° GrantThornton

An instinct for growth’

Regulatory alert: IRDAI releases guidelines
on repatriation of dividends by insurance
intermediaries having majority by foreign
investors

Issued on: 13 January 2020




Summary

The Insurance Regulatory and Development Authority of India (IRDAI) recently released ‘Guidelines on repatriation of

dividends by insurance intermediaries having majority by foreign investors’ (the guidelines). The guidelines lay

down operational framework including quantum of dividend payable in addition to various other procedural matters

like time period for disposal of application and powers of the Chairman to issue clarifications.

Background

The guidelines have been released pursuant to the IRDAI
(Insurance Intermediaries) (Amendment) Regulations, 2019*
which allowed 100% Foreign Direct Investment (FDI) in

insurance intermediaries.

One of the conditions stipulated in the said regulations was
that an insurance intermediary that has majority
shareholding of foreign investors shall take prior permission
of IRDAI for repatriating dividend. In connection with the

same, guidelines have now been released by the IRDAI.
Key features of the guidelines
Applicability

The guidelines shall apply to repatriation of dividends by the
following insurance intermediaries that has majority

shareholding of foreign investors:

¢ Insurance brokers

e Insurance web aggregators

¢ Insurance marketing firms

e Corporate agents

e Insurance surveyors and loss assessors

e Third party administrators (health services)

* Dated 30 October 2019

Operational framework

An application for seeking permission for repatriation of
dividends shall be made by an insurance intermediary in
Form RD-1to IRDAI. The IRDAI shall consider the following

points while taking into account the request for permission:

e A net-worth of 1.5 times of the statutorily required
minimum paid-up capital (as specified for the respective

insurance intermediary) after proposed dividend pay-out.

Aggregate payments (other than dividends) made to
related parties not to exceed 10% of the total expenses of

the insurance intermediary in the financial year.

e The proposed dividend is payable out of the current year’s

profit.
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No restrictions placed on the insurance intermediary for

declaration of dividend.

Compliance with the provisions of Insurance Act, 1938;
IRDA Act, 1999; rules, regulations, guidelines, circulars,

directions issued by the IRDAI.

Any other point which the IRDAI considers relevant.

Quantum of dividend payable

The dividend payout ratio shall not exceed 75%.

Dividend payout ratio shall be calculated as a percentage
of \dividend payable in a year’ (excluding dividend tax) to

‘profit after tax during the year”

The financial statement of the respective financial year
should be free from any qualification by the statutory
auditors that has an adverse bearing on the profit of that
year. In case of any such qualification, the net profit
should be suitably adjusted while computing dividend

payout ratio.

In addition, the IRDAI has also laid down certain procedural

matters in terms of time period for disposal of application

and powers of the Chairman to issue clarifications.

2 For this purpose, the profit after tax shall be excluding extraordinary profitsfincome

Our comments
Issuance of the guidelines by the IRDAI would

provide desired clarity on the procedure to be
followed by insurance intermediary having
majority shareholding of foreign investors at
the time of repatriation of dividends, and, also
to understand the mindset of the regulator
while granting such approval. Further, it would
be critical to ensure that the conditions laid
down by the IRDAI are met by the insurance

intermediaries.

Grant Thornton Regulatory Alert



Contact us

To know more, please visit www.grantthornton.in or contact any of our offices as mentioned below:

NEW DELHI

National Office

Outer Circle

L 41 Connaught Circus, New
Delhi 110001

T +91 11 4278 7070

CHENNAI

7th Floor, Prestige Polygon
471, Anna Salai, Teynampet
Chennai - 600 018

T +91 44 4294 0000

KOLKATA

10C Hungerford Streetsth
Floor, Kolkata 700017

T +91 33 4050 8000

NEW DELHI

6th floor, Worldmark 2,
Aerocity, New Delhi — 110037
T +91 11 4952 7400

DEHRADUN

Suite 2211, Michigan
Avenue, Doon Express
Business Park, Saharanpur
Road, Dehradun — 248002
T +91 135 264 6500

MUMBAI

16th Floor, Tower |
Indiabulls Finance Centre SB
Marg, Prabhadevi (W)
Mumbai 400013

T +9122 6626 2600

AHMEDABAD

7th Floor, Heritage
Chambers, Nr. Azad Society,
Nehru Nagar, Ahmedabad -
380015

GURGAON

21st Floor DLF Square
Jacaranda Marg, DLF Phase
I, Gurgaon 122002

T +91 124 462 8000

MUMBAI

Kaledonia, 1st Floor,

C Wing (Opposite J&J office)
Sahar Road, Andheri East,
Mumbai 400069

BENGALURU

sth Floor, 65/2, Block A,
Bagmane Tridib, Bagmane
Tech Park,

CV Raman Nagar, Bengaluru
- 560093

T+91 80 4243 0700

HYDERABAD

7th Floor, Block Il

White House Kundan Bagh,
Begumpet

Hyderabad 500016

T +91 40 6630 8200

NOIDA

Plot No. 19A,

7th Floor Sector — 16A, Noida
201301

T +91 120 4855 900

For more information or for any queries, write to us at contact@in.gt.com

/i
‘;J/ Follow us @GrantThorntonIN
NG L

Grant Thornton

An instinct for growth’

© 2020 Grant Thornton India LLP. All rights reserved.

CHANDIGARH

B-406A, 4th Floor, L&T
Elante office Industrial area,
Phase-I, Chandigarh 160002
T +91 172 4338 000

KOCHI

7th Floor, Modayil Centre
Point, Warriam road
junction, M.G. Road, Kochi
682016

T+91 484 406 4541

PUNE

3rd Floor, Unit No 309 to 312,
West Wing, Nyati Unitree
Nagar Road, Yerwada Pune-
411006

T +91 20 6744 8800

“Grant Thornton in India” means Grant Thornton India LLP, a member firm within Grant Thornton International Ltd, and those legal entities which
are its related parties as defined by the Companies Act, 2013.

Grant Thornton India LLP is registered with limited liability with identity number AAA-7677 and has its registered office at L-41 Connaught Circus,

New Delhi, 110001.

References to Grant Thornton are to Grant Thornton International Ltd (Grant Thornton International) or its member firms. Grant Thornton
International and the member firms are not a worldwide partnership. Services are delivered independently by the member firms.

Grant Thornton Regulatory Alert


mailto:contact@in.gt.com

