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The Insurance Laws (Amendment) Ordinance, 2014 

The Insurance Laws (Amendment) Ordinance, 2014 (“Insurance Ordinance”) for reforms in the 
insurance sector was signed by the President of India on the December 26, 2014. The Insurance 
Ordinance amends the Insurance Act, 1938, the General Insurance Business (Nationalization) Act, 1972 
and the Insurance Regulatory and Development Authority Act, 1999, in accordance with the earlier 
Insurance Laws (Amendment) Bill 2008. The Insurance Ordinance seeks to create an investor friendly 
environment in the country to achieve the various goals related to enhanced investment, economic growth 

and job creation in the economy. 

Some of the key changes made by the ordinance are: 

a. Increasing the permissible foreign equity investment cap in an Indian insurance company from 
26% to 49%. The same is however safeguarded with requirement of Indian ownership and 
control; 

b. Introducing the concept of "health insurance business" for insurers carrying on exclusively the 
business of effecting contracts sickness benefits or medical, surgical or hospital expense benefits, 
whether inpatient or out-patient travel cover and personal accident cover; 

c. Permitting foreign re-insurers to open branches in India , though only for re-insurance business; 
d. Removing restrictions on divestment by Indian promoters of insurance companies; 
e. Entrusting responsibility of appointing insurance agents to insurers and Insurance Regulatory and 

Development Authority (“IRDA”) to regulate their eligibility, qualifications and other aspects; 
f. Increasing the penalties for defaults to be up to Rs. 25 crores and imprisonment till 10 years in 

certain cases; and 
g. Permitting insurance companies to raise capital through newer modes similar to banks; 
h. Appeals against decisions by IRDA to lie with the Securities Appellate Tribunal set up under the 

SEBI Act, 1992. 

Status of the ordinance – The Ordinance has the force of the law till a maximum period of six weeks from 
the reconvening of the Parliament unless disapproved by the Parliament before that period. In case the 
Ordinance is ratified before the said period, it will have the force of law. However, in case the same is 
disapproved or not approved within the said period, the Ordinance shall lapse. As per news reports, the 
Government is convinced that there exists sufficient judicial precedent to suggest that any actions 

(including investments) made under the Ordinance shall be valid even if the Ordinance lapses. 

ARA LAW View 

The Insurance Ordinance is likely to infuse much needed capital in the cash-starved insurance sector. The 
enhanced penalties and punishments are likely to give more teeth and powers to IRDA. However, 
investors may prefer the comfort of the permanence of parliamentary ratification before committing any 
investments. 
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