2023, removes previous
caps on payments, the Expenses of
Munageowont {EOM) Reguintions,
2023, allows for additionnl expenses
refated to foretgn and IFSC branches,
Insurtech, and Insurance swareness,

The new regulations issued by the
Insurance Regulatory and Develop
ment Authority of India (IRDAD
will beeffective from April 1.

“The objective of these regula
tions is to provide the insurers the
flexibility to manage thelr expen
ses based on thelr growth aspim
tions and the everchanging insu.
runce noeds with an objective to bm
prove insurance penetration,” sakd
IRDAILIn itsnotification,

Under the EOM Regulations. 3123,

Under the new Current Situation:

COMmMISSIon

ket 1::3% Other Iife

RODOIY WADE  of premium | 15-35%of

DUt s phace sUbjeCt a5 first year | the first yoar

10 overall EOM commission | presum
10% of renewal | depending on

s shoud premim | the

transiate nto thereafter | paying term

Health nsurance pays 151‘9
premium as commission \'o/8

general Insurance companics can
work with EOM up to 0% of gross
premium written, while iInsurerscar
rying on standalonw health Insuran-
oo business are allowsd 1o go up o
35% of gross premium written

“We Nirmly belleve that the shin
from product level commissions to n
cotpany-wide Hmit of expenses, s
proposed through the proposed regu
Intions, will ensure parity across var
ying business models while rende

ring groater fexibility in managing
expenses for insurers,” sald Topan
Singhel, CEO, Bajn) Alllanz General
Insurmnoe

Mty Insutsnoe compeu bes are cur
rently exceedling the prescribed i
mits on expenses. while the industry
ns & whole is experimcing a combi-
nod ratio of over 118%, ndicating sig
nificant Josses. By managing expen:
ses more effectively insurers may be
mble to reduce their josses and offer

Better Pricing

better pricing and products to custo.
mers in the long term.

“With the majority of the Insurers
above the prescribed normsof expen
ses and with the industry reeling
with a combined ratio of more than
16%, these EOM limits will help in
bringing cost discipline and take the
industry in the right direction of pru
dency wnd profitability " sald Singhel.

TRDAJ s expectad 1o announce: o st
milar cap on EOM for life insurance
compines soon

“Although the regulation has re-
moved previous caps on commis
slontoagentsand intermediaries,
Insurers are unlikely to pay a hig-
her commission to ensure that
they do not breach the overall ex
pense limit as commissions are
subject to the EOM limits set by
the IRDAL™ sald a life insurance
company executive.

Moving tosuch a liberalised regi-
me will help intermediaries amnd in-
surers to onter into more viable ar
rangements and increase penetra
tion,” said Indranath Bishnu, Part
ner, Cyril Amarchand Mangaldas




