
RI.]P()R'T OFT}IE STANDING COMMII'TE,E ON COMMERCE ON TTIE INSURANCE
81LL,2026.

I, Chairman of the Standing Committee on Commerce, have the honor to present this report on

the Bill to regulate the business ofthe insurance, to ensure the protection ofthe interests ol insurance

policy holders and to promote sound development of the insurance industry and for matters connected

therewith and incidental thereto [The Insurance Bill, 2026) (Govemment Bill), referred to the

Committee on l5!h May, 2026.
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(t)
(2)
(3)
(4)
(s)
(6)
(7)
(8)
(e)
( l0)

Mr. Muhammad Jawed Hanif Khan
Mr. Rashid Akbar Khan
Mr. Muhammad Numan
Choudhary Iftikhar Nazir
Ms. Tahira Aurangzeb
Ms. Shaista Pervaiz
Ms. Kiran Haider
Mr. Klrurshid Ahmed Junejo
MirAmirAli Khan Magsi
Mr. Asad Alam Niazi
Dr. Mirza Ikhtiar Baig
Dr. Ramesh Kumar Vankwani
Mr. Farhan Chishti
Mr. Hussain Ellahi
Mr. Gul Asghar Kian
Mr. Muhammad Atif
Mr. Muhammad Mobeen Arif
Mr. Usama Aimed Mela
Rana Atif
Mr. Muhammad Ali Sarliaz
Jam Kamal Khan.
Minister for Commerce

Chairman
Member

I t)
t2)
l3)
l4)
l5)
16)

(
(
(
(

(
(
(
(
t7)
i8)

(le)
(20)
(21)

3. The Committee considered the Bill, as introduced in the National Assembly, placed at ANNEX-
A, in its meetings held on 2nd June 03'd luly,2026.The Committee proposed the following amendments,

therein: -

(1) CLAUSE 2

in clause 2, in paragraph (xxxv), after the expression, "means a", the word, "person", shall be

inserted..

(2)

in clause 9, in sub-section (3), namely: -

"(3) the expression, "to replace a license", occurring for the second time shall be omitted."
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Ex-officio Member

CLAUSE 9



(l)

in clause 22, in sub-section (7), in paragraph (b), in sub-paragraph (i), for the, expression, "sub-
section (8)". the expression, "sub-section (9)", shall be substituted.

(1) CLAUSE 51

in clause 51, in sub-section (l), for the word "section" occurring for the second time, the
expression, "section 46", shall be substituted.

(6) CLAUSE 80

In clause 80, in sub-section (3), for the expression "sub-section" occurring second time, the
expression "sub-section (l)", shall be substituted.

(7)

In clause 125, in sub-section (5), for the expression ''Ordinance", the expression "Act". shall be
substituted.

(8) CLAUSE I34

In clause 134, in sub-section (l). for thc expression "Ordinance:", occurring at the end, the
expression "Act:", shall be substituted.

(e) CI,AI-ISE I78

In clause 178, in sub-section ( 1), for the expression ''section I I 8", the expression ''section 126",

shall be substituted.

4. The Committee recommended that the Bill, as reported by the Standing Committee, placed at

ANNEX-B, may be passed by the National Assembly.

. sd/-
(MUILAMMAD JAWED IIANIF KHAN)

Chairman
sd/-

(SAEEDAHMAD MAITLA)
Acting Secretary

lslamabad. the I 3 htlv.2026

Page 2 of 2

CLAUSE. 22

(s) CLAUSE 74

in clause 74, in paragraph (c), in sub-paragraph (i), the word "prescribed" shall be omitted.

CLAUSE I25
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to regulale the business of the insurance, to ensure lhe prolection of the interests of
insurance policyholders and to promote sound development o/the insurance industry

andfor matters connected therewith and incidental thereto:

WHEREAS, it is expedient to repeal and to rc-enact the larv relating to the business of
insurance with the objective ofensuring a gradual shilt towards adaption of international best

practices related to insurance, facilitating and promoting development of the insurance sector,

encouraging the use of technology and electronic means in the conduct of insurance business

and regulation, regulating entities connccted with the insurance sector for protecting the

interests of insurance policyholders and matters arising out of or connected thcrewith.

It is hereby enacted as lollows: -

P.{R t' I
PI{E I,IM INAITY

1.

Acq2026
Short title and commenccment. - (l) l'his Act shall bc called the Insurance

(2) II extends to the whole of l)akistan.

(3) It shall come into force at once

1

context, -

Definitions. - ln this Act, unless there is anything rcpugnant in the subject or

(i) "acluary" means a person possessing such actuarial qualifications as

may be specified;

( ii) "appointed actuary" means the actuary rcquircd to be appointed by an

insurcr pursuant to the provisions ofsection 24 of this Act;

( iii) "approved securities" rneans Government sccurities, and any othcr

security charged on the revenues of the Federal Government or of a
Provincial Government, or guarantecd lully as regards principal and

profit or return (however called or designated) by the Federal

Government or a Provincial Government; and any debenture or other

sccurity for money issued under the authority of any Act of the

Federal Legislature or any Provincial Legislature by or on behalf of
the trustees ofthe port of Karachi or on behalfofthe authorities ofthe
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pofi Gawodar or port Qasim or an)' other port authority, any securit)

issued under the authority of any Act of Parliament or of a Provincial
Assembly; and any security specificd as ur approved security for the

purpose of this Act by the Commission by notification in the of'ficial

Gazctte:

(iu) "approvcd auditor" means an auditor approved by the Commrssron

lor the purpose of performing the functions assigned to auditors under

this Ac1;

(v) "auditor" means a person qualified for appointment as an auditor

under the provisions ofthe Companies Act, 2017 (XIX of2017);

(vi) "authorised person" means a director, chief cxecutive officer, chief
financial officer, company secretary or equivalent (by whatever name

callcd) of a company or a body corporate whether incorporaled in

Pakistan or outside;

(vii) "authorised surveying offlcer" means a person (by whatevcr name

called) who examines the goods, property or any interest insured and

documentary cvidence under a contract of non-life insurance to
express an indepcndent opinion as to the cause, extent, location,

circumstances and amount of any loss incurred or claimed to be

incurred undcr that contract and may also undertake surveys for pre-

insurance and post-insurance inspection and assess the value and

quantum of building, machinery, stocks and other subject matters;

(viii) "banking company" shall have the same meaning as assigned to it in
the Banking Companies Ordinance, 1962 (LVII of 1962);

(i*) "base rate" means the-State Bank of Pakistan Overnight Reverse Repo

(Cciling) Rate notified by the State Bank of Pakistan from time to

time;

(x) "Board" means the Policy Board established under section l2 ofthe
SECPAct, 1997;

(xi) "body corporate" shall have the same meaning as assigned to it in

clause (9) of sub-section (l) of section 2 ofthe Companies Act,20l7
(XIx of 20 l7);

"borrower" shall have the same meaning as assigned to the term
"customer" in the financial Instilutions (Recovery of Finances)
Ordinance,200l (XLVI of 2001);

(xii)



(x iii) "certified" in relation to any copy or translation of a document

required to be furnishcd by or on behalf of an insurer means certifled
by an authorised person on behalf of such insurer to bc a true copy or

a correct translation, as the case may be:

(xiv) "class of business" means a classification of insurance business

having similar characteristics, into which life insurance or non-life
insurance may be divided;

(xv) "Commission" means the Securities and Exchange Commission of
Pakistan constituted under section 3 olthe SECP Act;

(xvi) "company" shall have the same meaning as assigned to it in the

Companies Acq Z0l7 (XIX of 2017);

(xvii) "company law" has the meaning assigned to it in the Companies Act,
2017 (XIxof2017);

(xviii) "continuous disability contract" means a contract under which a

benefit is payable in the event of-

(a) the death, by a cause specified in the contract, of thc pcrson

whose life is insured (the "insured"): or

(b) injury to, or disability ol, the insured as a rcsult ol'accident or
sickness; or

(c) the insured being found to have a specificd medical condition or
disease;

(xix) "corporate insurance agent" means persons, excluding individuals,

who have entered into agency agreement with a licensed life insurer

or a licensed non-life insurer and facilitate insurance products

distribution for the insurer with which they have entered into an

agency agreement;

(xx) "Court" means the principal civil Court ol original jurisdiction in a

District, and includes a High Court in exercise of its ordinary civil
jurisdiction; and in relation to Part X and Part XIX, shall have the

meaning as in section 5 of the Companies Act, 2017 (XIX of 2017);

(xxi) "digital insurance" means insurance which is distributed, serviced,

processed and administered primarily through digital means;
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(xxii) "digital-only insurer" means an insurer, which primarily relies on

technology for its operations and uses lechnology for its business,

processes, policyholder engagement, distribution, administration,

servicing or for performing any other aspect of its operations;

(rxiii) "direct", in relation to thc business of insurance. means insurance

other than reinsurance and rctrocession;

(xxiv) "direct insurancc broker" means a person who carries on insurance

broking business;

(xxv) "duly attested" means attested in the manner required for financial or
future obligations by Article 17 ofthe Qanun-e-Shahadat Order, 1984

(P.O. l0 of 1984):

(xxvi) "clectronic media" includes the internet, radio, television, tapes.

cassettes. all forms ol electronic rccording media including computer

d iskettcs and CD-ROMs:

(xxvii) "encumbrance" in rclation to any property, movable or immovable,

means any mortgage, charge (fixed or floating), hypothecation,
pledge, assignment or transfer by way of security, or any other form
of security or ownership interest less than absolute legal and

beneficial ownership;

(xxviii) "finance" shall have the same meaning as assigned to it in clause (d)

of section 2 of the Financial Instilutions (Recovery of Finances)

Ordinance, 2001 (XLVI of200l) except sub-clauses (iv), (v), (vi) and

(vii) thereof;

(xxix) "financial institution" has the same meaning assigned to it in clause

(a) of section 2 of the F'inancial Institutions (Recovery of Finances)

Ordinance, 2001 (X'LVI of 2001);

(xxx) "foreign reinsurer" means a person who is registered, licensed or
authorized in the jurisdiction in which it is incorporated to undertake

reinsurance business outside Pakistan:

(xxxi) "Government securities" means Government securities as defined in
the Public Debt Act, 1944 (XVIII of 1 944);

(xxxii) "group" in relation to contracts of life insurance, including health
insurance, means contracts having a term not dependent on the



tcrmination or continuation of human life, under which the bcnefits

are payable to a member of a group defined in the contract on the

happening to that member during the term of the contract of a

contingency defined in the contract, not being a contingency, which is

bound to happen;

(xxxiii) "indcx-based insurance" or "parametric insurancc" means a contract

of insurance whereby in consideration of a premium received- an

insurer or a group of insurcrs promises to make paymcnt of claims t<r

a person or a group of persons, based on a predetermined index or
parameter without assessment ofeach individual insurance clainr:

Provided that the scope of index-based insurance in this Act
does not include life insurance business and accident and hcalth

insurance business:

Provided further that the first proviso shall not restrict the

issuance ofa life insurance policy or a non-life insurance polic,u. to the

individuals covered under index-based insurance, by utilizing the

information, data, arrangements or infrastructure oI the index bascd

insurance scheme and that the coverage shall be through a separatc

policy;

(xxxiv) "insurance" means the business of entering into and carrying out

policies or contracts, by whatever name callcd, rvhercby. in
consideration of a premium received, a person promises to make

payment to another person contingent upon the happcning of an

event, specified in the contract, on the happening of which the

second-named person suffers loss, and includes reinsurance and

retrocession:

Provided that a contract of life insurance shall be deemed to be

a contract of insurance between tlvo different parties, noflvithstanding

that it may not comply with the definition set out in this clause:

Provided further that index-based insurance, as delined in this

Act, shall be deemed to be a contract of insurance;

(xxxv) "insurance broker" means a who carries on the business of insurance

broking, reinsurance brokerage or both;

(xxvi) "insurance broking" means the business of soliciting or arranging

insurance for prospective policyholders for remuneration or fee, other

than an agent of an insurance company;
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(xxxvii) "Insurance Ombudsman" means thc olficer appointed by the Federal

Government under section 139 of this Act;

(xxxviii) "insurance self-network platform'' means an electronic platform set

up by a person with a vicw to conducting insurance e-commerce

activity i.e. to engage in sales of insurance products or policy

servicing or providing other related services through usage of
electronic means such as website or mobile application;

(xxxix) "insurance intermediary" means persons associated with the business

of insurance and includes agents, insurance brokers, third party

administrators, insurance surveyors, insurance self-network platforms

and other insurance interrnediaries notified bv the Commission under

section l2l ;

(xl) "insurer" means--

(a) any company or other body corporatc solcly carrying on the

business ol insurance incorporated under any law for the time

being in force in Pakistan and duly licensed under the

provisions of this Act;

(b) any body corporate incorporated under the law of any

jurisdiction outside Pakistan and duly licensed under the

provisions of this Act canying on insurance business rvhich

carries on that business in Pakistan; and

(c) a branch office of a company or a body corporate incorporated

outside Pakistan. which is allovved to undertake insurance

business, in the jurisdiction in which it is incorporated, duly
licensed under the provisions ofthis Act:

Provided that, except as otherwise stated to the contrary in this

Act, the term "insurer" shall include the terms 'lnicroinsurer",
"digital-only insurer", "operator" and''reinsurer";

(xli) "investment contract" means a contract of insurance, providing for
benefits to be paid on death or on a specified date or dates before

death where the benefits paid are calculated by reference to either a

running account or units under the contract whether or not the
minimum value of that account or those units is guaranteed and

providing for the account to be increased during the currency of the
contract;



(xlii) "investment-linked" in relation to lif-e insurance means investment
contracts, the principal object of which is the provision of benefits

calculated by reference to units, the value of which is related to the

market value of a specified class or group of assets of the party by

whom the benefits arc to be provided;

(xliii) "lender" means a person inside or outside Pakistan carrying on the

business ofadvancing money by way of loans or finance and includes
a financial institutioni

(xliv) "listed company" means a company, a body corporate or corporation
(including a body corporate or corporation incorporated outside

Pakislan) or other body whose securities are allowcd to be traded on a

stock exchange (inside or outside Pakistan);

(xlv) "loan" means a loan, advance and credit, whether based on system of
interest or otherrvise, extended by an insurer or a reinsurer to any

person, whcther in money or in kind, which is to be paid back to the

insurer or the reinsurer, as the case may be, within in a specified time;

"member of the family" in relation to any person, means the husband

or a wife, the dcpendent father, mother, brother or sister, or a minor
son or unmarried daughter ofthat person;

(xlvii) "microinsurancc" means insurance of persons, cither on individual or
group basis, that meets their need for risk protection, savings or
invcstments and relief against distress, misfortune or contingent event

for defined benefit levels subject to the maximum amounts of sum

cover or premiurn or both as may be specified;

(xlviii) "micro-insurer" means an insurer licensed to conduct microinsurance

business only in Pakistan and includes a microtakaful operator'.

Provided that nothing in this definition, shall have the effect to

restrict a licensed insurer to undertake microinsurance business in

Pakistan, subject to compliance with such regulations as may be

specified in relation to microinsurance business;

(xlix) "mutual insurance company" means an insurer, which has no share

capital and of which, by its constitution, only and all policy holders

are members;

(xlvi)



(l) "officer" has the meaning assigned to that expression in clause (45) of
sub-section (l) of section 2 of the Companies Act, 2017 (XIX oi
7017);

(lD "operator" means-

(a) a takaful operator i.e. an insurer who is licensed by the

Commission under this Act to carry on takaful business only:
and

(b) a window takaful operator i.e. an insurer licensed by the

Commission under this Act to carry on takaful business as

window operations in addition to conventional insurance

business;

(IiD "other insurance intermediaries" means such intermcdiaries

associated with the business of insurance as may be notified under

section l2l, except agents, insurance brokers, rcinsurance brokers,

third party administrators and insurance surveyors;

( liii) "participating", in reference to life insurance business, means

contracts of life insurance, other than investnrcnt-linked contracts,

health contracts, group Life contracts and group health contracts,

under the terms and conditions of which thc policy holder has an

entitlement to participate in distributions by the life insurer of profits

or surpluses;

Explanation.- a benefit paid under a policy is not a distribution of
profit or surplus if the benefit is dctermined according to the terms

and conditions of the contract and is not subject to the exercise of
discretion by the insurer;

(liv) "permanent capital fund" means a fund that is established in the

records of a life insurance company not having a share capital. and

which contains that part of the assets and liabilities of a life insurer

which is attributed to it and is not attributed to any statutory fund

maintained by that life insurer;

(lv) "policy" means a contract ofinsurance;

(lvi) "policy holder" means the person to whom a policy is issued or, in the

case ofa policy of life insurance, the person to whom the whole ofthe
interest of the policy holdcr in the policy is assigned once and for all,



but does not include an assignee thereof whose interest in the policy
is defcasible or is for the time being subjcct to any condition;

(lvii) "policyholder liability", in rclation to lifc insurance. mcans--

(a) a liability that has ariscn under a policy of lilc insurance; or

(b) a liability that, subject to the terms and conditions of a policy,
will arise on the happcning of an event, or at a time,
specified in the policy;

(lviii) "prescribed" means prescribed by rules made undcr section 186;

0i*) "private company" has the meaning assigned to it in clause (49) of
sub-section (l) of section 2 of the Companies Act,2017 (XIX of
2017);

(lx) "promoter" mcans any pcrson, dircctor, institution, company, body

corporate, corporation (rvhether in Pakistan or outside Pakistan),

excluding the Federal Government and the Provincial Govcrnment,
who directly owns equal to or more than ten percent shareholding of
an insurance company:

(lxi) "public company" has thc meaning assigned to that expression in

clause (52) of sub-section ( I ) of section 2 ofthe Companies Act, 2017
(XIX of 2017), or an existing company which is not a private

company or a subsidiary of a privatc company;

(lxii) "reinsurance" means a contract oI insurance under which the event,

specified in the contract, contingent upon the happening of which,
payment is promised to be made to the policy holder thereunder, is

payment by the policy holder of a claim or claims made against that

policy holder under another contract or contracts of insurance issued

by that policy holder;

(lxiii) "reinsurance broker" means a person who carries on the business of
reinsurance brokcrage and includes a fbreign reinsurance broker;

(lxiv) "reinsurance brokerage" means the business of soliciting or arranging

reinsurance for insurers with other insurers or reinsurers for a

remuneration or fee;



(lxv) "reinsurer" means a person whether incorporated in Pakistan or
outsidc Pakistan who carries on reinsurance business in Pakistan and

inc,:udes a retakaful operator;

(lxvi) "regulations" means regulations made under this Act;

(lxvii) "repcaled Ordinancc" mcans the lnsurance Ordinance, 2000 (XXXIX
o12000);

(lxviii) "retrocession" means a contract of reinsurance under which the cvcnt.

specified in the contract. contingent upon the happening of r.r,hich.

payment is promised to be made to the policy holder thereunder, is

pa)'ment by the policy holder of a claim or claims made under another

contract or contracts ofreinsurance issued by that policy holder;

(lxix) "retakaful" means an arrangement in compliance with the principles

of lslamic Shariah for mutual risk sharing oftakaful risks;

(lxx) "rules" mcans rLrlcs madc under this Act;

(lxxi) "schcduled bank'' has the meaning assigned to it in clause (rn) o1'

section 2 ofthe State Bank ofPakistan Act, 1956 (XXXIII of 1956)r

(lxxii) "SECP Act" means the Securities and Exchange Commission o1'

Pakistan Act, 1997 (XLII of 1997);

(l*iii) "shareholders' fund" means a fund that is established in the records of'
a life insurance company and which contains that part of the assets

and liabilities of a life insurer which is attributed to it and is nol

attributed to any statutory fund maintained by that life insurer;

(lxxiv) "specified" means specified by the Commission through regulations;

(lxxv) "statutory fund" means a fund that is established in the records of a

life insurer and which relates solely to the life insurance business ol'
that life insurer or a particular part ofthat life insurance business:

(lxxvi) "subsidiary" or "subsidiary company" has the meaning assigned to it
in clause (68) of sub-section (l) of section 2 of the Companies Act,
20t7 (xlxof2017);

(lxxvii) "surveyor" means a person to rvhom license is issued b1, the

Commission to undertake insurance survey business;



(lxxviii) "1'akaful" means a scheme based on mutual assistancc in compliance
with the provisions of Islamic shariah, and which provides for mutual
financial aid and assistance to the participants in case of occurrenoe of
certain contingencies and whereby the participants mutually agree to

contribute to the common fund for that purpose and includes

retakaful;

(lxxix) "third party administrator" means a person who is engaged for a fee

or remuneration in accordance with an agreemcnt with an insurcr or
such other person, as may be specified, lor the provision of third-
party administrator services:

(lxxx) "third party administration business" means business of
administration ofhealth insurance related services or other services as

may be specified for an insurer, in accordance wilh an agreement

between the insurer and a third party administrator;

(lxxxi) "Tribunal" means the Tribunal constituted under section 134 of this

Act; and

(lxxxii) "unit" means a notional share in thc net value of a specificd class or
group of assets of a statutory fund of an insurer carrying on life
insurance business, the value of which is to be used as a basis for
determination of the benefits payable under an investment linked

conlract.

3. Division of insurance business into lifc and non-life.- (l) For the purposes

of this Act insurance business is divided into life insurance busincss and non-life insurance

business.

(2) Subject to sub-sections (3), (a) and (5), the eifecting and carrying out ofany or

all of the following type of contracts shall constitute the carrying on of life insurance

business; namely:-

(a) a contract of insurance that provides for thc payment of money on the

death of a person or on the happening of a contingency dependent on

the termination or continuance of human life;

(b) a contract of insurance that is subject to payment of premiums for a

term dependent on the termination or continuance ofhuman life;

a contract of insurance that providcs fbr the paymcnt of an annuity for
a term dependent on the continuance ofhuman Iile;

(c)



(d) a contract that provides lor the payment of an annuity for a term not

dependcnt on the continuance of human life but exceeding the period

ofone ycar;

(e) a contract providing an indemnity for medical expenses;

(0 a continuous disability income contract;

(g) an investment contract which contains minimum life insurance element

as may be specified; and

(h) such contracts as may bc specified.

(3) Notwithstanding anything in this Act to the contrary, the effecting and

carrying out of a contract whosc principtl objcct is one ol life insurance business, but which

contains related and subsidiary' provisions of a non-lifc insurance nature, shall be taken to

constitute thc carrying on of lile insurance busincss.

(4) Notwithstanding ani,thing in this Act !o the contrary, the effecting and

carrying out of a contract that providcs lor thc payment of money on the death of a person

shall not constitute thc carrying on of lifL insurancc if the contract is effected and carried out

by an insurer who is licensed to carr) on non-life insurance business; and both of the

following conditions ex ist:

(a) by the terms of the contract, the duration of the contract is to be not
more than onc year; and

(b) payment is only to be rnadc in the cvent ofdeath by accident.

(5) Notwithstanding anything in this Act to the contrary, the effecting and

carrying out of a contract that provides for thc payment of money in the event of a person

suffering loss, other than death, afiributable to accident. sickness or infirmity shall not

constitute the carrying on of life insurance if thc contract is effected and carried out by an

insurer who is licnesed to carry on non-life insurance business; and by the terms of the

contract, the duration ofthe contract is to bc not morc than one year.

(6) All contracts of insurance which are not, in accordance with the provisions of'
the foregoing sub-sections, classified as life insurance contracts, shall be classified as non-life
insurance contracts.

4. Classes of life and non-life business.- (l) For the purposes of this Acr, the
following shall be the classes of business into which Iil'e insurance business is divided,
namely:-



(a) "ordinary life business" which means elfecting and carrying out
contracts of life insurance other than contracts included in clause (b),

(c) or (d) of sub-section ( 1);

(b) "life contingent annuity busincss" which means effecting and carrying

out contracts of life insurance providing benefit at predefined intervals

to the policyholder till lhe continuation of life of the policyholder or
survival ofthe policyholder or beneficiary:

Provided that nothing in this clause shall limit a life insurer to
provide minimum or maximum term for benefit in the life continBcnt

annuity products that it offers;

(c) "pension fund business" which means effecting and carrying out

contracts of lile insurance that are maintaincd for the purposes of a

pension or retirement scheme and are owned by trustees undcr the

scheme; and

(d) "accident and health business" which means elfecting and carrying out

contracts of insurance providing fixed pecuniary bcnefits or beneflts in

the nature of indemnity or a combination of both, against risks of the

policy holder or a person for whose benefit the contract was made -

(D sustaining any injury as a result ofan accident;

(ii) becoming incapacitated in consequence of an accident or
disease or sickness; or

(iii) suffering loss, including medical expenses incurred, attributable

to accident, disease, sickness or infirmity.

(2) For the purposes ofthis Act, the following shall be the classes of business into

which non-life insurance business is divided, namely:-

(a) "fire and property damage business" which means effecting and

carrying out contracts of insurance against loss to the policy holder

arising from loss of or damage to properfy, other than as contained in

clausc (b) of sub-section (2);

(b) "marine, aviation and transport business" which means effecting and

carrying out contracts of insurance against loss to the policy holder

arising from -



(i) loss of or damage to, or arising out of or in connection with thc

use of:

(A) means of transport, including railway rolling stock used

on land, vessels used on the sea or on inland u,aters,

and aircra{i but excluding motor vehicles; or

(B) the machincry, tackle, furniture or equipment of those

means of transport; including third party risks and

carrier's liability but cxcluding risks contained in
clausc (c) or clause (e) of sub-section (2); or

(ii) loss of or damage to merchandise, baggage and all other goods

in transit, irrespective of the form of transport;

(c) "motor business" rvhich means clfccting and carrying out contracts of
insurancc against loss to the policy holdcr arising lrom:

(i) theft or damage to the motor vehiclc through anv means; and

( ii) liabilities incurred to third parties arising out of or in
connection with the use of motor vehicles on land, as specified
in the Motor Vehicles Act, 1939 (lV of 1939);

(d) "liability business" which means effccting and carrying out contracts of
insurance against loss to thc policy holder arising from liabilities
incurred to third parties. other than in respect of risks specified in
clause (b), clause (c) or clause (e) of sub-section (2);

(c) "workers' compensation business" which mcans eflecting and carrying
out contracts of insurance against loss to the policy holder arising from
liabilities incurred to workers arising out of or in connection with the

cmployment ofthe workers by the insured persons;

(0 "credit and suretyship business" which means cffecting and carrying
out-

(i) contracts of insurance against loss to the policy holder arising

from failure, whether through insolvency or otherwise, of
debtors to pay dcbts when they fall due; or

(ii) contracts of insurance against loss to thc policy holder arising
from his having to perlorm contracts of guarantec entered into
by hirn; or



(iii) contracts for fidelity bonds, performance bonds, adminisrration

bonds. bail bonds. custom bonds or similar contracts of
guarantcc:

I)rovided that for the purposc of this Act, the beneficiary ofthe contracts

as provided at sub-clause (iii) shall be deemed to be a policyholder;

(g) "accident and health business" which means effecting and carrying out

contracts of insurance, the duration of which under the contract is not
morc than one year, providing fixed pecuniary benefits or benefits in

the nature of indemnity or a combination of both, against risks of the

policy holder or a person for whose benefit the conlract was made:

(i) sustaining any injury as a result ofan accident;

(ii) dying as a result ofan accident;

(iii) becoming incapacitated in consequence ofa disease or sickncss:

ol'

(iv) sufl'ering loss, including rnedical expenses incurred, attributable
to discasc, sickrcss or infirmity,

but excluding contracts of a type included in clause (e) of sub-section

(2):

(h) "agriculture insurance" which means effecting and carrying out

contracts of insurance against loss to the policyholder arising from loss

of or darnagc to agriculture related property including crops, livestock,

tractors or other properties which are based on agricultural input;

(i) "miscellaneous business" which means effecting and carrying out

contracts of insurance oftypes not included in any other class;

0) "proportional treaty business" which means efiecting and carrying out

of contracts of treaty reinsurance, whether obligatory or otherwise, of
such a nature that a proportion of premium or of a separately identified

part of premium on insurance contracts which are the subject matter of
the treaty is payable to the reinsurer by the cedant and an identical

proportion of claims or of a separately identified part of claims on

those contracts is payable to the cedant by the reinsurer, and including

without limitation treaties of quota-share and surplus classifications;

and



(k) "non-proportional treaty business" $'hich means effecting and carrying

out of contracts of treaty reinsurance, not being contracts of a [ype

included in clause O of sub-section (2).

(3) The Commission may, specif, sub-classes ofbusiness into which any ol'those

set out in sub-section ( I ) and sub-section (2) may be divided or where a new class of business

is specified under sub-section (5).

(4) The Commission may, specify any class of business sct out in sub-section (l)
or sub-section (2), or sub-class of business specified under sub-scction (3), as a restricted

class or sub-class as the case may be.

(5) The Commission may, specif any new class of business in addition to the

classes ofbusiness as set out in sub-section (l) or sub-section (2) and for such purpose define

such business.

PAI{T II
PROVISIONS APPLICABI,E TO INSURERS

5. Eligible persons.- (1) No person shall underwrite any insurance business in
Pakistan other than-

(a) a public company formed and registered under the company law; and

(b) a branch office of a company or a body corporate incorporated outside

Pakistan, which is allowed to undertake insurance business, in the
jurisdiction in which it is incorporated.

(2) - A person, being a body corporate incorporated under the laws of Pakistan and

duly licensed as an insurer, shall continue to underwrile insurance business in Pakistan.

Explanation.- For the purposes of this Act, except as otherwise provided to the

contrary in this Act, the term "insurance" shall include microinsurance, digital insurance,

takafu I and reinsurance.

(3) A foreign reinsurer shall also be eligible to undertake reinsurance business in
Pakistan subject to such conditions and requirements as Irray be specified by the Comnrission
through regulations.

6. Liccnsing requirements for applicants.- (l) No eligible person referred to in
section 5 shall, begin or carry out any business in the nature of insurance unless such cligible
person has obtained a license, from the Commission to carry out such business under this Act



in such form and manner and in accordance l ith such terms and oonditions and fce as may be

specified:

Provided that the Commission may, by notification in the official Gazette,

exempt any class of persons from thc operation of sub-section (l), subject to such

terms and conditions as may be notified.

(2) It shall be unlawful for any person to act as or describe himself or hold himself
to be described or held out as a person carrying on insurance business unless he holds valid
license, granted by thc Commission.

(3) An eligible person required to seek liccnse under this Act shall make an

application to the Commission, as a person licensed to carry on life insurance business or
non-life insurance business, as the case may be, the manner of filing of which and the

information, documents, reports, ccrtificates to be submitted with the application, shall be

specified.

(4) An applicant as a reinsurer, may make an application to the Commission, as a

person licensed to carry on lifc reinsurancc business, non-life reinsurance business or
composite reinsurance business, as the case may be.

(5) A certificate of registration issued to an insurer under the provisions of the

repealed Ordinance shall be deemed to bc a liccnse under the provisions of this section unless

suspended or cancelled by the Commission.

7. Commission may grant license upon satisfaction. - (l) Where an application
for license is received by the Cornmission under section 6, the Commission may, grant

license to the insurer, ifthe Commission is satis{ied that

(a) thc provisions of this Act and the regulations relating to minimum paid

up share capital requiremcnts have been complied with:

Provided that the Commission shall speciry through regulations
the requirements related to minimum amount of capital required for
opening branch of foreign insurer or foreign reinsurer in Pakistan and

the manner in which its capital shall be held, which shall be deemed to

fulfill compliance with the requirements of paid up capital under this

Act;

(b) the provisions of this Act and the regulations relating to mlnlmum
statutory deposits, minimum solvency requirements and effecting of
reinsurance arrangements havc been complied with;



(.) the applicant is, and is likely to continue to be, able to meet its
liabilities;

(d) the applicant meets, and is likely to continue to mect, criteria lor sound

and prudent management including without limitation thosc set out in

scction 1l of this Act;

(e) the applicant has appointed an auditor recognised by the Commission

as appropriately qualified to audit the business of insurance, takaful,

microinsurance or reinsurance, as the case may be;

(0 the applicant has, appointed an actuary as its appointed actuary, and the

Commission does not disapprove that appointment;

(g) thc applicant is, and is likely to continue to be, able to comply with

such other ofthe provisions ofthis Act as are applicablc to it;

(h) on the basis of the information provided by the application and an1

other information received by the Cornmission, the application ought to

be granted; and

(i) any other information which the Commission has sought is provided to

thc satisfaction of the Comrnission.

(2) Where an application for license is received by the Commission from a loreign

reinsurcr or foreign retakaful operator, the Commission may grant license to the forcign

rcinsurer or foreign retakaful operator, as the case may be, subject to fulfilment of such

requirements, as may be specified.

(3) The regulations to be made for the purposes of this section shall take into

consideration the nature ofbusiness proposed to be conducted by the applicant.

(4) Where the Commission is not satisfied with rcspect to all or any of the matters

related to the applicant, it shall refuse an application.

(5) AII persons licensed under this Act, shall pay to the Commission, such amount

ofannual supervision fee, at such rate, as may be notified by the Commission.

(6) The Commission, while granting license under this Act, may impose such

additional conditions on the insurer, as it may deem necessary.

8. Duration and revocation oflicense of an insurer.- (l) License grantcd to an

insurer undcr this Act to carry on insurance business, shall continr.re until it is surrendered,
cancelled or revoked b1 the Commission.



(2) The Commission may at any time by order in writing, revoke the license
grantcd to an insurer, with such directions as it may deern fit, on being satisfied that-

(a) a direction has been issued to the insurcr undcr section 65 to ceasc

entering into new contracts due b any of the reasons mentioned

therein, and such reasons havc not been removed by the insurer,

within the time period stipulated by the Commission in this rcgard; or

(b) the insurer, has ceased to carry on insurancc busincss in Pakistan; or

(c) the insurer, has not, within the period of one year after it was grantcd

license under this Act, carricd on insurance, microinsurance or
reinsurance business in Pakistan; or

(c) the insurer is-

(i) conceived or brought forth for, or is or has been carrying on,

unlawlul or lraudulent activities: or

(iD run and managed by persons who lail to maintain proper and

true accounts or they cornmit fr aud, misfeasance or
malfeasance in relation to the company; or

(iiD run and managed by persons rvho are involved in terrorist

financing or money laundering; or

(ir) managed by persons who rcfuse to act according to the

requirements of this Act or have failcd to carry out the

directions or decisions ofthe Commission given in exercise of
the powers conferred by this Act; or

(0 the Commission has reasons to believe that thc operation ofthe insurer

is detrimental to thc interest of its policyholders or public at large:

Provided that before the license of an insurer is so revoked, the Commission

shall give to the insurer a notice, in writing of its intention to do so, and shall afford

the insurer an opportunity ofbeing heard.

(3) Where the Commission is requested in writing by an insurer to revoke i1s

license, the Commission may by an order in writing revoke that license.

(d) the insurer has failed to comply with any of thc terms or conditions

subject to which a liccnse is granted; or



(4) License granted under this Act to carry on insurance business shall not be

revoked unless the Commission is satisfied that adequate provisir:n has been madc for the

irrevocable transfer to a licensed-insurer of all insurance liabilities incurred by the applicant

seeking relocation of licensc under thc preceding sub-section.

(5) Nothing in this section shall prevent the Commission from exercising the

powers available to it under section 65 to direct a licensed insurer to cease entering into neu'

insurance contracts.

9. Notification of grant or revocation of license. - (l) Where license under the

preceding provisions of this Part is granted or revoked, the Commission shall cause notice of
the grant (including any limitations as to classcs of business which may be underwritten) or

revocation of license to be published in the Gazette.

(2) Where license under the preceding provisions of this Part is granted, the

Commission shall issue to the insurer a writtcn license, rvhich shall be surrendered to the

Commission on revocation ol license.

(3) The Commission may, on paynlent of the specified fee, issue a duplicatc

license to replace a license to replace a licensc lost, destroyed or mutilated, or in any other

case where it is ofopinion that the issue ofa duplicate license is necessary.

10. Conditions imposcd on licensed insurers.- An insurer licensed under this

Act shall at lll time: cnsurc lhat-

(a) the provisions ofthis Act and the regulations relating to minimum paid-

up share capital requirements are complied with;

(b) the provisions of this Act and the regulations relating to minimum
statutory deposits have been complied with;

(c) the provisions of this Act and the regulations made thereunder relating

to minimum solvency requirements are complied with;

(d) the provisions of this Act and the regulations relating to the obtaining

ol'reinsurance or retroccssion arrangernents are complied with;

(e) the insurer is, and is likely to continue to be, able to meet its liabilities;

the insurer meets, and is likely to continue to meet, criteria for sound

and prudent management including without limitation criteria set out in
section I 1;

(1)



(g) the insurer has appointed an auditor recognised by the Commission as

appropriately qualified to audit the busincss of lile or non-life
insurance as the case may be;

(h) the insurer is, and is likely to continuc to be, able to comply with such

other of the provisions of this Act and the rules and regulations as are

applicable to it;

(i) it complies with the requirements of thc Anti-Money I-aundcring Act,

2010 (VII of2010) and the rules, regulations, directives and circulars

issued thereunder, or any other applicable law related to Anti-Money
Laundering and Countering of Financing of Terrorism, as applicable 1o

it;

ci) thc insurer maintains such minimum financial strength rating in such

manner as may be specified;

(k) it has and maintains a risk management framework in accordance with
the requirement as may be specified;

(r) the insurer, excluding a reinsurer, displays its license at all times on its

premises, branches and websites for the inforniation of prospcctive

policy holders; and

(m) the insurer complies with the directions issued by the Comrnission

ll. Criteria for sound and prudent managemcnt.- (l) For the purposes ol'this
Act, thc following shall, without limitation, be recognised as criteria for sound and prudent

managcment of a licensed insurer, or applicant for license as a pcrson to carry on insurancc

business,-

(a) the business of the licensed insurer, or applicant is carried on with

integrity, due care and the professional skills appropriate to the nature

and scale of its activities;

(b) the promoters, directors, chairman, chiefexecutive and kcy officers of
the licensed insurer or (in the case of an applicant which is a body

corporate incorporated outside Pakistan) the principal officer in
Pakistan of the licensed insurer or applicant should be fit and proper

person to hold that position:

Provided that the Commission shall specify the fit and proper

criteria for the promoters, directors, chairman, chief executive and key

officers of insurers:



Provided further that thc fit and proper criteria to be spccified

tbr promoters of an insurer ot an applicant as an irtsuret, shall be in

respecl of financial soundness and integrity and track record:

Provided also that the appointment of chief executive oflcer or
the directors of a licensed insurer shall be subject to the approval ofthe
Commission:

Provided also that notwithstanding anything contained in any

other law for the time being in force, the chief executive officer and the

chairman of a licenscd insurer shall not be the same person.

(c) the licsnsed insurer or applicant is dirccted and managed by a suflicient
numbcr of persons who are fit and proper pcrsons to hold the positions

they are holding;

(d) the licensed insurer or applicant maintains adequate accounting and

other records of its business; and

(e) the licensed insurer or applicanl maintains adequate systems of control

of its business and records.

Explanation. A person is a fit and proper person uho possesses such experience and

qualifications as specified, for thc dutics for which he is responsible, and conducts

those duties with due diligence and skill. A person is not a fit and proper person to

hold the position of Chairman, or of Chief Executive or principal officer in Pakistan,

of a licensed insurer if that person does not have the specified experience or
qualifications of direct relevance to the conduct of insurance operations . A person is

not a fit and proper person if the association of that person with the licensed insurer is

or is likely, for whatever reason, be detrimental to the interest of the licensed insurer,

or ofthe policy holders, or is otherwise undesirable.

(2) Accounting and other records shall not be regarded as adequate for the

purposes ofclause (d) ofsub-section (l) unless they are maintaincd such as-

(a) to enable the business of the licensed insurer or applicant to be

prudently managed; and

(b) to enable the licensed insurer or applicant to comply with the

obligations imposed on it by or under this Act.

(3) In determining whether any systems ofcontrol are adequate for the purposes

of clause (e) of sub-section (l), the Commission shall have regard to the functions and



responsibilities for those systems which are hcld by the persons who are responsible for the

direction and management ofthe licensed insurer or applicant and to whom clause (b) ofsub-
section (l) applies.

(4) Thc licensed insurer or applicant shall not be regarded as conducting its

business in a sound and prudent manner if it fails to conduct its business with due regard to

the interests oIpolicy holders and potential policy holders.

(5) The licensed insurer or applicant shall not be regarded as conducting its
business in a sound and prudent manner ifit:

(a) fails to satisly an obligation to which it is subject by virtue of this Act
or thc rules and regulations made under it; or

(b) fails to supervise the activities of a subsidiary with due care and

diligence and without detriment to the licensed insurer's or
applicant's business.

12. Restriction on issue of insurance policies.- (l) No insurer shall offer any

policy or contract in respect of insurance business, until and unless the insurer has, not less

than such days as may be specified, prior to such offer, furnished to the Commission in

respect of such policies or contracts, the particulars and materials specified by the

Commission:

Provided that in the case of a nonJife insurer, the provisions of sub-section (l) shall

apply only in rcspect of policies falling under accident and health insurance class of non-life
insurance business:

Provided further that every non-life insurer shall within a period of ninety days ofthe
coming into effect of this Act file all its existing products falling under accident and health

insurance class ofnon-life insurance being marketed by the non-life insurer.

(2) The Commission may require the insurer in writing to make such changes in

the particulars and materials as the Commission may direct, and where the Commission does

so dircct the insurer shall not be taken to have complied with sub-section (l) until thc insurer

has complied with the direction of the Commission.

(3) Where the Commission is not satisfied with the product documentation filed

under sub-section (l) or any subsequent changes made under sub-section (2) it may

disapprove the product, which shall be communicated to the insurer in writing.

(6) No licensed insurer shall appoint a managing agent, that is to say a person,

firm or company entitled to the management of the affairs of an insurer by virtue of an

agreement or contract lvith lhe insurer for the conduct of its business.



(4) For the purpose of this scction, the Commission may specily manner in which
an insurer may bc requircd to file product documentation with the Commission including but

not limited to submission through electronic means.

(5) The requirements of this section shall onll' bc applicable in respect of direct

insurance business.

PART III
STATUTORY FUNDS OF AI\ID OTHER SPECIAL REQT]IRE,ME,NTS FOR LIFE

INSI]RANCE COMPANIF],S

13. Statutory and othcr funds of life insurancc companies. - (l) An insurer

carrying on the business of life insurance shall at all timcs maintain onc or more statutorv

funds in respect of its-

(a) life insurance business;

(b) investment linked business;

(") Iife contingent annuity business;

(d) pension fund business;

(e) accident and heahh insurancc busincss: and

(0 life insurance business outside Pakistan.

(2) An insurer that carries on life insurance business of such class or sub-class as

may be specified by the Commission for the purposes ofthis sub-section shall maintain one

or more statutory funds exclusively in respect ofthat business.

(3) Statutory funds may not be divided or amalgamated without the approval of
the Commission.

(4) The Commission may direct a life insurer to amalgamate or transfer a life
statutory lund where the Commission believes on reasonable grounds that amalgamation or
transfer is required for the protection ofthe interests ofpolicy holders.

(5) An insurer having a share capital and carrying on lile insurance business shall
maintain a shareholders' fund.

(6) An insurer not having a share capital and carrying on life insurance business,
shall maintain in its records a permanent capital fund.



(7) ln this Act, a rcferencc to the shareholders' fund shall be deemed to include a

reference to the permanent capital fund, and provisions whish arc applicable to thc

shareholders' fund shall apply mulatis mutandis to the permanent capital fund.

74, Establishment of statutory fund. - Whenever an insurer establishes a

statutory fund for its life insurance business, the insurer shall give notice in the specified

manner to the Commission not later than thirty days prior to the cstablishment of the fund.

15. Policies to be rcfcrablc to spccific statutory funds. - (l) A life insurancc

policy issued by an insurer carrying on lile insurance business shall be rcferable to one or
more statutory funds:

Provided that a policy which is not investment-linked shall be referable to one

statutory fund only:

Provided further that where-

(a) contract ("the supplementary contract") which is supplementary to the

policy ("the principal policy") is of a type which would but for the

preceding proviso be required by section 14 to be referable to a different
statutory fund from that to which the principal policy is referable, and

(b) the premium attributable to such supplementary contract exceeds the

premium attributablc to thc principal policy, the supplementary contract

shall be relcrable to that different statutory fund.

(2) The Commission may spccifl the requirements incidental to the-

(a) manner of providing relerence to the slatutory fund or statutory
funds in the policy document to which the policy is referable;

(b) requirements when the provision in a policy document referring to

two or more statutory funds becomes effective;

(") manner in which the statutory fund or funds to which a policy is

referable may be changcd; and

(d) manner ol effecting transfer of assets between statutory funds to be

determined by the appointed actuary of the insurer, in accordance

with such principles as may be specified.



16. Assets, liabilitics, revenues and expenses of funds. - (l) All assets,

liabilities. revcnues and expenses of a lile insurcr shall bc referable to onc or more f'unds o{'

the insurer.

Explanation.- in this section the word "fund" means a statutory fund or the

shareholdcrs'fund.

(2) All amounts received by a life insurer in respect ofthe business ofa statutory

lund shall be credited to that fund.

(3) All assets and investments related to the business ofa statutory fund shall be

included in that fund.

(4) All liabilities (including policy liabilities) of a life insurer arising out of the

conduct of the business of a statutory fund shall be treated as liabilities of that fund.

(5) All assets, liabilities, revenues and expenscs of a lifb insurcr which are

relerable to the shareholders' lund and which are not attributed to a statutory fund shall be

attributed to the shareholders' fund.

(6) [f an asset, a liability, a revenue or an expense ofa life insurer is referable to

two or morc statutory funds, or is referable in part to a statutory fund or funds but is also

refcrable to the shareholders' fund, the insurer shall apportion such asset, liability, revenue or
expcnse on a fair and equitable basis between the funds to which it is referable.

(7) An apportionment made under this section shall only be made after the

dircctors of the insurer have received the appointed actuary's wriden advice as to the fairness

and equity ofthe proposed basis ofallocation.

17. Disposition of assets of statutory funds. - (l) The assets ofa statutory fund

are only available for expenditure related to the conduct ofthe business ofthe statutory fund.

(2) Profits and losses of a statutory fund may only be dealt with in accordance

rvith the applicable provisions of this Act and specified regulations.

18. Prohibition of reinsurance between statutory funds, - (1) Reinsurance

between statutory funds maintained by one insurer is prohibited.

(2) For the purposes of this section, rcinsurance between statutory funds shall be

deemed to exist, (whether or not there is a written contract of reinsurance) where the
following circumstances are present,-



(a) part of the premium payable under a policy referable to one statutory

fund is credited to another statutory lund ("the reinsuring fund") to
which the policy is not rel'crable; and

(b) a corresponding proportion olthe liability under the policy is treated as

a Iiability for the discharge of rvhich the assets of thc reinsuring fund

are available.

19. Capital payments to life insurance statutory funds. - (l) A life insurer may

at any time make a capital payment to a statutory lund.

(2) For the purposes of this section, a capital payment is an amount credited to a

statutory fund that is not required to be credited to that lund and does not represent any part

ofthe assets of another statutory [und.

(3) All capital payments made to a statutory fund in accordance with this section

shall be credited in the records ofthe statutory fund to a ledger accounl clearly identified as

capital contributed to the statutory fund.

20. Distribution of capital in a life insurance statutory fund. - (1) A
distribution of capital, other than a distribution to holders of participating policies by way of
bonus, shall not be madc at any time at which any of thc accounts idcntified in sub-sections

(1) and (2) ofsection 2l have a dcbil balance.

(2) A distribution of capital, other than a distribution to holdcrs of participating

policies by way of bonus, shall not be made lrorn a statutory fund unless the provisions of
sub-sections (2) of section 34, after such distribution, are complied wi1h.

(3) A distribution of capital contributed to a statutory fund may only be made

after the directors ofthe insurer have received the appointed actuary's written advice as to the

likely consequences of the proposed distribution.

(4) In providing his written advice undcr sub-section (3), the appointed actuary

shall have regard, without limitation, to the elfcct of the proposed distribution on the

compliance by the insurer with the provisions of this Act rclating to solvency and on the

ability ol the insurer to continue to comply with the provisions of this Act relating to
solvency in the context of its planned level ofactivity.

(5) Capital contributed to a statutory fund may only be distributed in the following
manner, namely:-

(a) by transfer to the shareholdcrs' fund;

(b) by transfer to another statutory lund ofthe company; or



(c) by distribution as bonuses to holders ofparticipating policies.

21. Allocation ofsurplus on life insurance business. - (l) An insurer conducting

participating life insurance business shall, in the accounting records ofthe statutory fund or
lunds in rvhich that business is carried on, maintain ledger accounts separately identifring the

lollowing-

(a) rctaincd eamings on participating business attributable to participating

policyholders;

(b) retained carnings on participating business attributable to shareholders

but not d istributablc: and

(c) retained earnings on participating business distributablc to

shareholders.

(2) An insurer conducting business other than participating business shall in the

accounting records of the statutory fund or funds in which that business is carried on maintain

a lcdger account identilying the retaincd earnings on business othcr than participating

busincss.

(3) lror the purposes of this section and section 22, the ledger accounts referred to

in clauses (a), (b) and (c) ol sub-section ( I ) and in sub-section (2) are described for reasons of
brevity as follows, respcctively-

(a) thc A Account;

(b) the B Account;

(c) the C Account; and

(d) the D Account

(4) The ledger accounts identified in sub-sections (1) and (2) shall not be dealt

with other than in accordance with the provisions of this section and section 22, or as the

Comrnission may spccify.

(5) Immediately following each investigation carried out in accordance with
section 50, the insurer shall allocate, by debiting or crediting the accounts identified in sub-
section (l) and sub-section (2) in each fund, the amount of surplus earned in that fund, in
accordance rvith the provisions of this section.



(6) [n this section, the term "surplus" in respect ol'a year mcans the increase or
decrease in that year ofthe excess ofassets over liabilities (other than policyholder Iiabilities)
of a statutory fund or of a separately identifiable part ol a statutory lirnd, reduced by the

incrcase and enhanced by the decrease (so far, in the case of a separately identifiable part of a
statutory fund, as such increase or decrease is attributable to that separately identifiable part)

in that year of-

(a) thc amount ofpolicyholdcr liabilities;

(b) the cumulative amount ofcapital contributed by thc shareholders' fund;

(c) the amount ofthe accounts identified in sub-sections ( l) and (2); and

(d) the amount ofany reserve required under this Act to be rnaintaincd.

Explanation.- All amounts referred to in this sub-section shall be determined
in accordance with the regulations specified under sub-section (l) of section 46.

(7) 'fhe surplus earned on participating contracts shall be allocated as follows
betrvcen the A Accounl and the B Account, namely:-

(a) not less than ninety per cent, or such other percenlage as may be

specified, of the amount of surplus earned on participating contracts

shall be allocated to the A Account; and

(b) the amount represented by the diflcrcnce between thc surplus carned

on participating contracts and thc amount referrcd to in clausc (a)

shall bc allocated to thc B Account.

(8) For the purposes of this section a statutory fund rvhioh contains both

participating and non-participating policies, the amount of surplus earncd on participating

contracts includes that element of surplus earned other than on participating contracts which
is, on a fair and equitable basis, attributable to the participating policy holders having regard

to the interest ofparticipating policyholders in the undertakings ofthe statutory fund.

Provided that where the amount of surplus adjustment cxceeds the crcdit balance of
the C Account the amount by which it exceeds that balance shall not be debited to the C
Account but shall be debited to the B Account:

(9) Immediately following the allocation of surplus in accordance with sub-

scction (7), the amount of surplus adjustment in respect of that year shall be credited to the

A Account and debited to the C Account:



Provided further that ',vhcrc thc amounl of surplus adjustment, but for this proviso,

exceeds the sum ofthe credit balance. ifany. of the Il Account and the credit balance, if
any, ol the C Account, thc amount of surplus adjustment shall for the purpuses of tlris sub-

section only be equal to the sum ol'thc crcdit balance, if any, of the B Account and the

credit balance, ifany, ofthe C Account.

Explanation. - For the purposes of this scction, the expression "surplus adjustment"

means ninety pcr cent, or such other percentage as may be spccified, of the sum of the

following two amounts.-:

(a) the amount, if any, by which the total amount of management expenses

brought to account in determining thc surplus eamed on participating

contracts cxceeds such total amount as is determined by the application of
such percentages as may be specified to first year and renewal premiums

brought to account in determining that surplus; and

(b) the amount dctermincd by applying lor six months on a compound basis, to

the amount if any determined in clause (a), the higher of,-

(i) the investment earning rate ol'the statutory fund during the year. so far
as concerns participating contractsl and

(ii) the avcrage base rate during the year, calculated as at the final date of
each month on a compound basis.

(10) The amount of surplus earned in each statutory fund during a year, and in
respect of each statutory fund to which sub-section (1) applies the amounts of surplus

earned on pa(icipating contracts during that year and surplus adjustment in respect of that

year shall be certified by the insurer's appointed actuary.

(11) Al) surplus other than surplus required to he dealt with under sub-section (7)

shall be allocated to the D Account.

(12) The Commission may makc regulations for the administration of any matter in
this section, not otherwise provided for.

22, Restriction on dividends and bonuses. - (l) No insurer carrying on life
insurance business shall declare or pay any dividend to shareholders or make any payment in
service ofany debentures, other than lrorn the shareholders' fund.

(2) No insurer carrying on life insurance business shall appropriate frorn any
statutory fund to the shareholders' fund any amount other than,-

(u) an amount from the C Account or the D Account; or



(b) a distribution ofcapital in accordance with section 20

(3) No insurer carrying on life insurance business shall allocate, whether by way

of cash payment, by addition to policy liabilities or otherwise, as bonuses to participating

policy holders any amount other than,-

(a) an amount ftom the A Account, or

(b) a distribution ofcapital by way ofbonus in accordance with section 20

(4) No amount may be credited 10 the C Account other than in accordancc with

the provisions of this section.

(5) An appropriation under sub-section (2) or an allocation of bonus under sub-

section (3) may only be made after the directors of the insurer have received the appointed

actuary's written advicc as to the likely consequences of the proposed appropriation or
allocation.

(6) In providing his written advice under sub-section (5), the appointed actuary

shall have regard, without limitation, to the effect ofthe proposed appropriation or allocation

on the compliancc by the insurer with the provisions of this Act relating to solvency and on

the ability of the insurer to continue to comply with the provisions of this Act relating to

solvency in thc contcxt of its planned level ofactivity.

(7) At the time at which bonuses, other than distributions of capital by way ol
bonus in accordance with section 20, are allocated to participating policy holders, an amounl

determincd in the lollowing manner may, subject to sub-section (12), bc debited to thc B
Account and the amount ifany debited to the B Account shall be credited to the C Account,-

(a) not more than one-ninth of the amount ofsuch bonuses as have been

allocated from the A Account; less;

(b) the lower of-

(i) the amount if any of surplus adjustment debited to the B

Account in accordance with the proviso to sub-section (8) of
section 21; and

(ii) the amount set out in clause (a) of this sub-section.

(8) Where the busincss in a statutory fund contains investment contracts, not

being participating contracts, under the terms of which the insurer has discretion to vary the

amount of expenses charged under the policy, the transfer to the shareholders' fund which



may be made in any one year from the D Account in thal statutory fund shall be reduced, to

the extent of the balance in the D Account, by the amount of expense adjustment arising in

the year ended on the preceding 3l st December.

(9) For the purpose of sub-section (8). the exprcssion "expense adjustment"

means such proportion as may be specified ofthe amount, if any, by which thc total a,nount

charged to all such policies to meet managemcnt expenscs exceeds such total amount as is

determined by the application ofsuch percentagcs as may be spccified by the Commission to

first year and renewal premiums relating to such investmcnt contracts:

Provided that where investment contracts include supplementary benefits, the amount

referred to in this sub-section shall be determined with reference to the premiums for the

main contract only excluding such supplementarl' bcnefits:

Provided further that for the purposes of dctemining thc amount of expense

adjustment. the amount of management cxpenses chargcd lo policies shall be determined in

accordance with such basis as the Commission rray specil-v.

(10) The amount of expense adjustment in each year in respect of each statutory

fund to which sub-section (8) applies shall be certified by the appointed actuary.

(l l) An insurer may, subject to sub-seclion (12), at any time make a transfer from
the B Account, the C Account or the D Account to the credit ofthe A Account.

(12) No appropriation, allocation or transfer under sub-section (2) or sub-section

(3) or under sub-section (7) or sub-section (l l) shall be made ifthat appropriation, allocation

or transfer rvould result in a debit balance in the ledger account from which thc appropriation,

allocation or transfer is made.

(13) The Commission may make regulations for the administration of any matter in
this section, not otherwise provided for.

23. Declaration of interim bonuses.- Notwithstanding an).thing to the contrary

contained in this Act, an insurer carrying on the business of life insurance shall be at tiberty

to declare an interim bonus or bonuses to policy holders whose policies mature for payment

by reason of death or otherwise during the period between two invcstigations conducted in

accordance with section 50, on the recommendation of the appointed actuary made in his
report on the last preceding valuation.

PART IV
OTHER SPECIAL REQUIREMENTS FOR LIFE, AND NON.LIFE INSURANCE

24. Appointed actuary.- (l) Ilvery lile insurer and every non-life insurer shall
appoint an actuary as its appointcd actuary.



(2) The Commission may on reasonable grounds disapprove such appointment

and rcquire the appointment olanothcr actuary.

(3) 'lhe Commission shall speci! the qualification, appointment, termination and

other matters connccted and incidental with an appointed actuary.

25. Responsibilities of appointed actuary for life insurance business.- (l) Thc
appointed actuarv shall be responsible to perform such duties as he may be assigned under

this Act.

(Z) Such duties shall include-

(a)

(b) providing rvrillcn advice as to the equitablc apportionment of revcnues

and expenscs bctrvcen funds and between policy holders within funds:

(c) certirying that the terms and conditions of a type of policy issucd by a

lile insurer are sound and workable;

(d) ccrtiE/ing premium rates at the time of introduction of a new product

and any change in thesc ratcs;

(c) certifling annually mortality, expenses and other charges under

investment contracts; and

(0 such other duties as may be specified

(3) The appointed actuary of an insurer, in the performance of his duties assigned

under this Act, must comply with such requirements as may be specified.

(4) 1'he appointed actuary ofan insurer shall be entitled at any time to address or
to make a rcport to the Board of Directors of the insurer, with respect to any matter which in

the opinion of the appointed actuary requires to be brought to the attention of the Board of
Directors.

(5) An appointed actuary shall not be dismissed from his office without the

permission of the Commission, which shall not unreasonably be withheld.

performing an annual investigation into the financial condition of a life
insurcr according to such scope, and reporting on such investigation

in such terms as. may be specified by the Commission;



(6) An appointed actuary who resigns his office shall inform the Commission of
the reasons for his resignation and of any matters connected thcrewith which hc believes

should be brought to the attention ofthe Commission.

(7) An appointed actuary who is dismissed {iom his olficc shall inform the

Cornm ission of any matters connected with his dismissal which he belicves should be

brought to the attention of the Commission.

(8) An appointed actuary who resigns or is dismissed shall not be liable to any

person for any statement properly made with due cause pursuant to sub-section (6) or sub-

section (7).

26. Responsibilities of appointed actuary for non-lifc insurancc business.- (l)
'l'he appointed_actuary of a non-life insurer shall be responsiblc to perform such duties as

ma1 bc lssigned under this Act.

(2) Such duties shall inter-alia, include

(u) providing written advice to the non-life insurer on valuation of its
unearned premium reserves, premium deficicncy reserve, incurred but

not reported claim reserve, incurred but not cnough reported claim

reserves or any other reserves that may be rcquired to be kept by a non-

life insurer;

(b) providing written advice to the non-lifc insurcr on adequacy olthc past

reserves held by the non-life insurer, for a period of not less than five
years, based on the actual experience in the subsequent ycars; and

(c) such other duties as may be specified.

(3) The Commission shall specily the duties to be assigned to the appointed

actuary lor nonJife insurance business for the purpose ol giving effect to the regulations

specified under section 39.

PART'V
REQUIRI,MENTS AS TO CAPITAI- AND STATUTORY DE,POSITS

27. Requiremcnts as to capital. - (l) An insurer licensed under this Act to carry
on insurance business shall have a paid-up capital of not less than the required minirnum
amount, as may be specified:

(4) The provisions ofsub-section (3) to (8) ofscction 25, shall mlttotis mutandis

apply in the case ofappointed actuary ofa non-life insurer.



Provided that in the case of micro insurer or a digital insurer Iicensed to undertakc

microinsurance or digital only insurance business, the Commission shall separately specify

the required minimum amount undcr sub-scction ( 1).

Provided further that in the case of reinsurer Iicensed to undertake reinsurance

business, the Commission shall separately speciff the required minimum paid-up capital

under sub-section (l), for the following categories, namely:-

(a) Iile reinsurance business;

(b) non-life reinsurance busincss; and

(c) compositereinsurancebusiness.

(2) An insurer, not having a share capital, shall not be required to comply with the

provisions ofthe preced ing sub-section.

28. Deposits.- (1) Every insurer shall, in respect ofthe insurance business carried

on by him in Pakistan, deposit and keep deposited with thc State Bank of Pakistan, in one of
the offices in Pakistan of thc State Bank of Pakistan for and on behalf of the concerned

insurer the requircd minimum amount specified in sub-section (2), cither in cash or in
approved securities estimated a1 the market valuc of the sccuritics on the day of deposit, or
partly in cash and partly in approved securities so estilnated.

(2) For the purposes of this section the required minimum amount shall be such

amount as may be specified:

Provided that till the time regulations are issued under sub-section (2), the minimum
statutory deposit shall be the same as was required under sub-scction (2) of section 28 of the

repealed Ordinancc.

(3) A deposit made in cash shall bc held by the State Bank of Pakistan to the

credit ofthe insurer and shall except to the extent, ifany, to which the cash has been invested

in securities, be returnable to the insurer in cash in any case in which, under the provisions of
this Act, a deposit is to be returned; and any profit or return (howsoever called or designated)

accruing due and collected on securities deposited under sub-section (1) shall be paid to the

insurer, subject only to deduction of the normal commission chargeable for the realisation of
profit or return (however called or designated).

(4) The insurer may at any time replacc any securities deposited by him under this

section with the State Bank of Pakistan either by cash or by other approved securities or
partly by cash and partly by other approved securities provided that such cash, or the value of
such other approved sccuritics estimated at thc market rates prevailing at the time of



replacement, or such cash together with such value, as the case may be, is not less than the

valuc of the securities replaced estimated at the market rates prevailing when they were

dcposited.

(5) In case ofsale or maturity ofany securities pledged with the Bank, if the cash

realised by the sale ofor on the maturing ofthe securities (excluding, in the former case, the

profit or retum (however called or described) accrucd) falls short of the market value of the

securities at the date on which they were deposited with the Bank, the insurer shall make

good the deficiency by a further deposit either in cash or in approved securities estimatcd at

the market value of the securities on the day on which they are depositcd, or partly in cash

and partly in approved securities so estimated, rvithin a period of two months from the date

on which the securities matured or were sold and, unless he does so. the insurer shall bc

deemed to have failed to comply with the requirements ofthis section as to deposits.

(6) If any part of a deposit made under this section is used in the discharge of an1,

liability of the insurer, the insurer shall deposit such additional sum in cash or approved

securities estimated at the market value of the securities on the day of deposit, or partly in
cash and partly in such securities, as will make up the amount so used.'I'he insurer shall be

deerned to have failed to comply with the requirements of sub-section (l), unless the

deficicncy is supplied within a period of two months from the date when the deposit or any

part thereof is so used lor discharge ofliabilities.

(1) Thc market value on the day ofdeposit of securities deposited in pursuance o1'

any of thc provisions of this Act with thc State Bank of Pakistan shall be determined by the

Statc Bank of Pakistan whose decision shall be final.

29. Reservation of deposits.- (l) Any deposit made under section 28 shall be

deemed to be part of the assets of the insurer but shall not be the subject of any encumbrance;

nor shall it be available for the discharge of any liability of the insurer other than liabitities
arising out of policies of insurance issued by the insurer, so long as any such liabilities
remain undischarged; nor shall it be liable to attachment in execution of any decree except a

decree obtained by a policy holder ofthe insurer in respect ofa debt due upon a policy which

debt the policy holder has failed to realise in any other way:

Provided that the Commission may specifu regulations to govern the matters provided

in sub-section (l).

(2) Where a deposit is made in respect of life insurance busincss the deposit rnade

in respect thereofshall be deemed to be a part ofthe assets o1 the shareholders' fund.

(3) In this section, the term "full value of the deposit" means the cash or the
market value ofother assets forming the deposit, as certified by the State Bank ofPakistan.



30. Refund ofdeposits.- (l) An insurer may at any time apply to the State Bank

o[ Pakistan-for conscnt to return ofsuch portion ofthe deposit as is in excess ofany amount

which the insurer is requircd undcr this Act to kcep dcpositcd.

(2) The Stato Bank of Pakistan shall forward the requcst of the insurer to the

Commission seeking its consent for return ofsuch portion ofthe deposit as is in excess ofany
amount which the insurer is required under this Act to keep deposited and such consent shall

not be unreasonably withheld.

PAR'I'VI
SOLVENCY REQUIRE}IENTS

31. Admissible Assets. - (l) The Commission shall, through regulations specifu

the assets which shall, for the purposes of this part, be considcred as admissible assets.

(2) The Commission shall, through regulations specifo thc assets which shall, lor
the purposes of this part, be considered as inadmissible assets:

Provided that in the regulations for the inadmissibility olassets. the Commission may

provide limits for inadmissibility ofcertain assets on such basis, as may be specified.

Provided further that, till the time regulations are issued by thc Commission under

sub-section (l) and (2), the admissible and inadmissible asscts shall bc determined in the

manner and to the extent provided under sub-scction (l) and (2) ofsection 32 of the repealed

Ordinance.

(3) The Commission may, in speci$zing matters refcrred to in sub-section (2),

make separate specification in respect of insurcrs carrying on life insurance business and

those carrying on non-life insurance business; and within thc category of lile insurance

business may make separate specification in respect of statutory funds which are required by

this Act to be established for the conduct ofa particular calegory of life insurance business.

(4) For the purposes ofsub-section (2), the limits of inadmissibility to be specified

shall extend mutalis mutandis in respect of investments made in shares (or equity securities

by whatever name called) of a body corporate incorporated in a jurisdiction other than

Pakistan.

(5) An insurer, for the purposes of this Part, may make an application, in writing,
to the Commission for seeking declaration of assets as admissible assets, in such form and

manner as may be specified.

(6) The Commission may declare certain assets, not to be admissible assets of an

insurer or of a life insurance statutory fund maintained by an insurcr, in such form and

manner as may be specified.



32. Assets and liabilities in Pakistan. - (1) For the purposes of this Part, an asset

is an asset in Pakistan if -

(a) it is imrnovable propcrt-v situated in Pakistan;

(b) it is movable property (other than money, debts or other actionable

claims) physically located in Pakistan and owned by and in the

possession of a person resident in l)akistan and no person (other than

the owncr thereol) has any better right to possession thereof whether

by virtue of an encumbrance or otherwise and is lawfully entitled to
take it out ofPakistan or remove it from Pakistan:

(c) it is moncy or a debt or an actionable claim denominated or payablc

only in rupees in Pakistan; or

(d) it is moncy or a debl or an actionable claim denominated or payable in

a currency other than rupees in respect of which any person has a

right to sue and recover the same by proceedings in Pakistan or it is
requircd by law to be reccived in Pakistan by or is payable to a person

resident in Pakistan.

(2) For the purposes of this Part, where a liability is undertaken by a person

under,-

(a) a contract of insurance made in Pakistan or in respect of which a

proposal was accepted or a policy issued in Pakistan, not being a

contract,-

(i) that relates only to a liability contingent upon an event that can

happen only outside Pakistan, not being a liability that the

person has undertaken to satisf in Pakistan; or

(iD where the person carries on insurance business both in and

outside Pakistan, that relates only to a liability that the person

has undertaken to satisS/ outside Pakistan; or

(b) a contract of insurance made outside Pakistan or in respect of which a

proposal was accepted or a policy issued outside Pakistan where any
part of the negotiations or arrangements leading to the making of the

contract, to the acceptance ofthe proposal or to the issue ofthe policy
took place or were made in Pakistan. being a contract,-



(i) that relates to a liability contingent upon an event that can

happen only in Pakistan; or

(ii) where the pcrson carries on insurancc business both in and

outsidc Pakistan, that relates to a liability that the person has

undertaken to satisfy in Pakistan,

that liability is a liability in Pakistan

33. Valuation of assets and liabilities. - For thc purposcs ol this Part, the assets

and liabilities ofan insurer shall be valued in such manner as may be spccified:

Providcd that, till the time regulations ars issued by the Commission under this

section, thc valuation of assets and liabilities shall be made in the manner and to the cxtent
provided under section 34 ofthe repealed Ordinance.

34. Net admissible assets of life insurers.- (l) A lilc insurer, having share

capital, shall at all times maintain in its shareholders' fund, or for a life insurer, not having

share capital, in respect of its permanent capital fund, a surplus of admissiblc asscts in

Pakislan over liabilities in Pakistan of not less than the minimum amount as mav be

spccified:

Providcd that in the case of micro insurer, a reinsurer or a digital insurer liccnscd to

undertake life microinsurance, life reinsurance or life digital only insurance busincss, the

Commission shall separately specif, the required minimum amount under sub-section ( l).

(3) A life insurer shall, in each statutory fund maintained by it, maintain at all
times, in each currency in which the policy liabilities ofthat statutory fund are denominated,

a surplus of admissible assets denominated in such currency ovcr liabilities including
policyholder liabilities denominated in such currency and a solvency margin to be determined

in accordance with such provisions in this respect as the Commission shall specify.

(4) Where a life insurer has issued policies the benefits under which are payable

in a currency other than Pakistan Rupees, securities denominated in that currency and issued

and guaranteed as to principal and profit or return (however called or designated) by the

Government of the country in whose currency such benefits are expressed, shall be deemed

for the purposes of this section to be admissible assets of a statutory fund to which such

policies are referable.

(2) A life insurer shall, in each statutory fund maintained by it for the conduct of
business, maintain at all times a surplus of admissible assets in Pakistan over liabilities in

Pakistan, other than policyholder liabilities, equal to or grcater than the amount of
policyholder liabilities and a solvency margin calculated in accordance rvith such principles

as may be specified by the Commission.



(5) The Commission may specify a percentage or percentages ofthe assets ofthe
shareholders' fund of a life insurer, and of a statutory fund of a life insurer, other than a

statutory fund which contains only investment-linked policies, which shall be invested in
Government securities, or in a combination of Covernment securities and other approved

securities.

(6) The aggregate of percentages specified under sub-section (5) shall not cxceed

forty per cent or such percentage as may be spccified:

Provided that the provision of sub-section (5) and (6) shall not be applicable on a life
reinsurer licensed to undertakc life reinsurance business.

(8) Notwithstanding the powers o[ the Comm ission to issue a direction under

section 65, where a Iile insurer fails to maintain the solvency requirement under this section,

the Commission may direct the life insurcr to submit a financial plan and a plan of action to
the Commission, to correct the deficiency within a period not exceeding six months.

(9) A life insurer who has submitted a plan, as required under sub-section (8), the

Commission may propose modifications to the plan. if the Commission considers the same to
be inadequate, the Commission may give such directions, as may be deemed necessary,

including direction to cease entcring into new contracts of insurance under section 65.

(10) A life insurer who does not comply with the provisions ofsub-section (8) shall

be deemed to have made default in complying rvith the requirements of this section.

(l l) The Commission shall have the power to specifu a percentage or a range of
percentages for investment exposure ofthe shareholders' fund ofa life insurer or the statutory
funds of a life insurer, in different asset classes, which shall also be specihed:

Provided that the power of the Commission to specifu a percentage or a range of
percentages for investment exposure in different asset classes shall be exercised after giving
due consideration to the nature and term ofthe liabilities ofthe life insurer.

35. Insurers of non-life insurance business to have assets in excess of
minimum solvency requirement.- (l) An insurer licensed under this Act to carry on non-life
insurance shall at all times have admissible assets in excess of its liabilities of an amount
greater than or equal to the minimum solvency requirement to be calculated based on such
principles and as per such methods as may bc specified:

(7) Where a licensed reinsurer, is allowed to undertake composite reinsurance

business, the provisions of this section shall apply mutatis mutandis in respect of its life
reinsurance business.



Provided that in the case ofa micro insurer, a reinsurer or a digital insurer licensed to

undertake non-life microinsurance, non-life reinsurance or non-life digital-only insurancc

business, or wherc a reinsurer is licensed to undertake both life and non-life reinsurance

busincss, as the case may be, the principles and methods for calculation of minimurn
solvency rcquirement shall be separately specified.

Provided further that, till the time regulations are issued by the Commission under

sub-section ( l ), the minimum solvency requirements shall be deemed 1o be such as were

required under sub-scction (3) ofsection 36 ofthe repealed Ordinance.

(2) The Commission may direct an insurer not to deal with any specified asset for
any specified period of time in order to ensure compliance by the insurer with the provisions

ofthis Paft.

(3) Whcrc a licensed non-life reinsurer, is allowed to undertake composite
reinsurance business, the provisions of this section shall apply mutatis mutandis in respect of'
its non- lil'e reinsurance busincss.

(4) Without prejudice to the powers of the Commission to issue a direction under

section 65, where a non-lile insurer lails to maintain the solvency requirement under this
section, the Commission may direct thc non-lile insurer to submit a financial plan and a plan

of action to the Commission, to correct the deficiency v/ithin a period not excecding six

months.

(5) A non-life insurer who has submitted a plan, as required under sub-section (4),

the Commission may propose modifications to the plan, if the Commission considers thc

same to bc inadequate, the Commission may give such directions, as may bc deemcd

necessary, including direction to cease entering into new contracts of insurance undcr section

65.

(6) A non-life insurer who does not comply with the provisions ofsub-section (4)

shall be deemcd to have made default in complying with the requirements of this section.

(7) Thc Commission shall have the power to specifl a percentage or a range of
percentages for investment exposure ofthe non-life insurer, in different asset classes, which
shall also be specified:

Providcd that the power of the Commission to specifi a percentage or a range of
percentages for investment exposure in different asset classes shall be exercised altcr giving

due consideration to the nature and terrn ofthe liabilities ofthe non-life insurer.

36. Prohibition of loan.- (l) No insurer shall grant to, or to any membcr of the

family of chief executive, appointed actuary, or auditor ofthe insurer any Ioan or temporary

advance, whether secured by an encumbrance of property or otherwise except a loan, secured



by a life policy issued by the insurer, of not more than eightl' per ccnt., or such other

percentage as may be specified, ofthe surrender value ofthat policy.

(2) Except with the prior approval of the tsoard ol Directors at a regularly

convcncd meeting by the vote of not less than two-thirds of the total number of directors, no

insurer shall grant any loan or temporary advance to any firm or company in which any

director, manager, actuary, auditor or olficer of the insurer, or any member of the family of
such director, manager, actuary, auditor or officer has any intercst as proprietor, partner,

dircctor, manager or managing agent:

Provided that no such approval shall be required if the loan is sccured by a life policy

issued by the insurer and is an amount not exceeding eighty per cent., or such othcr
pcrcentage as mav be specified, ofthe surrender valuc ofthat policy.

(3) The director concerned shall not vote at, or otherwise participate in the

procecdings of the mceting of the Board considering the grant of any such loan or advance as

is refcrred to in sub-section (2).

(4) Wherc any event occurs giving rise to circumslanccs thc cxistence of which at

the timc of the grant of any subsisting loan or temporary advance would havc rrade such

grant a contravention of sub-section (1) or sub-section (2), such loan shall, notwithstanding

any contract to the contrary, be repaid within three months from the occurrence of such event

and in case of default, the dhector, manager, actuary, auditor or officer concerned shall,

without prejudice to any other penalty to which he may be liable, ccase to hold oflice with the

insurer granting the loan or advance on the expiry olthe said three months.

(5) Nothing in sub-section (l) or sub-section (2) shall apply to loans or advances

granted by an insurer to a financial institution or to a subsidiary company (being an insurer)

or to any insurer to which the insurer granting the loan or advance is a subsidiary company.

(6) Nothing in sub-section (l) shall apply to any stipcnd paid to any insurance

agent while he is undergoing a course oftraining approved by the Federal Government.

(7) The provisions of section 182 olthe Companies Act,2017 (XIX of2017),
shall apply mutatis mutandis in respect of loan granted 10 the director of an insurer or its
holding company or any of its relatives or in relation to giving a guarantee or providing

security in connection with a loan made by anv person to such a director, or to any of his

relatives:

Provided that the provision ofsection 182 ofthe Companies Act,2017 (XIX of2017),
shall not apply to a loan granted by an insurer bcing a company. if the loan is one granted on
the security of a policy on which the insurer bears risk and the policy was issued on his own
life, and the loan is of an amount not more than eighty per cent., or such other percentage as

may be specified, of the surrender valuc of the policy.



(8) Iixcept as otherwise provided in this section, an insurer may make a loan or
temporary advance to an employee or agent of that insurer in accordance with the polioios

formulated by the insurer duly approved by its board ofdirectors, in this regard.

(9) No loan or tcmporary advance granted under this section by a life insurer to an

employee or an agent of thc insurcr. other than a loan granted on thc security of a policy
issued to the ernployee or agent on his own lile and on which the insurer bears risk, shall be

made olher than lrom the sharcholders' lund ofthe insurer.

37. Liability of directors, etc. for loss due to contraventions of sections 34, 35

or 36.- If by reason ofa contravention ofany ofthe provisions of sections 34, 35 or 36, any

loss is sustained by the insurer or by the policy holders, every director, manager or officer of
the insurer who is knowingly a party to such contravention shall, without prejudice to any

other penalty to which he may be liable undcr this Act, bejointly and severally liable to make

good the amount of such loss.

38. Assets of insurer how to be kept.- None of the assets in Pakistan of any

insurer shall, except in the casc of deposits made with the State Bank of Pakistan under

section 28, or in the case of assets. other than deposits, with a scheduled bank acting as a

custodian, be kept otherwise than in thc corporate name and under the direct control of the

insurer and, in the case ofassets ofa statutory fund ofa life insurer, in the name ofthe life
insurer:

Provided that in the casc of the assets of a statutory fund of a life insurer, the insurer

shall in its books and record clearly designate th€ assets of a statutory fund in the name of
that statutory fund.

39. l'ower of the Commission to introduce risk based capital and solvency

rcquirements.- (l) l'he Commission may, specify risk based capital and solvency

requirements, in such form and manner as may be necessary for the conduct of insurance

business-

(2) The risk based capital and solvency requirements specified by the Commission

shall apply to-

(a) all licenscd insurers;

(b) a division of insurance business, or direct insurance business, or
reinsurance business, or takaful business, or a specified class or

classes of insurance business; or

(c) one or more specified licensed insurers



(l) The risk based capital and solvency rcquirements specified by the Commission

may,-

(a) havc general or specific application; or

(b) provide fbr different treahnent in special circumstanccs.

(4) For the purposes of sub-section (l), the Commission may make regulations

with respect to-

(a) the minimum amount of capital that an insurer must hold and m:rintain

and the methods for determining or oalculating the amount (whether by

rcference to a specified formula, frarnework, or amount. a combination

of specified formulae, frameworks, or amounts, or othcrwise) of the

minimum capital to be maintained;

(b) the methods for detennining or calculating (whether by reference to a
specified lormula, framework, or amount, a combination of spccified

formula, frameworks, or amounts, or otherwise) a solvency margin for
thc purposes of a condition of license;

(c) the methods for determining whether, and the extent to which, a

solvency margin is being maintainedl

(d) the requirements relating to reports about thc financial condition ofan
insurer and other reports relating to the solvency of the insurer

(including requirements relating to the information that shall be

contained in the reports, who shall prepare the reports, how often the

reports shall be prepared, other matters concerning thc preparation of
reports, to whom the reports shall be provided, and vvhen the reports

shall be provided);

(.) for the purposes of sub-clause (a) to (d) the risk based capital and

solvency requirements shall provide 1'or-

(i) the methods for estimating or valuing the assets or liabilities (or

both) ofan insurer;

the assets of an insurer that must be disregarded (in whole or in
part) for the purposes of estimating or valuing the assets of an

insurer;

(ii)



(iiD whether, and the extent Io which, the value of an insurer's

assets excecds the value of its Iiabilities (including contingent

liabilities);

(iv) whether an insurcr is able to pay its liabilities as they become

due in the normal course of busincss; and

(v) any other matters relating to the financial condition or solvency

ofan insurer;

(r) The requirements relating to thc disclosure of information as to the

financial condition or solvcncy ofan insurer and the form and manner

ofsuch disclosure shall be disclosed to one or more ofthe following,-

(i) the Commission;

(iD the insurer's policyholders or any class ofthose policyholders;

(iiD the public or any class ofthe public or any other person notified
by the Commission;

PART VII
REINSURANCE AIIRANGEMENTS

40. Spccial definitions and conditions applicablc to this Part.- (l) ln this Part-

(a) "Company" means a licensed reinsurer or reinsurers, incorporated in

Pakistan, duly notified by the l"cderal Government as eligible for
compulsory cession under section 42; and

(b) "net retention" means the part ol the sum insured in respect of any one

risk which is retaincd by an insurer to his own account.

(2) This Part, other than section 41, shall cease to have elfcct with regard to a

Company to which a direction is given by the Commission to cease entering into new

contracts of insurance from thc effective date givcn in such direction.

(3) A provision of this Part, other than section 41, shall not have effect with
respect to an insurer il and to the extent that complying with that provision would cause that

insurer to contravene a provision ofsection 10 or section 41.

(4) For the purposes of this Part, other than section 41 and this section, the

Company is not an insurer.



41. Requirement to effect and maintain reinsurance arrangements.- (l) An
insurer or takaf'ul operator shall at all times maintain such reinsurance or retakalul

arrangements, as the case may be, as are in the opinion of the directors (or such other person

or body responsible for conducting the management and business of the insurer or takaful

opcrator), fbrmed on reasonable grounds, having regard to the exposures of the insurer or
takaful operator in respect of individual contracts accepted and in respect of aggregate losses

arising out of individual events, adequate to ensure continuing compliance by the insurer or
takaful operator with the provisions ofthis Act relating to solvency.

(.2) Every insurer and takaful operator shall submit to the Commission, in the

manner specified by the Commission and not less than onc month prior to the coming into

effect, or as soon as practicable therealter, of any treaty reinsurance or retakaful arrangement

entered into by the insurer or takaful operator as cedant, such features of that reinsurance or
retakahrl arrangement as may be specified by the Commission.

(3) Wherc any reinsurance or retakafirl treaty the particulars of which have been

submittcd to the Comrnission under sub-section (2) is altered or any new treaty reinsurance or
retakaful arrangcment is made after the submission of the information under sub-section (2),

the insurer or takahrl operator concerned shall submit to the Commission, in the manner

specified b1'the Comnrission, particulars ofsuch alteration in the treaty or such ncw treat),

reinsurance or rctakalul arrangement within one month of such alteration or arrangement and

shall submit such furthcr information or clarificalion as the Commission may require.

(4) The Commission may, a1 any tirne and after giving the insurer or takaful
operator an opportunity of bcing heard. for reasons to be recorded in writing, direct the

insurer or takaful operator to make such modifications in its reinsurance or retakaful

arrangements, as the case may be, as the Commission may require.

(5) The Commission may make regulations, not inconsistent with sub-section (l).
governing the reinsurance or retakaful outside Pakistan, other than on a treaty basis, o1'

insurance or takaful business underwritten by an insurer or takaful operator, as the case may

be, in Pakistan.

Explanation.- For the purposes ofthis section, "reinsurance" and "retakaful" includes
"retrocession".

42. Compulsory ccssion.- (l) The Fcderal Governmenl may, by notification in
the official Gazette, direct that every insurer shall offer to reinsure with the Company such

proportion as is determined on such basis as may be specified in such notification of its direct
non-life insurance business which is in excess of the aggregate of-

(a) the insurer's net rctention;



(b) thc sum insured otherwise reinsured with the Company or with any

other insurer in Pakistan but excluding any part reinsured outside
Pakistan.

(2) 'l'he reinsurance set out in sub-section (l) shall for the purposes of this Act

constitute a treaty contract of reinsurance between the insurer and the Company, operating on

a risks attaching basis.

(3) Whoever contravenes the foregoing provisions of this scction shall be

punishable with a fine which may extend to one hundred thousand rupees and with a further

fine which may extend to ten thousand rupees for cvery day after the day on which the

contravention continues.

(4) The Federal Government may, by notification in the olficial Gazette and on

reasonable grounds, exempt any insurer and the Company from the preceding requirements

ofthis section so far as concerns any part ofany class or sub-class ofbusiness.

43. Premiums and statements.- (1) Every insurer having reinsurance with the

Company shall pay the amount payable on account of reinsurance with the Company as

requircd under sub-section ( I ) of section 42, rvithin such period as may be prescribed and in

default of such payment shall be liable to pay the Company lor the pcriod during rvhich the

delault continues a penalty calculated on the amount of the delaulted prerrium at thc base

rate prevailing on the date on which the default first occurred.

(2) Every insurer shall submit to the Company in such manner and forrn and

within such period as may be prescribed, a statement relating to his business reinsured with

the Company under sub-section (1) ofsection 42.

(3) Whoever contravenes sub-section (l) or sub-section (2) shall be punishable

with a fine which may extend to ten thousand rupees and with a lurther fine which may

extend to one thousand rupees for every day after the day on which the contravention

continues.

(4) The Company may call for or examine or cause to be examined such relevant

accounts, books, documents, memoranda or other records of an insurer as it may reasonably

require for the purpose of verif,ing the correctness of the claims, declarations, returns,

statements or other information submitted to it by that insurcr.

(5) An insurer shall, when called upon to do so under sub-scction (4), produce and

make freely accessible to the Company or to its representative duly authorised in this behalf

such accounts, books, documents, memoranda or other records as arc in his possession or

control, and shall otherwise facilitate the examination thereof.



(6) Whoever willully obstructs thc Cornpany or any person authorised by it in the

exercise of its or his power or performance of fi.rnctions under sub-section (4), or fails without
reasonable cause to comply with a request madc thereunder, or wht.r, being an insurer, fails

otherwise to comply with a duty imposcd on that insurcr under sub-section (5), shall, in
respect of each occasion on which any such obstruction or failure takes place, be punishable

with fine which may extcnd to fifty thousand rupees.

44. Rules for the administration of compulsory surplus reinsurances. - (l) The

Federal Government may make such rules and issue such notifications as are neccssary for
the administration of section 42 and section 43.

(2) Rules, regulations and notifications, madc under the authority ofthe Pakistan

Insurance Corporation Act, 1952 lor the purposes ofsection 26 ofthat Act and in force as at

the commencement date, shall be dcemed to have been rnade under the provisions of the

preceding sub-section and shall apply nlutalis nutandis except in so far as and to the extent

that they conflict rvith the provisions o[this Act.

PART VIII
ACCOT]NTS AND AUDIT

45. Books and records.- (l) Every insurer, in respect of all insurance business

transacted by him, and in the case ofan insurer incorporatcd in ajurisdiction outside Pakistan

in respect of the insurance business transacted by the insurer in Pakistan, shall maintain
proper books and records.

(2) Books. accounts and rccords in respect oI insurance business transacted in
Pakistan shall be maintained in Pakistan and in either the I:nglish or in any other language as

may be specified.

(3)

limitation-
For the purposes of this Act, proper books and records shall include u'ithout

(a) a register or record of policies, in which shall be entered, in respect of
every policy issued by the insurer, the name and address ofthe policy
holder, the date when the policy was effected and a record of any

transfer, assignment or nomination of which the insurer has notice;

(b) a r€gister or record of claims, in which shall be entered every claim
n.rade together with the date of the claim, the name and address of the
claimant and the date on which the claim was discharged, or, in the
case of a claim which is rejected, the date of rejection and the grounds

therefor; and

(c) such other books and records as may be specilied.



(4) For the purposes ofthis Act, the expression "books" includes -

(a) a registcr;

(b) accounts or accounting records, however compiled, recorded or stored;

(c) a documcnt; and

(d) any othcr record of information

(5) A book that is requircd by this Act or the Companies Act, 2017 (XIX of 201 7)

to be kept or prepared by an insurer may be kept or prepared-

(a) by making entries in a bound or looseJeafbook;

(b) by recording or storing the matters concerncd by means of a

mechanical, electronic or other device; or

(c) in any othcr manner approved by the Commission:

Provided that the matters recorded or stored are capable, at any time, of being

reproduccd in a written form or a reproduction of those matters is kept in a written form
approved by the Commission.

(6) An insurer shall take all reasonable precautions, including such precautions, if
any, as ma),be specificd, for guarding against damage to, destruction ofor falsification ofor
in, and for discovery of falsification of or in, any book or part of a book required to be kept or
prcpared by an insurer.

46, Accounting and reporting. - (l) Every insurer shall at the expiration ofeach
year preparc and deliver to the Commission with reference to that year such financial

statements and regulatory retums audited by an approved auditor, as per the illustrative
formats of financial statements and regulatory returns notified by the Commission and

prepared in accordance with such regulations as may be specified from time to time in this
bchalf.

(2) Evcry insurer shall furnish, to the Commission, within thirty days of the close

of first and third quarter and within sixty days of the close of second quarter of its year of
account, statements rcquired under sub-section (1) prepared in such manner as specified

under sub-section (l) and in such form as notified under sub-section (1):

Providcd thal the Commission shall have to the power to specify different subrnission

timelines in respect of regulatory returns ofthe insurers.



Provided further that till the time regulations or notification, as the case may be, is

issued by the Commission under sub-scction (l) and (2). the financial statements and

regulatorl'returns shall be prepared in thc manner as provided under sub-section (l) and (2)

ofsection 46 ofthe rcpealed Ordinance.

(3) In the case of an insurer licensed to conduct life insurance business, the

regulatory returns shall be furnished separately in respect of each statutory fund maintained

by the life insurer and the shareholders' fund.

(4) The statements notified under this section shall be prepared in respect of all

insurance business transacted by an insurer except in the case ofan insurer incorporated in a

jurisdiction outside Pakistan for which thc statement shall be prepared in respect of the

insurance business transacted by the insurer in Pakistan.

(5) In thc case of a life insurer having in fbrcc policies which are investment

linked or any other type of insurance, the statcments relerred to in sub-section (2) shall be

accompanied by such other statements as rnay bc spccified.

(6) The statements specified under sub-sections (l) and (2) shall, in thc case ofan
insurer, be approved by the board of the insurer and signed on behalfofthe board by the

chief executive officer and at Ieast one director of thc insurer and also by chief financial

officer, or in the case of an insurer incorporated in a jurisdiction outside Pakistan, by its
principal officer in Pakistan and any two directors (or the closest comparable officer
equivalent thereto):

Provided that when the chiefexecutive is for the time being not available in Pakistan,

then the statements may be signed by at least two directors.

(7) The Commission shall have thc power to speciry embedded value framework

for life insurance companies for the purpose of determination of their financial performance

and appraisal value, which includes but is not limited to, the determination of present value of
future profits and adjusted net asset value.

47. Compliance with companies laws relating to accounts, rcports, etc.- (l)
Every insurer being a company shall deliver to thc Commission in such manner as may be

specified such additional copies as may be spccified of all accounts, documents, reports and

returns filed under the Companies Act. 2017 (XIX of 2017) at the same time as they are

required to be filed thereunder.

(2) An insurer incorporated in a jurisdiction outside Pakistan licensed as an

insurer shall comply rvith all applicable requirenrents of Part XII of the Companies Act, 2017
(XlX of20l7) and shall provide to the Commission in such manner as may bc specified such
additional copies as may be specified of all accounts, documents, rcports and returns filed



thcreunder at the same time as they are required to file under the Companies Act, 2017 (XIX
of 2017).

(3) ln addition to the rcquirements of the foregoing sub-section, an insurer which

is an insurcr incorporated in a jurisdiction outside Pakistan, shall also provide to the

Commission, not later than thirty days from such date on which such insurer is requircd to
provide such information to any governmcntal or independent regulatory authority in

accordance with the larvs of the jurisdiction of its incorporation or other applicable law in the

country in which it has its corporate seat or principal place of business, a copy of the annual

accounts prepared under the laws of thc placc ol its incorporation and a copy of any public

document which shows or purports to show the annual profit or statc of affairs ofthe insurer

in respect of its business in Pakistan.

(4) Any matcrials requircd to be provided under the provisions of sub-sections (2)

and (3), il not in either thc English or thc Urdu language, shall be accompanied by certified

copies (in such nurnber as may be rcquircd undcr the Companies Act,2017 (XIX of20l7) or

as may otherrvise be spccified by the Commission) olan English translation thereof.

48. Audit.- (l) Flverv insurcr shall appoint an auditor who shall be-

(a) approved by the Commission as qualified to perlorm audits of
insurance companies; and

(b) authorised under the Companies Act, 2017 (XIX of 201 7) to perfbrm

audits of public companies.

(2) 'l-hc auditor shall in respect of the statements required to be provided pursuant

to sub-section (l) ofsection 46 cxprcss an opinion as to whcthcr-

(a) the statements accurately reflect the books and records ofthe company;

(b) the company has maintained proper books and records;

(c) the statements present fairly the state of affairs ofthe company as at the

balance date and the result of the company for the financial year ended

on that date;

(d) in the case of a lile insurer, the apportionment required to be performed

under seclion l7 has been performed in accordance with the advice of
the appointed actuary; and

(") the statemcnts havc been prcpared in accordance with this Act.



(3) The opinion required to be expressed by an auditor under sub-scction (2) shall

be expressed in writing and a copy of the opinion shall be aftached by the insurer to the

statements to which it relates, when those statements are delivered to the Contmission.

(4) The auditor shall in the audit of all such accounts and statcments have the

powers of, exercise the functions vested in, and dischargc the duties and be subject to the

liabilities and penalties imposed on, auditors ofcompanies by sections 248,249,251 and 253

ofthe Companies Act,2017 (XIX of20l7).

49. Special audit. - (1) The Commission may at its discrction appoint an auditor,

other than the statutory auditor of the insurer, to perform an investigation of such accounts

and statements, books and records of the insurer as the Cornmission may direct.

(Z) An auditor appointed under this section shall have a right ofacccss to all such

books of account, registers, vouchers, correspondence and other documents of the insurer,

and shall be entitled to require fiom the directors and officcrs of this insurer such infonnation
and explanation, as may be necessary for the performance of his functions and duties under

this section.

(3) Every report prepared by an auditor or auditors appointcd under this section

shall be submined to the Commission.

(4) An auditor appointed under this section shall be paid by thc insurer such lecs

as may be specified.

(5) The fee payable by an insurer under sub-section (4) shall be paid to the auditor
within such time as may be specified by the Commission.

50. Actuarial report.- (1) Every insurer carrying on life insurance business shall,
in respect of the life insurance business transacted by it, as at the end of each year cause an

investigation to be made by the appointed actuary into the financial condition of the lile
insurance business carried on by it, including a valuation of its policyholder liabilities in
respect thereto and shall cause the report ofthe appointed actuary to be made in accordance

with such oonditions as may be specified by the Commission.

(2) The provisions of sub-section (l) regarding the making ofa report shall apply
whenever at any other time an investigation into the financial condition ofthe insurer is made
with a view to the distribution of profits or an investigation is made of which the results are

made public.

(3) There shall be appended to every such report as is referred to in sub-section
(l) or sub-section (2) a certificate signed by the chief exccutive of the insurcr that full and
accuratc particulars ofevery policy under which there is a liability either actual or contingent
have been furnished to the appointed actuary for the purpose ofthe investigation.



(4) 'fhe financial condition rcport prepared under sub-section (1) shall include a
statement, prepared in conformity with such conditions as may be specified in this behal[, of
the life insurance in force at the date to which the accounts of the insurer are made up for the
purposes of such report.

(5) The financial condition report prepared under sub-section (l) shall include a
statement ofpolicyholder liabilities calculated in thc manner and on the basis specified by thc

Commission in this behalf.

Explancttion.- In this section, the expression "policyholder liabilities" means, for each

statutory fund of the insurer, the amount of policyholder liabilities referred to in sub-section

(2) ofsection 34 separately for different statutory funds.

(6) Where for any statutory fund the amount which, in the opinion of the

appointed actuary, represents a realistic valuation of policyholdcr liabilities existing at

balance date, including prudent but reasonable provision for adverse development in those

liabilities after balance date, is greater than thc actuarial reserve for policyholder liabilities
determined in the specified manner for that statutory fund, the financial condition report

prepared under sub-section (l) shall includc a statement ofthat amount.

(7) The Commission may require an insurcr, or insurers generally, to cause an

actuarial valuation to be conductcd in such manner as may be specificd in respect of such

class or sub-class of non-life insurance busincss as may bc specificd, and to provide the

Commission with a copy of the actuary's report on that investigation.

51. Submission of returns.- (l) Thc auditcd statements spccified under sub-

section (l) of section 46 and the statement spccilied undcr sub-section (5) ol section and the

report and statement referred to in section 50. including any report referred to in sub-scction

(7) of section 50, shall be furnished as returns to thc Commission in such manner as may be

specified by the Commission, but in any case including at least one printed copy, within four

months from the end ofthe period to which they refer:

Provided that the Commission may on application by an insurer extend the time

allowed by this sub-section for the furnishing of such returns by a further period not

exceeding one month.

(2) In the case of the statements referred to in sub-section (2) of section 46, the

Commission may on submission of an application by an insurer, extend the timeframe of
submission in the aforementioned section by a period ofnot more than one month:

Provided that the Commission may, upon an application by an insurer, extend the

period of filing in case of accounts of first quarter for a pcriod not exceeding thirfy days, if
the company was allowed extension in terms ofsub-section (l).



(3) One printcd copy of the returns shall be signed in accordance with the

requirements as provided in sub-section (6) of section 46 and in the case of the report and

statement referred to in scction 50 by thc actuary who carried out the investigation

52. Exemption from certain provisions of the Companies Act,2017.- The

Commission may notii/ the statelnents and illustrative formats of the statements required to

be filed b1'an insurer under section 223 and section 233 of the Companies Act, 2017 (XIX of
20 I 7) and filing made in such form shall satisfy the requirements of those sections:

Provided that till the time notification is issued by the Commission for the purposes of
this section, the statemcnts shall be prepared in the manner as provided under section 52 of
the repealed Ordinancc.

53. Furnishing reports.- Every insurer shall furnish to the Commission a

cerlified copy of evcry report on the affairs ofthe insurer which is submitted to the mcmbers

or policy holders ol the insurer immediately after its submission to the members or policy
holdcrs, as the case may bc.

54. Abstract of proceedings of general meetings.- Every insurer, bcing a

company or body corporate incorporated under any law for the time being in force in

Pakistan, shall furnish to the Commission a certified copy of the minutes ofthe proceedings

of cvery general meeting as entered in the Minutes Book of the insurer within thirty days

from the holding ofthe meeting to which it relates.

55. Custody and inspection of documents and supply of copies.- (l) 'fhe

Commission may spcci$ that any of the retums submitted to it under this Act shall be

available ibr inspection and procurement of copies on payment of such fee in such manner

and conditions as may be specified:

Provided that till the time regulations are issued by the Commission under sub-section
(l), the returns provided under section 55 of the repealed Ordinance shall be available for
inspection and procurement of copics.

(3) A printed or certified copy ofthe returns specified in sub-section (l) shall, on
the application of any shareholder or policy holder made at any time within ten years from
the date on which the document was so furnished be supplied, to him by the insurer within
lourteen days of such application.

(.2) A certified copy ofthe returns specified through sub-section (l) shall be kept
by the Commission and shall be open to inspection; and any person may procure a copy of
any such return, or ofany part thereoq on payment ofsuch fee as may be specified.



56. Power of Commission regarding returns. - If it appcars to the Commission

that any return furnished to it under the provisions of this Act is inaccuratc or delective in any

material particular, it may:

(") require from the insurcr such further information, certified if the

Commission so directs by an auditor or actuary, as the Commission

may consider necessary to correct or supplcment such rcturn;

(b) call upon the insurer to submit for its cxam ination at thc principal place

of business of the insurer in Pakistan any book of account, register or

other document or to supply any statement vvhich the Commission

may specifo in a notice served on the insurcr for the purpose;

(c) examine any officer ofthe insurer on oath in relation to the return; or

(d) decline to accept any such return unless the inaccuracy has been

corrected or the deficiency has been supplied bcfore the expiry ol one

month from the date on which the requisition asking lor correction of
the inaccuracy or supply ofthe deficiency was dclivcred to thc insurcr

and if the Commission dcclines to acccpt any such rcturn, the insurer

shall be deemed to have failed to comply with the provisions of
section 46 or section 5 I relating to the lurnishing ol rcturns.

57. Power of Commission to ordcr actuarial rcport .- (l) If it appears to the

Commission that a report prepared under section 50 does nol properly indicate the condition

of the affairs of the insurer, the Commission may after giving notice to thc insurer and giving

him an opportunity to be heard, cause an investigation to be made into the financial condition

ofthe insurer as at such date as the Commission may specily, at the expcnsc ofthe insurer, by

an actuary appointed by the insurer for this purpose and approved by the Commission and the

insurer shall place at the disposal of the actuary so appointcd and approvcd all the material

required by the actuary for the purposes ofthe investigation within such pcriod, not being less

than three months, as the Commission may speciry.

(2) Subject to sub-section (3), the provisions ofsub-sections (l), (4), (5) and (6) of
section 50 and ofsub-section (l) ofsection 5l shall apply in relation to an investigation under

this section:

Provided that the report and statement prcpared as the result of such investigation

shall be furnished by such date as the Commission may specify.

(3) Where the report first referred to in sub-section (l) was prepared pursuant to

sub-section (7) of section 50, sub-section (2) shall not apply, and the provisions of sub-

section (7) of section 50 shall apply in relation to an investigation under this section:



Provided that the report prepared as the result of such investigation shall be furnished

by such date and in such rnanner as the Commission may specif,.

58. Evidence of documents. - (l) Every retum furnished to the Commission,

which has been certified by the Commission to be a return so furnished, shall be deerned to

be a return so furnishcd.

PART IX
INSPECTION, INVESTIGATION, DIRI,CTIVES, ETC.

59. Power of the Commission to undertake insp€ction of insurance
companies.- (l) -l hc Comrnission may undertake inspection of an insurer, with such

frequency as the commission may deem appropriate, to ensure that the insurer is complying
with or has complied with any provision of this Act or any administered legislation where

applicable or any terms and conditions of licensc or registration.

(2) Thc Commission may appoint any one or more of its employees or any other
person so authorized to cxercise the powers ol the Commission to inspect any record or

documents of thc insurcr.

(3) The inspecting officer or team of inspecting officers, appointed under sub-

section (2). shall have all the powers as providcd in section 28A ofthe SECP Act and shall

proceed accordingly and any violation of this section shall be punishable under sub-section

(5) ofsection 28A of SECP Act.

(4) All officers and agents of the company, including lawyers, auditors and

actuaries shall supply all information, documents and assistance that may be required by the

Commission in the course of the inspection.

(5) The inspecting officer or team, as the case may be, shall, in addition to the

powers available under SECP Act also have all the powers provided under section 255 ofthe
Companies Act,2017 (XIX of2017).

60. Power of Commission to order investigation.- (1) If the Commission
believes on reasonable grounds that an insurer is or is likely to become unable to meet its
liabilities or that there has been or is likely to be a contravention ofthe provisions ofthis Act
or the rules or the regulations made thereunder by the insurer, or it is deemed necessary as a
result ofthe inspection conducted under section 59, it uray investigate the affairs ofan insurer

(2) Every document, purpofting to bc certified by the Commission to be a copy of
a return so furnished, shall be deemed to be a copy ofthat return and shall bc received in

evidence as if it were the original return, unless some variation between it and the original

return is proved.



and wherever necessary, employ any profcssional including an auditor or an actuary for

assisting it in any such investigation.

(2) An investigation under sub-section (l) shall be commenced and carried out in
accordance with the provisions ofPart VIII ofthe SECP Act:

Provided that for the purposes of this section, the words "the Court referred to in Part

I[ of this Act" contained in sub-section (1) of section 34 of the SECP Act shall be read as

though thcy rvcrc omitted and replaced with the words "the Tribunal".

(3) When an investigation is made under this section, the Commission may, after

giving an opportunity to the insurer to make a representation in writing or be heard in person,

by order in writing require the insurer to take such action in respect of any matter arising out

of the investigation as it may consider on reasonable grounds to be necessary to secure

compliancc with thc provisions of this Act.

61. Powcr of thc Commission to give dircctions to the insurer.- (l) 'l-hc

Commission may, if it believes on reasonable grounds that an insurer licensed under this Act
has lailcd, or is about to fail, to comply with the conditions of license set out in section 10,

issuc to thc insurer such directions, not otherwise provided for in this Act, as it bclievcs on

reasonable grounds to be necessary to protect the inter€sts ofthe policy holders ofthc insurer.

(2) The Commission may, on representation made in this behalf, or on its own

molion, modify, or cancel any direction issued under sub-section (l) and may, in so

modilying or cancelling a direction, impose such conditions as it may deem on reasonable

grounds to be appropriate under the circumstances.

(3) Every insurer shall comply with any direction issued under sub-section (l) or

such direction as modified under sub-section (2) subject to such further conditions, if any, as

may be imposed.

62. Power of Commission to call for information and access.- ( I ) The

Commission may by notice in writing direct any insurer, its chief executive officer or its
directors and officers, or insurance intermediaries, its chief executive officer or directors and

officers, appointed actuary, or auditors to supply the Commission, within such period as the

notice may specify, with any information relating to its insurance business or busincss of the

insurance intcrmediary which the Commission may reasonably require.

(2) T'he Commission may direct that any information supplied under sub-section

(l) shall be-certified by the chiefexecutive ofthe insurer, by an independent auditor or in the

case ofa lifc insurer by the insurer's appointed actuary.



(3) The Commission may by notice in writing direct the chief executive of the

insurer to discuss with the Commission any matter pertaining to the business or management

ofthe insurer.

(5) Any person who does not provide information as required by the Commission

or conceals a patt of the information, rvithin the specified time commits an offence and is

liable to be punished under section I 73.

63. Power of the Commission to examine or call explanation.- (l) Where on

scrutiny ofany document filed by an insurcr or an insuran.-e interrrediary on any inforrtation
received by the Commission under this Act or in relation to any notice, advertisement, other

cornmunication, or otherwise, the Commission is of the opinion that any information,

explanation or document is necessary with respect to any matter, the Commission may, by a

written notice, call upon thc insurer or the insurance intermediary and any of its present or
past directors, officers, auditors or actuary (in case of insurers) to furnish such informatioir or
explanation in writing, or such document, within such days as provided for in the notice:

Provided that a director, officer, auditor or actuary (in case of an insurer) who ceased

to hold office more than six years before the date of the notice of the Commission, shall not

be compelled to furnish information or explanation or document undcr this sub-section.

(Z) It shall be an offense for an insurer or an insurance intermediary to default in
furnishing the information stated in the notice.

64. Power of Commission to rcquire plan.- (1) The Commission may direct an

insurer to prepare, present to its directors and to the Commission, and to repoft to its directors

and to the Commission on the implementation of, a plan for action to rectify or to prevent an

actual or apprehended contravention by the insurer of the conditions of license set out in
section 10.

(2) The Commission may in making a direction under sub-section (1) direct that

such a plan or report on the implementation thereof contain such information and be

accompanied by such opinions or certificates as the Commission shall specily.

65. Power of Commission to issuc direction to cease entering into new
contracts of insurancc.- (l) The Commission may issue a direction to cease entering into
new contracts of insurance, either wholly or in respect of a particular class or classes of
insurance business, if it believes on reasonable grounds that an insurer licensed under this Act
has failed, or is about to fail, to comply with the conditions of license set out in section 101.

(4) The Commission may by notice in r.vriting require the insurer to allow any

officers of the Commission nominated for the purpose to observe, for such period as the

Commission may specifu, the manner in which the affairs of the insurer or of any of its
offices or branches are being conducted.



Provided that a direction shall not be issued under this sub-section without giving thc

insurer an opportunity to be heard.

(2)

insurancc if:
The Commission shall issue a direction to cease entering into new contracts of

(a) a pctition is presented for the winding up of the insurer and has not

been withdrawn or vacated within a period of sixty days;

(b) the whole of the business of an insurer has been transferred to any

person;

(c)

(d) thc insurer has failed to comply with a directive issued under this Act
conccrning a contravention of this Act or the rules made thcreunder.

within the time specified in this Act or, if not so specified, within the

timc specified in the directive or three months, whichever is longcr.

and the directive had stated that the failure to comply would lead to a

direction to cease entering into new contracts of insurance:

Providcd that a direction shall not be issued under clausc (d)

without giving tho insurcr an opportunity to be heard.

(3) A direction to cease entering into new contracts of insurance shall have effect

one month ftom the date of the direction unless a later date is specified in the direction.

(4) A direction to cease entering into new contracts of insurance shall be

accompanied by a statement ofthe reasons for the direction.

(5) A dircction to cease entering into new contracts of insurance shall only be

revoked ilthe reasons for the direction as given in the statement required to be given by the

preceding sub-scction shall have ccased to exist.

(6) An insurer shall not be in contravention of a direction to cease entering into

new contracts of insurance by reason only that the insurer continues to carry out its

obligations under contracts of insurancc entered into before the direction came into effect.

66. Power to require calling of meeting of directors etc.- If the Commission is

satisfied that such action is necessary for the purposes of procuring action by an insurancc

company, or of satisling itself that appropriate action is being taken or after an investigation

the Tribunal has made an order that a direction be given to that insurcr

to cease cntering into new contracts of insurance; or



under section 56, the Commission may by order in writing and on such terms and conditions

as may be specified therein:

(a) require an insurance company to call a meeting of its dircctors Jbr the

purpose of considering any matter relating to, or arising out of the

affairs ofthe insurcr;

(b) require the insurer to allow any olficer of the Commission deputised

for the purpose to attend, and to speak at, any meeting of the Board of
Directors of the insurer or of any committee or other body conslituted

by the insurer and to lurnish such officer with a copy of the

procced ings ofsuch meeting: or

(c) require the insurer to send in writing to lhe Commission all notices of,
and other communication relating to, any meeting of the Board of
Directors ofthe insurer, or ofany committee or othcr body constituted

by the insurer.

67, Power to remove Chairman, Director, etc. of the insurcr.- (l) If, after the

completion of a special audit under section 49 or investigation under scction 60, or otherwise
on reasonable grounds, the Commission has reason to believe that a person holding the olfice
of Chief Executive, Chairman, director, manager or principal of'ficer, by whatever name

callcd (including the principal officer in Pakistan of an insurer incorporated in a jurisdiction

outside Pakistan), of an insurer has contravened the provisions of any law (including, in the

case of a company any such person having become disqualified undcr the provisions of
section 153 ofthe Companies Ac|,2017 and that the contravention is ofsuch a nature that the

association of such person with the insurer or insurance broker is or is likely to be detrimental

to the interest ofthe insurer or ofthe policy holders, or is otherwise undesirable, such person

not being a fit and proper person the Commission may make an order that such person shall

cease to hold the office with the insurer with effect from such date as may be specified in the

order, and thereupon that office shall, with effect from the said date, become vacant provided

that for public section insurance company or corporation i.e. National lnsurance Company

Ltd., Pakistan Re-insurance Company Ltd., and State Life Insurance Corporation ofPakistan
the Commission may make a recommendation only to the Federal Government for the

purpose.

(2) An order under sub-section (1) in respect ofany person may also provide that
he shall not, without the previous permission in writing of the Commission in any way,

directly, or indirectly, be concerned with, or take part in the management ofthe insurer or any
other insurer for such period not exceeding five years as may be specified in the order.

(3) No order under sub-section (l) shall be made in respect ofany person without
giving him an oppofiunity of being heard unless the Commission is of the opinion that any



delay in making thc order would be detrimental Lo the interest of the insurer or of the policy

holders.

(4) Thc foregoing provisions of this sestion shall apply to insurance brokers as

they apply to insurers and to such other insurance intermediaries as the Commission may

speci$ by notification in the Gazette.

68. Power to require promoters to divest shareholding. - (l) Notwithstanding
an),thing contained in the provisions ofany other law for the time being in force, where the

Commission determines that a promoter of an insurer subsequently fails to meet the specified
fit and proper criteria or where the Commission believes on reasonable grounds that the

association ofsuch promoter with the insurer, is or is likely to be detrimental to the interest of
the insurer or its policyholders, the Commission may, by an order in writing, require such
person to reduce, divest or transfer its shareholding to another person, within such reasonable

period and in such manner as may be specificd in the order.

(2) No order under this section shall be made unless the promoter concerned has

been given reasonable opportunit_v of making a representation to the Commission against the
proposed order.

(3) Where the Commission is of opinion that any delay in passing of the order

shall be detrimental to the interest of thc insurer or its policyholders, the Commission may, at

the time of giving the opportunity of representation or at any time thereafter, pending the

consideration of the representation, if any, may make an appropriate interim order, and

conduct the proceedings in a reasonably expeditious manncr.

(4) fhe interim order relerred in sub-section (3) rnay include prohibition of-

(a) transfer of, or the carrying out of the agreement or arrangement to

transfer such shares;

(b) the exercise ofvoting rights in respect ofsuch shares;

(c) tho payment ofcash or stock dividends in respect ofsuch shares; and

(d) the issue of lurther shares to the concerned promoter

(5) Where direction given under the preceding sub-section is not complied with,
the Commission may dispose of such shares either through stock exchange or public auction

and the proceeds of such shares, after deduction of any expenses incurred by the

Commission, shall be paid to the respective promoter within a period of three months and

where necessary. thc Commission may rcquire-

(a) issuance ofduplicate shares in place of the original shares; and



(b) the Central Depository Company to make appropriate changes in its
records-

(6) Any pcrson aggrieved by the decision ofthe Commission may prefer appeal to

the Appcllate Bench ofthe Commission under section 33 ofSECP Act but pending decision

of thc proccedings, the promoter shall not derive any benefit including dividends. right
sharcs. voting rights etc. from his shareholding without express permission of thc Appcllate
B ench.

69. Power to specify maximum levels ol acquisition costs and maximum leve ls

of management expenscs. - (l) l'he Commission may make regulations limiting the total

amount of acquisition costs which may be incurred by an insurer in a year or a certain class or
type of insurers based on the financial strength and solvency position of insurers or such

othcr critcria as may be specified.

(2) Thc Commission may make regulations limiting the total amount of
managemcnt expenses which may be incurred by an insurer or a certain class or type ol
insurcrs in a year.

(3) I{egulations made under sub-section (l) or sub-section (2) shall apply to all

insurers 10 rvhom this Act applies subject to such criteria as may be specificd:

Providcd that the regulations may differentiate between different categories of
insurance bLrsincss for the purposes of determining limits.

(4) For the purposes of this section,-

(a) "acquisition costs" means such costs as may be specified, incurred in
acquiring insurance policies and in maintaining such policies. and

includes without limitation all forms of remuneration paid to insurance

agents and brokers; and

(b) "management expenses" means all expenses incurred by an insurcr, not

being reinsurance expenses or claims expenses or expenses directly
referable to claims or expenses incuned towards technology-enabled

innovation in insurance services (policyholder oriented) that could
rcsult in new business modcls, applications, processes or products or
such other expenses as may be specified by the Commission and

includes without limitation acquisition costs as defined in this sub-

section.

PARI'X



AMAL(;AMATION AND -I'RANSFER OF INSUI{ANCE I]T]SINE,SS

70. Approval of disposal or transfer.- (l) Any proposed transaction for the

disposal ofa shareholding of more than ten percent (10%), or such other percentage as may

be specified, in an insurance company, or ofthe whole or any part exceeding tcn percent, or
such other percentage as may be specified, (measured by cither the premium income or the

sum of the liabilities for unearned premium, outstanding claims, incurred but not reported

claim reserves and the premium deficiency reserve proposcd to be acquired) of the business

located in Pakistan of an insurer (whether in one or a numbcr of relatcd transactions and

whether at the same or different times) shall not proceed unless, on application by the

transferor, approval is given by the Commission.

Explanation.- A number of transactions shall be dcemcd to be related if there being
more than one transferor, those transferors are acting together or in concert or if, in all the

lacts and circumstances of the case, there is such a relationship between the transferors or
such common purpose between them so that it would bc reasonable to conclude that the

transactions are related.

(2) The application required to be filed under sub-section (l) shall be-submitted

along with all the relevant documents and information, ought to be provided to the

Commission to enable it to make an informed decision and may also be made in such form
and shall be accompanied by such documents as may bc specified.

(3) Thc Commission may, within 15 days from thc recoipt of the application,

require the applicant to submit such further documents and information as may be required

for it to make an informed decision about the transaction in the interests of policy holders and

shareholders and the applicant shall provide the same within a period of seven days or such

later period as lhe applicant may in writing request.

(4) If after sixty days of the receipt of the application or the receipt of any

additional material under sub-section (3), approval has not been granted or a notice given to

the applicant dcclining approval, the Commission shall be deerned to have given its approval.

(5) Approval given or deemed to be given by the Commission under this section

shall not preclude the necessity of obtaining any such approval or consent required to be

obtained from the Commission under the provisions ofany other applicable law.

(6) Any approval under this section may be granted subject to such conditions as

the Commission may determine, including but not limited to restricting the applicant's.-

(a) disposal or further acquisition of shares or voting power in the insurer

concerned; or

(b) excrcisc ofvoting porvcr in the insurcr.



(7) Thc Cornmission may at any time add to, vary or revoke any condition
imposcd undcr sub-sect ion (6).

Explanation.- A nurnbcr of transactions shall be deemed to be related if there being

more than onc acquirer, those acquirers arc acting togcther or in concert or if. in all the facts

and circumstances of the case. there is such a relationship between the acquirers or such

common purpose between them so that it would be reasonablc to conclude that the

transactions are related.

(2) 'fhe application required to be filcd undcr sub-section (1) shall be submitted

along with all the relevant documcnts and information, ought to be provided to the

Commission to enable it to make an informed dccision and may also be made in such form

and be accompanied by such documcnts as may be specified.

(3) The Commission may, within fifteen days from the receipt of the application,

require the applicant to submit such lurlher documents and information as may be required

for it to make an informed decision about thc transaction in the interests ofpolicy holders and

shareholders and the applicant shall provide thc same within a period of seven days or such

later period as the applicant may in writing request.

(4) lf alier sixty days of the receipt of the application or the receipt of any

additional material under sub-section (3), approval has not been granted or a notice given to
the applicant declining approval, the Commission shall be deemed to have given its approval.

(5) Approval given or deemed to be given by the Commission under this section

shall not preclude the necessity of obtaining any such approval or consent required to be

obtained from the Commission under the provisions ofany other applicable law.

(6) Any approval under this section may be granted subject to such conditions as

the Commission may determine, including but not limited to restricting the applicant's.-

disposal or further acquisition of shares or voting power in the insurer
concemed; or

(u)

71. Approval for acquisition.-_( I ) Any proposed transaction for the acquisition

of a shareholding of more than ten perccnt (10%), or such other percentage as may be

specified, in an insurance company, or of the rvhole or any part exceeding ten percent, or
such other percentagc as may be specified, (measured by either the premium income or the

sum of the liabilities fbr uncarned premium, outstanding claims, incurred but not reported

claim reserves and the prcmiurn deficiency reserve proposed to be acquired) of the business

Iocated in Pakistan of an insurer (whcther in one or a number of related transactions and

whether at the same or differcnt tirnes) shall not proceed unless, on application by thc

acquirer, approval is givcn by the Commission.



(b) exercise ofvoting power in the insurer

(7) The Commission may at any time add to, vary or revoke any condition

impose d under sub-section (6).

72. Amalgamation and transfer of life insurancc business.- ( I ) No life
insurance business of an insurer shall be transferred to any person or transferred to or
amalgamated with the lile insurance business ofany other insurer except in accordancc rvith a
scheme prepared under this section and sanctioned by the Court having jurisdiction over one

or other ofthe parties concerned.

(2) Any scheme prepared under this section shall sct out the agreement under

which the transler or amalgamation is proposed to be effected. and shall contain such lurthcr
provisions as may be necessary for giving effect to the scheme.

(3) Before an application is made to the Court to sanction any such schemc. notice

of the intention to make the application together with a statemcnt of' thc nature of the

amalgamation or transfer, as the case may be, and of the reason therefore shall, at least sixty

days bcfore the application is made, be sent to the Commission, and certificd copies, lour in
number, of each of the following documents shall be furnishcd to the Commission, and other

such copies shall, during the sixty days aforesaid be kept open for the inspection of thc

members and policy holders at the principal and branch offices and chief agencies of the

insurers concerned, namely:-

(a) a draft of the instrument under which it is proposed to eflbct the

amalgamation or transfer;

(b) statements of assets and liabilities in respect of the insurancc business

of each of the insurers concerned in such amalgamation or lransler,
prepared in thc form specified by the Commission and in accordance

with regulations issued by the Commission from time to time in
respect ofthe completion ofthat form;

(") an actuarial report on the financial condition of the life insurance

business of each ofthe insurers so concerned, prepared in accordance

with the regulations issucd by the Commission from time to time in

respect ofthe completion ofthat report;

(d) a report on the proposed amalgamation or transfer, prepared by an

independent actuary who has never been professionally connected

with any of the parties concerned in the amalgamation or transfer at

any time in the five years preceding the date on which he signs his

report;



(c) any othcl reports on which thc schcme of amalgamation or transfer

was foundcd.

(4) The statements ofassets and liabilities and rcports referred to in clauses (b) (c)

and (d) of sub-section (3) shall all be preparcd as at the date to which the amalgamation or
transfer. if sanctioned by the Court, is to take efftct. which date shall not be more than twelve

months belore the date on which the application to thc Coud refbrred to in that sub-section is

made.

73. Sanction of amalgamation and transfer by Court.- When any application

such as is referred to in sub-scction (3) of section 72 is made to the Court, the Court shall

cause, if for special reasons it so directs. noticc of the application to be sent to every person

resident in Pakistan or in a non-Acceding State who is the holder of a life policy of any

insurer concerned and shall cause a statement of the nature and terms of the amalgamation or
transfer, as the casc may be. to be published in such manner and for such period as it may

direct, and, a{ier hearing the directors and such policy holders as apply to be heard any and

other persons whom it considers entitled to be heard, may sanction the arrangement, if it is
satisfied that no sufficient objection to the arrangement has been established and shall make

such consequential orders as arc necessary to give effect to the arrangement, including orders

as to the disposal ofany deposit made under section 28:

Provided that:-

(a) no part of any deposit made under section 28 by any party to the

amalgamation or transl-er shall be retumed except where, after sanction is
given to the arrangement. the whole ofthe deposit to be made by the insurer

carrying on the amalgamation business or the person to whom the business is

transferred is complcted;

(b) only so much shall be returned as is no longer required to complete the deposit

last mentioned in clause (a); and

(c) while the dcposit last mentioned in clause (a) remains uncompleted, no

accession, resulting from the arrangement, to the amount already deposited

by the insurer carrying on thc amalgamated business or the person to whom

the business is transferred shall be appropriated as payment or part payment

ofany instalment ofdeposit subsequently due from him under section 28.

74, Statcments required after amalgamation and transfer.- Where an

amalgamation takes place between any two or more insurers, or where any business of an

insurer is transferrcd, whether in accordance with a scheme confirmed by the Court or
otherwise, the insurer carrying on th€ amalgamated business or the person to whom the



business is transfbrred, as the case may be, shall, within three months from the date of the

completion of thc amalgamation or transfer, furnish in duplicate to the Commission:-

(u) a certilled copy of thc scheme, agreement or deed under which the

amalgamation or transfer has been effected;

(b) a declaration signed by every party concemed or in the case of a

company by the chairman and by the chief executive officer that to the

best of their belief every payment made or to be made to any person

whatsoever on account of the amalgamation or transfer is therein fully
set forth and that no other payments beyond those set forth have been

made or are to be made either in money, policies, bonds, valuable

securitics or other property by or with the knowledge of any party to

the amalgamation or transfer; and

(c) where the amalgamation or transfer has not been made in accordance

with a scheme sanctioned by the Court under section 73,-

(i) statements of assets and Iiabilities in respect of the insurance

business of each of the insurers concerned in such

amalgamation or transfer, prepared in the form

notified by the Commission and in accordance with

regulations issued by the Commission from time to time in

respect ofthc completion ofthat lorm; and

PART XI
ASSI(;NMIi,NT OR TRANSFER OF POLICIES AND NOMINATION

75. Assignment and transfcr of life insurance policies.- (1) A transler or

assignment ofa policy of life insurance, whether with or without consideration, may be made

only by an ondorsement upon the policy itself or by a separate instrument, signed in either

case, by the transferor or by the assignor or his duly authorised agent and duly attested,

specifically setting forth the fact oftransfer or assignment.

(2) The transfcr or assignment shall be complete and effectual upon the execution

of such endorsement or instrument duly attested but, except where the transfer or assignment

is in lavour of the insurer, shall not be operative as against an insurer and shall not confer

upon the transferee or assignee, or his legal representative, any right to use for the amount of
such policy or the moneys secured thereby until a notice in writing of the transfer or

assignment and either the said endorsement or instrument itself or a copy thereof certified to

(ii) certified copies of any other reports on which the schemc of
amalgamation or transfer was founded.



be correct by both transferor and transferee or their duly authorised agents have been

delivered to the insurer:

Provided that where the insurer maintains one or morc places or business in Pakistan

such noticc shall be delivered only at the place in Pakistan mentioned in the policy for thc

purpose or at his principal place of business in Pakistan.

(3) The date on which the notice rclerred to in sub-section (2) is delivered to thc

insurer shall regulate the priority of all claims under a transfer or assignment as between

persons intcrested in the policy and whcre there is more than one instrument of transler or
assignmenl the priority of the claims under such instruments shall be governed by the order

in which the notices referred to in sub-section (2) are delivered.

(4) Upon the receipt of the notice relerred to in sub-section (2), the insurer shall

record the fact of such transfer or assignment togcther with the date thercof and the name of
the transferee or the assignee and shall, on the request of the person by whom the notice rvas

given, or of the transferee or assignee, grant a wrilten acknowledgment ofthe receipt o1'such

notice, and any such acknowledgment shall be conclusive evidence against the insurer that he

has duly received the notice to which such acknowledgment relates.

(5) Subject to the terms and conditions of the transfer or assignment, the insurer

shall, from the date of the receipt of the notice ref-errcd to in sub-seclion (2) recognise the

transferee or assignee named in the notice as the only person entitlcd to benefit under the

policy, and such person shall be subject to all liabilitics and equities to which the transferor

or assignor was subject at the date of the transfer or assignmenl and may institute any

proceedings in relation to the policy without obtaining the consent of the transferor or
assignor or rnaking him a party to such proceedings.

(6) Notwithstanding an).thing contained in any other law fbr the time being in
force or custom having the force of law to the contrary, an assignmcnt in favour of a person

made with the condition that it shall be inopcrative or that the intercst shall pass to some

other person on the happening of a specified evcnt during the lifetime of the person whose

life is insured, and an assignment in favour of the survivor or survivors of a number of
persons shall be valid.

(7) No transfcree or assignee of a life insurance policy issued by a mutual

insurance company shall become a member of that companv by rcason only of such transfer
or assignment.

76. Nomination by policy holder. - (l) The holder ofa policy of life insurance on
his own life or otherwise shall, when effecting the policy or at any time before the policy
matures for payment, nominate the person or persons to whom the money secured by the
policy shall be paid in thc event of his death:



Provided that where any nominee is a minor, it shall be lawful for the policy holder to

appoint in the specified manner any pcrson to receivc the moncy secured by the policy in thc

even! of his death during thc minority ofthe nominee.

(2) Any such nomination in order to be efl'ectual shall, unloss it is incorporatcd in

the text of the policy itsclf, be made by an endorsement on the policy communicated to the

insurer and registcred by him in the record relating to the policy and any such nomination

may, at any timc before the policy matures for payment, be cancelled or changed by an

ondorsement or a further endorsement or a will, as the casc may be, but unless notice in
writing of any such cancellation or change has been delivered to the insurer the insurer shall

not be liable fbr any payment under the policy made bona fide by him to a nominee

mentioned in the text ofthe policy or registered in rccords ofthe insurer.

(3) The insurer shall furnish to the policy holder a written acknowledgment of
having registercd a nomination or a cancellation or change thcreof.

(4) A transfer or assignment of a policy made in accordance with section 75 shall

automatically cancel a nomination:

Provided that the assignment of a policy to the insurer who bears the risk on the

policy at the time of the assignment in consideration ol a loan granted by that insurer on the

security ofthe policy within its surrcnder value, or its re-assignment on repayment ofthe loan

shall not cancel a nominalion, but shall affbct the right ofthe nominee only to the extent of
the insurer's interest in the policy.

Provided furthcr that the assignment of a policy to a party other than the insurer who

bears the risk on the policy at the time of the assignment, in consideration of a loan granted

by that person on thc sccurity of thc policy within its surrender value shall not cancel a

nomination but shall suspend it, to the extent of the interest of that person in the policy, until

such time as the policy is re-assigncd on repaymcnt ofthe loan.

(5) Where the policy matures for payment during the lifetime ofthe person whose

life is insured or where thc nominee or, if there are more nominees than one, all the nominees

die before the policy matures for payment, the amount secured by the policy shall be payable

to the policy holder or his heirs or legal representatives or the holder of a succession

certificate, as the case may be.

(6) Where the nominee or, if there are more nominees than one, a nominee or

nominees, survive the person whose lile is insured the amount secured by the policy shall be

payablc to such survivor or survivors.

(7) The provisions of this section shail not apply to any policy of life insurance to

which section 6 of the Married Women's Property Act, 1874 (Ill of 1874), applies or has at

any time applied:



Provided that where a nomination made bcfore the commenccment of this Act, in

favour ol the wifc ofthe person who has insured his Iife or of his rvilc and children or any of
thcm, is expressed, whether or not on the face olthe policy, as being made under this section,

the said section 6 shall be deemed not to apply or not have applied to the policy.

77. Nomination under group life policies. - (l) A person whose life is insured

undcr a contract of group life insurance may at any time nominate the person or persons to

whom the money secured by the policy shall be paid in the event olhis death:

Provided that where any nominee is a minor, it shall be larvful for the pcrson whosc

lile is insured to appoint in the specified manner any person to receive the money securcd by

the policy in the event of his death during the minority ofthe nominee.

(2) A nomination made under sub-section (1) shall be made in such manncr as

may be specified.

PART XII
MARKET CONDUCT

78. Application ofthis Part only to direct insurance business. - Thc provisions

of this Part shall apply only to direct insurance business.

79. Duty of utmost good faith. - (1) A contract of insurance is a contract based

on the utmost good laith and there shall be implied in such a contract a provision rcquiring
each party to it to act towards the other party, in respect of any matter arising under or in
rclation to it. with the utmost good faith.

(2) If reliance by a party to a contract of insurance on a provision of the contract

would be to fail to act with the utmost good faith, the party may not rely on the provision.

(3) ln deciding whether reliance by an insurer on a provision of the contract of
insurance would be to failto act with the utmost good faith, the Tribunal shall havc regard to

any notification of the provision that was given to the policy holder, whether or no1 the

insurer was required by this Act to give such notification.

(4) The effect of this section is not limited or restricted in any way by any other

law, including the subsequent provisions ofthis Part, but this section does not have the effect
of imposing on an policy holder, in relation to the disclosure of a matter to the insurer, a duty
other than the duty ofdisclosure

80, Insurer not to engage in misleading or deceptivc conduct. - (1) An insurer
shall not, in the course of its business as an insurer, engage in conduct that is misleading or
deccptive or is likely to mislead or deceive.



(2) l'he inclusion in an insurance policy of unusual tenns tending to limit the

liability of the insurer, without the express acknowledgement of the policy holder, shall

constitute misleading or deceptive conduct.

(3) Nothing contained in sub-section (2) shall be taken as limiting by implication
the generality of sub-section

(4) Where a policy holder has relied upon any representations by an insurcr or by

an agent of an insurer which are incorrect in any material particular, inasmuch as it has thc

effect of misleading or deceiving the policy holder in entering into a policy, the policy holder

shall be entitled to obtain compensation from the insurer for any loss suffered.

(5) Notwithstanding the provisions of thc foregoing sub-section, the Commission
shall also have the power to levy a fine on thc insurer which shall be equal to the lesser of
twice the loss determined to be suffered by the policy holder under the foregoing subsection

and ten million rupees.

(2) An insurer or an insurancc intcrmediary shall-

(a) when drafting policy documentation, make reasonable efforts to use

plain language;

(b) clearly mention the rights and obligations of the policyholder in the

policy document; and

(c) when drafting proposal forms and claim forms, make reasonable efforts

to ensure that it identifies in those documents the usual information the

insurer ordinarily requires to be disclosed; and that those documents

are in plain languagc and provide instructions where necessary on how

the questions should be answercd; and comply with the law.

(3) Failure to comply with forcgoing sub-sections shall be an absolute bar and

shall preclude an insurer lrom refusing payment of a claim on grounds of non-compliance or
non-disclosure by the policy holder, where it may reasonably be determined that the

noncompliance or nondisclosure resulted from inadequatc undcrstanding by the policy holder

ofthe language ofthe policy, proposal or claim form as a result ofsuch failure and where an

insurer refuses the claim, the refusal intimation should clearly mention the reasons for such

refusal.

8I. Construction of ambiguities in favour ofpolicy holder. - (l) Any ambiguity
in a conlract of insurance shall not be capable ol'being construed in a manner rvhich is

contrary to the interests ofthe policy holder.



82. Power to specify manner of presentation of policy benefits, - The

Commission may speci$, the form and manner ofpresentation of prospective benefits ofthe
life insurance investment produats incl[ding but not limited to the benchmarks or indices

with which, the illustration of benefits, cash values or surrender values may be required to be

linked.

83. Mechanism to ensure policyholder's understanding of policy terms.- (l)
The insurcrs shall lormulate a mechanisrn to ensure that the policyholders have adequatc

knorvledgc and understanding about the appropriateness of product they have purchased.

(2) The Commission may specifo the requirements related to establishment of
such mechanism, specific timelines, categories or lypes ofproducts for which this rnechanism

is required 1o be used, and such other additional requirements as it may deem fit.

84. Exclusion of provisions of Act void; an offence.- Where any provision in a

contract of insurance has the cffect of modif,ing or excluding, to the prejudice of any person

other than the insurer, any applicable provision of this Act, rules or regulations made

thereunder. any such provision shall be void and the insurer shall be liable to punishment for
an offence under this Act.

85. Remcdies for non-disclosure or misrepresentation.- (l) This section shall

apply whcre thc person who became the policy holder under a contract of insurance upon the

contract being entered into or the policy being reinstated:

(a) lailed to comply with the duty of disclosure; or

(b) made a misrepresentation to the insurer before the contract was entered

into.

(2) The insurer may not avoid a contract ofinsurance by reason only ofthe failure
to comply with the duty ofdisclosure or the misrepresentation if:

(a) the insurer would have entered into the contract, for the same prernium

and on the same terms and conditions, even if the insured had not

failed to comply with the duty of disclosure or had not made the

misrepresentation before the contract was entered into; or

(b) the failure to comply with thc duty of disclosure or the

misrcpresentation was not fraudulent:

Provided that in circumstances to which clause (b) refers,

the insurer shall be entitled to be placed, in such manner. not
otherwise inconsistent with this sub-section, as may be-specified, in



a position in which thc insurcr would have been if the failurc had

not occurred or the m isrepresentation had not bcen made.

(3) Subject to sub-section (2), if the failure was fraudulent or the

misrepresentation was made fraudulently, the insurer may avoid thc contract.

(4) Nothing in this section shall affecl any right ofan insurer to rccovcr damages

from any person in respect of loss suffered by the insurer as a rcsult of a lraudulent act by
that person, or any criminal liability to which any person may bc subjcct by reason of a

lraudulent act by that person.

86. Policy not to be called in question on ground of mis-statement aftcr two
years.- Notwithstanding anything in section 85, no policy of lilc insurance shall, after the

cxpiry of two years from the date on which it was effected or reinstated, be called in question

by an insurer on the ground that a statement made in the proposal fbr insurance or in any

report of a medical officer, or referee, or friend of the policy holdcr, or in any other document
leading to the issue of the policy, was inaccurate or false, unless thc insurer shows that such

statement was on a material matter or suppressed facts which it was matcrial to disclosc and

that it was fraudulently made by the policy holder and that the policy holder krew at the timc
of making it that the statement was false or that it suppressed lacts which it was malcrial to
disclose:

Provided that nothing in this section shall prevent the insurer lrom calling lbr proofof
age at any time if he is entitled to do so, and no policy shall bc dcemed to be callcd in
question merely because the benefits payable under the policy are adjusted on subsequent

proofthat the age ofthe life insured was incorrectly stated in the proposal.

87, Tribunal may disregard avoidance in certain circumstances.- (l) ln any

proceedings by the policy holder in respcct of a contract of insurance that has been avoided

on the ground of fraudulent failure to comply with the duty of disclosure or fraudulent

misrepresentation, the Tribunal may, if it would be harsh and unfair not to do so, but subject

to this section, disregard the avoidance and, if it does so, shall allow the policy holder to
recover the whole, or such part as the Tribunal thinks just and equitable in the circumslances,

ofthe amount that would have been payable ifthe contract had not been avoided.

(2) The power conferred by sub-section (1) may bc exercised only wherc the

Tribunal is of the opinion that, in respect of the loss that is the subject of the proceodings

belore thc Tribunal, the insurer has not been prejudiced by the failure or m isreprescntation or,

ifthe insurer has been so prejudiced, the prejudice is minimal or insignificant.

shall have regard to the need to deter fraudulent conduct in relation to

insurance; and

(u)

(3) In exercising the power conferred by sub-section ( I ), thc 'l-ribunal-



(b) shall weigh the extent ol thc culpability of the policy holder in the

fraudulent conduct against the magnitude of the loss that would be

suflered by thc policy holder if the avoidance were not disregardcd,

but may also have regarcl to any other relevant matter.

(4) The power conferrcd by sub-section (1) applies only in relation to the loss that

is the subject of the proceedings before the Tribunal, and any disregard by the Tribunal of the

avoidance does not otherrvisc operate to reinstate the contract.

88. Cancellation of an insurance policy for fraudulent claim.- (l)
Notwithstanding anlthing to the contrary in this Act, a policy of insurance may be cancelled

in accordance with this section by reason that a person having or purporting to have rights

under the policy has madc a claim under the policy rvhich is fraudulent.

(Z) The insurer shall give writen notice to the policy holder or the beneficiary of
the policy or any person having or purporting to have rights under the policy, that the policy

is liable to be cancelled due to lodgment of lraudulcnt claim.

(3) 'fhe insurer shall after seeking comments of the person having or purporting to

have rights under the policy and after giving opportunity of representation cancel the policy

by written notice to the policy holder:

Provided that any person aggrievcd by the cancellation of the policy may lodge the

case for cancellation of the policy with the lnsurance Tribunal for seeking remedy including
but not limited to revival ofthc policy.

(4) Wherc a policy is cancelled under this section, the Tribunal may on the

application of a person having an interest under the policl' award to any person such amount

as is just and equitable under the circumstances.

(5) The insurer may recover from the policyholder or beneficiary any sums paid

by the insurer in respect of the fraudulent claim and the direct incremental costs in respect of
claim settlement and investigation.

(6) Nothing in this section allows a life insurer to forfeit the accumulated cash

value or surrender value and other benefits payable to the policyholder or beneficiary in
accordancc with the terms of the life insurance policy, which are in excess of the amount to
be recovered from the policyholder under sub-section (5).

89. Power of the Commission to specify regulations_for market conduct.- (l)
The Commission may make regulations, not inconsistent lvith this Part, to govern thg conduct
of insurcrs, policy holders and intermediaries in the insurance market in Pakistan.



(2) A provision ofa regulation made under this section which applies to a contract

of insurance to which it is relevant and which is entered into after the commencement date of
that regulation shall be dccmed to constitute a condition ofthat contract.

(3) Without prejudice to the generality ol sub-section (l), the Commission rnay

make regulations with respect to -
(a) the standards to be maintained by an insurer and insurance

intermediary in the conduct of business under this Act, including the

standards in relation to thc obligation to disclose information to

policy holders;

(b) the qualifications, experiencc and training of an insurancs intermediary

and, where the insurance intermediary is a company or a body

corporate, of its directors, chicf cxecutive, officers and cmployees:

(c) the procedure for the conduct of disciplinary control of insurance

intermediaries and, where the insurance intermediary is a company or

a body corporate, of its directors, chief executive, officers and

employees; and

(d) any other matter as may be specified.

90. Commission to havc power to undcrtake compliance visits.- (l) 'l'hc

Commission may, in accordance with procedures specified, make visits to the officcs and

branchcs of insurers and inspect books, records and papers for the purpose of ensuring

compliance with the provisions of this Part (Market Conduct) and Part XIV (lntermediaries).

91. Commission to have power to require a survey to bc performed.- (l) lhe
Commission may make regulations requiring that an independent survey be conducted, in

accordancc u,ith the provisions of this Act, in respect of such class or classes of insurancc

claims meeting such criteria as may be specified by the Commission.

(2) A survey conducted pursuant to regulations made under sub-section (l) shall

be conducted at the expense of the insurer and a copy of the report ol the surveyor shall be

provided to thc policy holder.

(3) 'lhe provisions of this section shall not operate to limit, curtail, diminish or

extinguish any liability ofthe insurer to which the insurer would otherwise have been subject.

92. Contractual stipulations for placing insurance with specific or named

insurcrs.- (l) In respcct ofany contract or arrangement under which one party to the contracl

or arrangement requircs another party to the contract or arrangement to procure, effect and

pay lor or reimburse the costs ofeffecting insurance ofany property, liability, life or anything



connected \vith any thereol, it shall be unlawful to stipulate, cxprcssly or impliedly, directly
or indirectly, that the insurance which is to be procurcd and effccted as a condition of the

contract must be placed with any specific or named insurer or insurers, other than insurers

specified generally as a class according to objective criteria based on financial strength.

(2) Any such stipulation in or arising out ofor connected with any such contract

or arrangement made shall be void.

(3) If there is any connection or association between a lender and the insurer it
shall be disclosed to the policy holder together with any commissions received by the Iender

from the insurer in respect of the insurance contract. Disclosure shall in each case be made

prior to the making ofthe contract.

(4) It shall be unlawful for insurance to bc takcn out by a lender without the

knowledge and consent of the borrower, if the cost of insurance is to be borne by the

borrower, whcther explicitly or implicitly,_unless the borrower having undertaken to do so,

has without good cause and for reasons beyond his control failed to comply with his

obligations in this respect.

93. Provisions when not to constitute discrimination. - Notwithstanding
anylhing contained in any other law for the time being in force, provisions in respect ofthe
terms and conditions of insurance policies, shall not constitute discrimination provided that

diflerentiation contained therein is based on reasonable classification and.-

(a) is based on actuarial and statistical data from a source on which it is
reasonable to rely; and

(b) is reasonable having regard to the data and any other relevant factors,

'fhe onus of proving that the insurer has complied with this section shall lie upon the

lnsurer

PART XIII
SIJRRENDER, LAPSE AND FORFEITURE OF CE,RTAIN LIFE INSURANCE

POLICIES

94. Special definitions and interpretation for this Part.- (l) For the purposes of
this Paft, a "relevant policy" is a policy of life insurance undcr which the whole of the
benefits bccome payable either on, or at a fixed interval or intervals after, the occurrence of a
contingency which is bound to occur.

@ In this Part, an amount due under a relevant policy includes a premium due
under that policy but unpaid.



95. Acquisition of surrender valuc.- (l) A relevant policy which has becn in

force for not less than 1wo ycars shall have a surrender value which shall be calculated in

accordance with the terms of the policy.

(3) When an insurer furnishes to the Commission the matters referred to in the

preceding sub-section rclating to a proposed variation, the Commission may within sixty

days dircct thc insurer to make such changes in the proposed variation as it believes on

reasonable grounds to bc ncccssary for the protcction ofthe interests ofpolicy holders ofthe
insurer, and the insurcr shall comply with any such direction.

96. Surrender of policy at policy holder's option.- (l) The holder of a relevant

policy which has bccn in force for not less than two years may make, in writing, a request to

the insurer to surrcnder the policy.

(2) Subject to sub-section (3), the Commission may specify the timelines within
which the insurer shall pay the surrender value to the policy holder.

(3) The 'fribunal may, on application by an insurer, issue a written order

suspending or varying the insurer's obligation to make payments under sub-section (2),

where the Tribunal is satisfied that such suspension or variation is necessary in order to avoid

prejudice to,-

(a) thc flnancial stability of thc insurer; or

(b) the intcrests ofthe policy holders ofthe insurer

97. Surrcnder of policy at insurer's option,- (1) A policy which has acquired a

surrender value shall not be surrendered other than at the request of the policy holder except

as set out in this section.

(2) Where the total amount of all debts owed to the insurer under, or secured by, a

relevant policy exceeds the surrender value of that policy, the insurer may issue to the policy

holder a written notice.-

sctting out the amount owed to the insurer under, or secured by the

policy at the date ofthe notice ('the debt');
(a)

(2) Where undcr the terms of a policy the basis of calculation of the surrender

value may be varied at thc discretion ofthe insurer, the basis ofcalculation shall be furnished

to the Commission and no variation shall bc made therefrom unless the insurer has, not less

than sixty days belorc thc date of such variation, furnished to the Commission a statement of
the proposed variation and the reasons for that variation, accompanied by a statement by the

appointed actuary ofhis opinion as to the appropriateness ofthe proposed variation.



(b) setting out the surrender l'alue of the policy at the dale of the notice;

and

(c) stating that the policy will be surrendered at the end of 30 days after the

notice was issued to the policy holder and the surrender value applied

against the debt, if the exccss ofthe dcbt ovcr thc surrendcr value is not

paid to the insurer befbrc the expiry ofthat pcriod.

(3) Where at least 30 days have elapsed between the issue of a notice set out in

subsection (2) and the excess of the debt over the surrender valuc has not bccn paid to the

insurer, thc insurcr may by written notice to the policyholder effect surrender o[ the policy

and apply the surrender value against the debt, which shall to thc extent of the surrender

valuc bc cxtinguished.

98. Paid-up policy at policy holdcr's option.- (l) An insurer shall, within such

period as may be specified, from the receipt of an application in writing by the holder of a

relevant policy which has been in force for not less than two consecutive years, make the

policy paid-up.

(2) A policy which is made paid-up shall have a paid-up sum insured, rvhich,

subject to clause (b) of sub-section (4)-

(a) shall include in full all subsisting reversionary bonuses that have

already attached to the policy; and

(b) shall, where the policy is one on which the maximum number of
premiums payable is fixed and the premiums are of uniform aurount

and paid at uniform intervals, be, before the inclusion of such

bonuses not less than such amount as is specificd.

(3) A policy made paid-up under this section shall not be entitled by virtue only of
this section to participate in any surplus declared distributable afler the conversion of the

policy into a paid-up policy.

(4) If, when an application is made to an insurer under sub-section (l) to have a

policy paid-up, the policy holder owes a debt to the insurer under the policy, or a debt owed

by the policy holder to the insurer is secured by the policy, the insurer may either-

(a) treat the debt as a debt secured by the paid-up policy; or

(b) in calculating the paid-up sum insured, take the debt into account in
such manner as is approved as equitable by thc appointed actuary.



(5) lf in calculating the paid-up sum insured, a debt is taken into account in
accordance with clause (b) of sub-scction (4). thc dcbt is discharged.

99. Non-forfeitu re.- (l) A relevant policy is not liable to be forfeited only
because ofthe non-payment ofa premium (thc "overdue prcmium") if-

(a) the policy has been in lorce lor al least two years; and

(b) the surrender value of the policy exceeds the total of':

(D the amount of thc overdue premium; and

(ii) the total ofany other amounts owcd to the insurer under, or

securcd by, the policy.

(2) For the purposes of clause (b) of sub-section (l), the surrender value of thc

policy shall be calculated as at the day on which the overdue premium falls due and shall be

calculated as though the premium has been paid.

(3) When the holder of a policy to which this section applies fails to pay a
premium due under that policy, thc insurer shall, before the expiry of three months from the

date on which that premium in respect was payable but not paid, give notice to the policy

holder informing him ofthe options available 10 him.

(4) Notwithstanding anything to the contrary in the policy, the options available to

the policy holder under this section shall include without limitation two of the following,
namely :-

(b) the surrender value of the policy shall be applied to the payment of the

premium due until the surrender valuc is exhausted;

(c) the policy shall be surrendcred in accordance with this Part; and

(d) the policy shall be surrendered, and the company shall issue to the

policy holder a contract for term life insurance for a term to be

specified by the policy holder and a sum insured determined on the

basis of the surrender value of the policy surrendered less the amount

ofany debt owed to the company under, or secured by, the policy.

(5) Notwithstanding anlthing to the contrary in the policy, the action taken by the

insurer with respect to the policy shall be

(a) the policy shall be paid up in accordance with this Part;



(a) if a course of action not stated in the noticc issued under sub-section

(3) is agreed in writing between the insurcr and the policy holder,

atter the policy holder has received the notice, that coursc o[ action:

(b) if the policy holder agrees in writing to an option contained in the

notice issued under sub-section (3). that course ofaction;

(c) if the policy holder does not respond to the notice issued under sub-

section (3), and after making reasonable efforts the insurer is unable

to contact the policy holder:

(i) if the policy holder has elected in writing, either at the time of
taking the policy or at any time thereafter bclore the

cessation of the payment of premium, that a course of action

should be taken: that coursc ofaction; otherr.r,ise

(ii) if a course of action (not being the course of action set out in
clausc (b) of sub-section (4) is stated in the policy, that

coursc of action; otherwisc

(iii) the coursc ofaction set out in clause (a) ofsubsection (4).

(6)

namely:-

No commission shall be payable to any person in respect of the follorving,

(a) the application of the surrender value to thc payment of premiLrms in

accordance with clause (b) ofsub-section (4); and

(b) the issue ofa contract ofterm insurance under clause (d) of sub-section

(4).

PART XIV
INTERMEDIARIES

100. Certain provision of this Part to apply only to direct insurance busincss.-

The provisions of sections 105 to ll6 and section 118 shall apply only to dircct insLrrance

business.

l0l. Licensing requirements for applicants.- (l) No person other than an eligible
person provided in section 102 shall begin or carry out any business in the nature of
insurance interrnediation unless such eligible person has obtained a license, frorn the
Commission in such form and manner and subject to such terms and conditions as may be

specified:



Providcd that the Commission may, by notification in the official Gazette, cxempt any

class ofpcrsons from the operation ofsub-section (l), subject to suoh terms and conditions as

may be specified:

Provided further that a licensed insurer offering services in the nature of insurance

self-network platform shall be exempted from the requirement of obtaining license from lhe

Commission under this Act, subject to such terms and conditions as may be specified:

(2) The requirement to obtain licensc as corporate insurance agents shall come

into eflect within six months ofthe date ofcommencement of this Act or any subsequent date

as may be notified by the Commission:

Provided that persons acting as agent with an insurer, who arc not corporate insurance

agents shall be exemptcd from the requirement ofobtaining licensc lrom the Commission.

(3) It shall be unlawful for any person to act as or describe himself or hold himself
to be described or held out as an insurance intermediary, excepl as insurance agent, unless he

holds valid license, granted by the Commission.

(4) An insurance intermediary required to seek license under this Act, shall make

an application to the Commission, the manner of filing of which and the information,
documents, reports, certificates to be submitted with the application, shall be specified.

102. Eligible persons as insurance intermediarics.- (l)_No person other than a
company formed under the company law, shall be eligible to bc licensed as insurance broker,

third party administrator or insurance surveyor:

Provided that an adjuster of maritime losses for marine class of insurance surveying

business shall be eligible to act as an insurance surveyor.

Provided further that nothing_in this section shall prevent thc expression in the course

of his general professional practice of an expert opinion on the nature, cause or quantum of
an insurance loss by an advocate, solicitor, accountant, actuary or other professional person

engaged in a prolession other than surveying.

(2) In the case of corporate insurance agents, no person other than a company

incorporated undcr the Company Act (XIX of 2017) or a firm or a limited liability
partnership as defined in the Limited Liability Partnership Act,2017 (XV of20l7) shall be

eligible to transact business as corporate insurance agents.

(3) In the case of reinsurance brokerage, a foreign reinsurance broker i.e. a
company or a body corporate incorporated outside Pakistan, which is allowed to undertake

insurance or reinsurance brokerage or both, in the jurisdiction in which it is incorporated, and

has established place ofbusiness in accordance with the part XII olthc Companies Act,2017



(XIX of'2{)17), shall also bc cligible to undertake reinsurance brokerage business in Pakistan.

(4) In the case of insurance self-network platform busincss or other insurance

intermediaries notified by the Commission under section 121, the Commission may speciS
the persons eligible to transact such business.

103. Grant of liccnse.- (l) Whcrc an application for license is received by thc

Commission under section l0l, the Commission mav grant license to the insurance

intermediary, subjcct to fulfilment oIsuch requirements, as may be specified.

(2) Where the Commission is not satisfied with respect to all or any of the matters

related to lhe applicant as an insurancc intermediary, it shall refuse an application.

(3) The regulations to be made under sub-section (l), shall provide for the

recourse available to the applicant, if its application is refused by the Commission.

(4) All insurance intermediaries licensed under this Act shall pay to the

Commission such amount ol annual supervision fee, at such rate as may be notified by the

Commission.

104- I)uration and rcvocation of license.- (1) The license of insurancc
intermediarics, shall continue to remain valid until and unless cancelled or suspended by the

Commission:

Provided that the licenses issued to insurance brokers, insurance surveyors and third-
party administrators issucd prior to coming into force of this Act, shall remain valid for the

period mentioned on the license, on the expiry of which, license under the provision of
section 103 shall be issued by the Commission:

Provided further that authorised surveying officers shall not be required to obtain
registration from the Commission.

(2) Whcrc the Commission has reasons to belicve that an insurance intermcdiarl,,
has contravencd the provisions of this Act or the conditions oflicense or the directions given

by the Commission, the Commission may by an order in writing cancel or suspend the license

of the insurancc intermediary:

Provided that a license of an insurance intermediary shall not be cancelled or
suspended under this sub-section without giving the holder ofthe license an opportunity to be
heard.

(3) Thc order under sub-section (2) shall provide the reasons of cancellation or
suspension of license and shall stipulate the period during which the license shall renain
suspended and on termination of the duration of suspension, the concerned insurance



intcrmediary shall apply before the Commission seeking license, in accordancc with section

l0l .

105. Liability of Insurer for act or omissions of agcnt.- (1) Every insurer shall,

so lar as relates to a contract of insurance entercd into by the insurer through an agent. bc

liable to the policy holder for the acts or omissions of that agent as though that agent were an

employee ol'the insurer, in circumstances where the policy holder has relicd in good faith on

the agent and as a consequence has suffered loss or damage. Liability shall be absolute and

shall not be capable ofbeing contracted out of, either in the agency agreement or on a policy.
proposal or other document.

(2) For thc purposcs of this Part, any person who, for remuncration arranges

insurancc cover for a policy holder or intending policy holder, and who is not a licensed

direct insurance broker, shall be presumed to be the agent of the insurer in relation to any

matter relating to insurance.

(3) 1'he provisions ofthe foregoing sub-section shall not operatc to limit, curtail,
diminish or extinguish any liability ofthe insurer to which the insurer would otherwisc have

bcen subject.

106. Persons acting as agents.- (1) It shall be unlawful lbr any person to act as alr

agent in respcct ofan insurer ifthat person, or, in the case ofa company or a firm or a body

corporate (including a Iimited liability partnership as defined in the Limited l,iability
Partnership AcL, 2017 (XV of 2017)), any director of thc company or a firm or a body

corporate. or olficcr of the company or a firm or a body corporate cngaging in the business ol'
insurance agcncy-

(a) is a minor;

(b) has been found ofunsound mind by a Court of competent j urisd iction;

(c) has been found guilty, within the five years preceding the prcsent date,

of criminal misappropriation or criminal breach ol trust, cheating or

forgery or an abetment of or attempt to commit any such offence by a

Court of competent jurisdiction;

(d) has served any custodial sentence imposed by a Court of competent
jurisdiction, ending within the five years preceding the present date;

(e) has been found guilty by a Coutt of competent jurisdiction of any

oflcnce involving insurance: or

has been otherwise declared as disqualified by the Tribunal, other than

for a term which had expired prior to the present date.

(0



(2) It shall be unlawful for any person to act as an agent in respect ofan insurer

except under a contract in writing.

(3) Any person who acts as agent in breach of this section, and any insurer who

knowingly permits hirn to act as agent, shall be guilty ofan olfence.

(4) A contract of agency shall inclLrdc, and if it does not, shall be deemed to

include, as a condition, that the agent must obtain the permission of the insurer before

entering into a contract of agency with any othcr insurer while the contract with the first or
any other insurer remains in force.

(5) A contract ofagency which docs not disclosc anv existing contracts ofagency
with other insurers shall be deemed to include a warranty that no other such contracts exist':

Provided that the requirements of sub-section (4) and (5) shall not be applicable on a
corporate insurance agent.

(6) No person shall solicit any insurancc business for any person other than a

licensed insurcr.

Explanation.- The expression "Solicit", in relation to insurance business means,

offering to, inviting, or issuing any adverlisement containing any offer or invitation 1o, the

public or any section of the public in Pakistan to enter into a contract of insurance.

107, Minimum qualifications for agents.- The Commission may speci!
minimum qualifications for persons appointcd as insurance agents, which may extend to
educational requirements, training and profcssional development requirements, examination

and certification requirements, experience in the industry and membership of an approved

trade or professional organization or self-regulatory organization.

108. Insurer to maintain registcr of agents.- (l) An insurer shall maintain a
register of all agents employed by the insurcr, containing such particulars as may bc

specified:

Provided that till the time regulations are issued under sub-section (l), the particulars

shall be maintained in accordance with sub-section (l) of section 98 of the repealed

Ordinance.

(2) Prior to appointing a person as its agent, and at such intervals as may be

specified, during the time the person continucs to act as its agent, an insurer shall obtain from
that person, a declaration in such form and manner as may be specified.



(3) It shall bc an offence for an insurer to use an agent who has not becn included

on the registcr rclerred to in sub-section (l), or to use an agent who has not made the

declaration referred to in sub-section (2), or knowingly to use an agent who has made a false

dcclaration.

109. Payments by and to insurance agents.- (l) Any sums received by an

insurance agent lrom a policy holder or an insurer, other than remuneration payable to thc

agent by the insurer, shall be deemed to be held on trust for the insurer. Payment by a policy

holder to an insurance agent shall be deemed to constitute payment to the insurer.

(2) Any paymcnt to which sub-section (l) applies shall be passed on to the insurer

or the policy holdcr (as the case may be) as soon as practicable and in any case not later than

two weeks from receipt by thc agent.

(3) No insurance agent shall, except with the approval of the insurer who is the

agent's principal, pay to or receive from a policy holder or intending policy holder any sums

in relation to a contract of insurance:

Providcd that this sub-section shall not opcratc to relieve any person from a liability to

which that pcrson is otherwise subject by the operation ofthis Act.

(4) It shall bc unlawful for an agent to deduct from premiums paid by and

received from a policy holder any sums on account of commission due to the agent.

(5) No payment of commission or other remuneration to an insurance agent shall

be made otherwise than by a crossed cheque, pay order or electronic funds transler or.in such

other manner as may bc specified:

Provided that this sub-scction shall not apply to payments to an agent which do not in

the aggregate in onc ycar exceed the sum of five thousand rupees.

(6) It shall be prohibited for any insurer or any of its agents to receive premium

from the policyholder otherwise than by a cross cheque, pay order or electronic funds transfer

or in such other manner as rnay be specified:

Provided that the Commission shall notify the maximum amount of premium that can

be received in cash by the insurer or any of its agents.

110. Duty to disclose agency.- Ar agent acting for an insurer shall disclose to the

policy holder or intending policy holder the fact that he acts as an agent for that insurer and

any relationship betwecn the agent and the insurer.

1ll. Restriction on insurance agents, becoming directors of insurance

companies.- (1) No insurance agent who solicits or procures insurance business, shall be



eligible to be or remain a director of any insurance company carrying on insurance business

unless he suspends such solicitation or procurement.

(Z) Any insurance agent who contravenes the provisions of'sub-section (l) shall

cease to be a director and shall be disqualified from acting as an insurance agent, for such

period as the Tribunal may determine.

ll2. Direct insurancc brokers to be presumed agents under certain
circumstancesl liability of brokers when not so presumed.- (l) A licensed direct insurance

broker shall be presumed to act as the agent of any insurer with which such broker has a

contract of agency, so far as relates to any policies placed by that broker rvith that insurer,

and the insurer shall be liable for the conduct or misconduct of the broker with respect to

such policies.

(2) Where a licensed direct insurance broker is not, by virtuc ol'thc loregoing sub-

section, presumed to act as the agent ofan insurer, the broker shall bc liablc to the policy
holdcr and the insurer shall not be liablc for the conduct or misconduct ol thc broker as

distinct from itselfor its agents, except as othenvise provided in this Act.

113. Broker's duty to disclose relationships.- (l) A liccnsed direct insurance

broker shall disclose to the policy holder or intending policy holder any relationship bctween

the broker and any insurer.

(.2) A licensed direct insurancc broker, in placing business with an insurer with
whom the broker has a contract of agency, shall, beforc thc contract of insurance is effected,

inlorm the intending policy holder ofboth the existence ofthe contract ofagency and that the

broker is acting as the agent of the insurer in respect of all matters concerning the contract of
insurance.

11,1. Payments by and to direct insurance brokers.- (l) Any sums received by-q
direct insurance broker from a policy holder, if authorized by thc insurer, or from an insurer,

other than remuneration payable to the broker by the insurer, shall be deemed to be held on
trust for the insurer. Payment by a policy holder to a direct insurancc broker shall be deemed

to constitute payment to the insurer.

(2) Any amount held by a direct insurance broker for payment to the policy holder
shall be paid to the policy holder as soon as practicable and in any case in not less than two
weeks.

(3) Any amount held by a direct insurance broker for payment to the insurer shall
unless the insurer has previously agreed otherwise in writing be paid to the insurer as soon as

practicable.



(4) Any paylnent of money (other than prcmium) lrom a direct insurance broker
to an insurer or vice versa shall be made by crossed chequc, pay order or electronic lunds

transfer.

115. Requircments in respect of perso[s ccasing to act as dircct insurance
brokers.- (l) A company ceasing to act as a direct insurance broker shall maintain, for such

period as may be specificd. such minimum level of professional indemnity insurance in
respect of liabilities arising lrom its activities as a direct insurance broker to which the
company may be subject, as may be specificd.

(2) No company formcrly acting as a direct insurancc broker may be voluntarily
wound up during the period specified in the preceding sub-section.

116. Basis for payment of remuneration by insurers to direct insurance
brokers.- (I) A licensed direct insurance brokcr shall not reccivc from an insurer or from a

person on behalfofan insurer a gift, gratuity, benelit or other reward (however described)

except as remuncration fbr services rendered to the insurer:

(a) in arranging or effecting a particular contract of insurance;

(b) in conncction with dealing with or settling a claim under a particular

contract of insurance; or

(c) otherwisc than in connection with the broker arranging or effecting

contracts of insurancc or dcaling with or settling claims under contracts

of insurance.

(2) An insurer shall not pay to a direct insurance brokcr, and a direct insurance

broker shall not receive liom an insurer, in rcspect ofthc arranging or effecting of contracts

of insurance by that direct insurance brokcr with thc insurer, remuneration at a rate or on a
basis that has been varied having regard to any one or morc ofthe following, namely:-

(a) the number ofcontracts so arranged or effectcd;

(b) Ihc total amount of premiums paid or payable under such contracts;

(c) the total amount ofsums insured under such contracts.

117, Power to inspcct insurance intermediaries.- (l) The Commission may, in
accordance with procedures specified, visit the premises of an insurance intermediary, to
establish compliance by the insurance intermediary with the provisions of this law or rules or
regulations framed hcreunder relating to insurance contracts and insurance intermediaries.



(2\ The Commission may appoint any one or more of its employees or an) other

pcrson so authorized to exercise the powers of the Commission to inspect an1' rccord or

documcnt of the insurancc intermediary.

(3) T'he ir,specting officer or team, as the case may be, shall have the same porvers

as provided in the SECP Act and shall proceed accordingly and in case ofany violation of
this section shall be punishable under sub-section (5) ofsection 28A ofthe SIjCP Act.

118. Classes of insurance surveying.- Insurance surveyors may be classified into

such classes or sub-classes as may be specified, and, if so classified, separate application

shall bc made and separate licenses and certificates issued in respect of each such class or

sub-class.

119. Prohibition to act as a direct insurance broker and reinsurance broker in
a single risk.- (l) It shall be unlawful for an insurance broker to perform the role as a direct

insurancc broker and as a reinsurance broker in placement of a single account or risk or on

same non-life insurance policy and vice versa'.

Provided that the Commission may specifu such class of insurance brokcrs or class oI
insurance business to which the requircment ofthis sub-section shallnot be applicablc.

(2) The Commission may specif) the requirements applicable on insurance

brokers and insurers in relation to their role in placement of single account or risk on same

non-life insurance policy.

120. Ownership and management interests inlet se of insurance brokers and

insurers prohibited. - No insurer and no director of ar insurer shall hold any direct or
indirect ownership interest in an insurance broker or take part in the management or direction

of an insurance broker, and vice versa.

l2l. Other insurance intermcdiarics.- (l) The Commission may by notification

in the official gazette notiry such other classes of insurance or reinsurancc intermediarics and

conditions and requirements for Iicensing and other operational requirements thercof to be

specified as it may consider expedient from time to time.

(2) It shall be unlawful for any person, belonging to such class of insurance or

reinsurance intermediary which has been notified by the Commission under sub-section (l),
to act as or describe himself or hold himself out or permit himself to be described or held out
as insurance or reinsurance intermediary of such notified class in respect of insurance or
reinsurance business unless he holds a valid license issued by the Commission.

122. Accounting and reporting by insurance intcrmediarics. - (l) A liccnsed

insurance broker and a licensed third party administrator shall make an annual report to the



Commission, which shall include the audited accounts and such other information and

statements as may be specified.

(2) The Commission may specifo the information, statements and reports required

to be submitted with insurance intermediaries with the Commission within such time period

as may be specified.

P,\ tt't- xv
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123. Application of Pakistan law to policics issucd in Pakistan.- The holder ofa
policy of insurance issued by an insurer in respect of insurance business transacted in

Pakistan shall have the right, notwithstanding anything to the contrary contained in the policy
or in any agreement rclating thereto, to receive payment in Pakistan of any sum secured

thereby and to sue for any relief in respect of the policy in any Tribunal; and if the suit is

brought in Pakistan any question of law arising in conncction with any such policy shall be

determined according to the law in force in Pakistan:

Provided that nothing in this section shall apply to a policy of marine insurance

124. Paymcnt of money into lribunal.- (1) Where in respect of any policy of life
insurance maturing for payment an insurer is of opinion that by reason of conflicting claims

to or insufficiency of proof of title to the amount securcd thcreby or fbr any other adequate

reason it is impossible otherwise for the insurer to obtain a satisfactory discharge for the

payment of such amount, the insurer may bcfbre thc expiry of nine months from the date of
th€ maturing of the policy or, where thc circumstanccs are such that the insurer cannot be

immediately aware of such maturing, from the datc on which notice of such maturing is given

to the insurer, apply to pay the amount into the Tribunal within the jurisdiction of which is
situated the place at which such amount is payablc undcr the terms ofthe policy or otherwise.

(2) A receipt granted by the Tribunal for any such payment shall be a satisfactory

discharge to the insurer for the payment of such amount.

(3) An application for permission to make a paymcnt into the Tribunal under this

section shall be made by a petition verified by an alfidavit signed by a chiefexecutive officer
ofthe insurer setting forth the following particulars, namely:-

(a) the name ofthe insured person and his addrcss;

(b) ifthe insured person is deceased, the date and place ofhis death;

(c) the nature ofthe policy and the amount secured by it;



(d) the name and address of each claimant so far as is known to the insurer

with details ofevery notice ofclaim received;

(c) the reasons why in the opinion olthe insurer a satisfactory drschargc

cannot be obtained for the payment of the amount; and

(0 the address at which the insurer may be served with notice of any

proceeding relating to disposal ofthe amount paid into the Tribunal.

(4) An application under this section shall not be entertained by the Tribunal ifthe
application is made before the expiry of six months from the maturing of the policy by

survival, or from the date ofreceipt ofnotice by the insurer ofthe death ofthe person insured,

as the case may bc.

(5) If it appears to the Tribunal that a satisfactory discharge for the payment ofthe
amount cannot otherwise be obtained by the insurer it shall allow the amount to be paid into

the'lribunal and shall invest the amount in Government securities pending its disposal.

(6) The insurer shall transmit to the Tribunal every notice of claim receivcd after

the making of the application under sub-section (3), and any payment required by the

Tribunal as costs of the proceedings or otherwise in connection with the disposal of the

amount paid into the Tribunal shall as to the costs of the application under sub-section (3) bc

borne by the insurer and as to any other costs be in the discretion ofthe Tribunal.

(7) 'fhe Tribunal shall cause notice to be given to every ascertained claimant of
the fact that the amount has been paid into the Tribunal, and shall cause notice at the cost of
any claimant applying to withdraw the arnount to be given to every other ascertained

claimant.

(8) The Tribunal shall decide all questions relating to the disposal of claims to the

amount paid into the Tribunal.

723. Small Disputes Resolution Committees.- (1) The Commission shall

constitutc one or more Small Disputes Resolutions Committees to arbitrate disputes arising

betwecn an insurcr and a policy holder.

(2) The constitution and procedure of the Committees shall be specified, and the

Arbitration Act, 1940 (X of 1940), or any re-enactment thereof shall not apply b such

Committces.

(3) No person shall be appointed a member of the Committee if he has any interest (as

defined in sub-section (1) of section 16 of the SECP Act) in the subject matter of the
arb itrat io n .



(4) The Committees shall only have jurisdiction in rcspcct ofdirect insurance policies

on account of claims the pecuniary value of which shall bc limitcd to a sum to be specified:

Provided that the Committees shall not have jurisdiction in rcspcct of claims made

under private motor insurance policies for loss to the policy holder arising lrom liabilitics
incurred to third parties arising out ofor in connection with the use of motor vehicles on land,

as specificd in the Motor Vehicles Act, 1939 (lV of 1939).

(5) An insurer licensed under this Ordinance shall be deemed to havc undcrtaken to
abidc by the decisions ol any of the disputes resolution committccs constituted under this

scction.

126. Payment of liquidated damages on late settlement of claims.-(l) It shall be

an implied term of every contract of insurance that where paymcnt on a policy issued by an

insurer becomes due and the person entitled thereto has complied with all the requiremcnts,

including the filing of complete papers, for claiming the payment, the insurer shall, if he fails

to make the payment within a period of ninety days from the date on which the payment

becomes due or the date on which the claimant complies with the requirements, whichever is

Iater, pay as liquidated damages a sum calculated in the manner as specified in sub-section

(2) on the amount so payable unless he proves that such failure was due to circurnstances

bcyond his control.

Expldnation.- For the purposes of this sub-section, failure or delay by any person in

making payment (including without limitation payment undcr a contract of reinsurance) to an

insurcr shall not constitute circumstances beyond the control ofthc insurcr.

(2) The liquidated damages payable under sub-section (l) shall be payable lbr thc

pcriod during which the failure continues and shall bc calculated at monthly rests at the rate

five per cent higher than the prevailing base rate.

(3) Notwithstanding the requirements of sub-section (l) and (2), an insurer shall

ensure that claims intimated to it are processed without any delay. lnformation and

documents reasonable and necessary for processing of the claim are solicited and the insurcr

processes and decides claims in an efficient and effective manner:

Provided that the Commission may specifr the procedurc. documentalion

rcquircnrents and the timelines within which claims are to be processed by insurcrs.

Provided further that the Commission may in specifoing requirements undcr proviso

to sub-section (3) may make separate specification in respcct of insurers carrying on litb
insurancr: business and those carrying on non-life insurance business.

127, Supply of copics of proposals and medical reports.- Every lnsurer shall, on

application by a policy holder and on payment ofsuch fee as may be specified, supply to the



policy holder certified copies of the questions put to him and his answers thereto contained in

his proposal for insurance and in any medical report supplied in connection therewith.

128. Prohibition of business on dividing principle.- No insurer shall, begin or
carry on, any business upon the dividing principle, that is to say, on the principle that the

bcnefit secured by a policy is not fixcd but dcpcnds either wholly or partly on the results ofa
distribution of certain sums amongst policies bccoming claims within certain time-limits, or
on the principle that the premiums payable by a policy holder depend wholly or partly on the

number o1'policies becoming claims within certain timc-lirnits:

Provided that nothing in this section shall be dcemed to prevent an insurer from
allocating bonuses to holders of participating policies of life insurance in accordance with the

provisions of this Act, either as reversionary additions to the sums insured or as immediate

cash bonuses or otherwise:

Provided further that nothing in this section shall apply to the business of Takaful
insurance carried on by an insurer in accordance with laws established for the conduct of
Takaful business.

129. Insurance repository or informati<ln sharing arrangement for insurers.-
'lhe Comnrission shall have the powcr to dircct thc insurers to become part of insurance

repositor or information sharing arrangemenl including cyber security information sharing
platforms and shall specily any requirements regarding the establishment, registration,

conducl and manner of operation of sLrch arrangcment or platforms and ancillary rnatters

thereto.

130. Prevention of offences rclating to money laundering and terrorist
financing.- (l) Every insurer and insurance intermediary shall endeavor to prevent the

commission of offences of money laundering as provided in Anti-money Laundering Act,
2010 (VII of2010) and counter financing of terrorism laws for the time being in force with
respect to affairs of its business and shall take adequate measures for this purposes.

(2) Whoever fails to comply with the requirements of this section shall be liable to
punishment as provided in the Anti-money Laundering Act, 2010 (VII of2010) and any other
law for the time being in force relating to counter financing ofterrorism.

13l. Macro-prudential supervision.- (1) The Commission shall have the power to

undertake macro-prudential supervision ofcntities engaged in providing insurance services in
the country and shall establish systems and processes that are capable to monitor the
vulnerability ofthe insurance sector with respect to economic and financial shocks.

Explanation.- Macro-prudential supervision means a supervisory framework
governcd through supervisory processes rvhereby individual insurers are supervised through
information collected by identification, monitoring and analysis of macro-prudential factors



such as cconornic, demographic, social, financial developments and othcr environmcntal

factors that may impact insurers and insurance markcts.

(2) The Commission shall have power to specify the requirements to be imposed

on cntities engaged in providing insurance services in order to perform macro-prudential

supervision under this Act.

132. Tie up between life insurer and non-life insurcr undertaking
microinsurance business. - (1) An insurer carrying on life microinsurancc business may.

under a rvrittcn agreement with an insurer carrying on non-li[e microinsurance busincss, bc

allowcd to of-fer non-life microinsurance products to microinsurance policyholders, in the

lollowing manncr, namcly:-

(a) the premium attributable to the non-life microinsurance product, shall

be collected from the policyholder or the prospective policyholder, by

the insurer carrying on life microinsurance business or any of its

appointed intermediaries; and

(b) In the event of any claim related to the non-life microinsurance product

rcferred in clause (a), the concerned life insurer or any ol its

appointed intermediaries, shall forward the claim to thc concerned

non-life insurer and offer all assistance for the expeditious disposal of
the claim.

(2) An insurer carrying on nonJife microinsurance business may, under a written
agreement with an insurer carrying on Iife microinsurance business, be allowed to oller life
microinsurance products to microinsurance policyholders, in the following, namely:-

(a) the premium attributable to the life microinsurance product, shall bc

collected from the policyholder or the prospective policyholder. by

the insurer carrying on non-life microinsurance business or any of its
appointed intermediaries; and

(b) in the event of any claim related to the life microinsurance product

refcrred in clause (a), the concerned non-life insLrrer or any of its

appointed intermediaries, shall forward the claim to the concerned lile
insurer and offer all assistance for the expeditious disposal ol the

clairn.

133. Provisions of this Act to apply to microinsurers, digital-only insurers,

reinsurers or takaful operators.- Except as specifically provided in this Act or as may be

notified in the official Gazette by the Commission, the provisions ofthis Act as are applicable

to an insurer or insurance business shall mutatis mliandis apply to a microinsurcr or



microinsurance business, to a digital-only insurer or digital insurance business, to a rejnsurer

or rcinsurance business, to an operator or takaful business, as thc case may be.

PART XVI
INSURANCE,'IITIBUN,\L

13.1. Constitution of the Tribunal.- (1) Tho Federal Government shall constitute a

Tribunal or 'lribunals in consultation with thc Commission and shall in respect of each

Tribunal so constituted speciSr the territorial limits rvithin which. or the class or classes of
cases in respect of which each such Tribunal shall exercise jurisdiction under this Ordinance:

Provided that the Federal Government may by notification in the official Gazette

confer all or any of the powers of the 'l'ribunal on any District or Additional District and

Sessions Judge of an area where for any reason it may not be expedient to constitute a

separate Tribunal, and in doing so the Fedcral Government shall also speciS the composition

and pecuniary and territorial limits of such a Tribunal and the Chairperson and members of
such tribunal and their spouse shall not be shareholder olany insurance company.

(2) The Tribunal shall consist ofa Ohairperson who shall be a serving or rctired
judge o['thc IIigh Court and not less than two membcrs bcing pcrsons ofability and integrity
who have such knowledge or experience of life insurance, non-life insurance, actuarial

science, finance, economics, law, accountancy. administration or other discipline as would, in

the opinion of the Federal Government, enablc them to discharge the duties and functions of
members of the Tribunal.

(3) To constitute a sitting o[a Tribunal the presence ofthe Chairperson and at

Ieast one other member shall be necessary.

(5) A Tribunal may hold its sitting at such places within its territorial jurisdiction
as lhe Chairpcrsorr may dccidc lrom time to tirnc.

(6) No act or proceeding of a Tribunal shall be invalid by reason only of the

existence ofa vacancy in, or defect in the constitution ofthe Tribunal.

135. Powers ofTribunal.- (l) A Tribunal shall-

in the exercise of its civil jurisdiction, have in respect of a clairn filed
by a policy holder or his nominee, heirs or lcgal representatives or the
holder of a succession certificatc, against an insurance company in
respect of, or arising out of a policy of insurance, all the powers vested

(a)

(4) A Tribunal shall not merely by reason of a change in its composition, or the

absence ofany member from any sitting, be bound to recall and rehear any witness who has

given evidence, and may act on the evidence already recorded by or produced before it.



in a civil Court undcr the Code of Civil Proccdure. 1908 (Act V of
r908);

(b) in thc exercise of its criminal jurisdiction, try the offences punishable

r"rndcr this Act and shall, for this purpose, have the same powers as are

vested in the Court of Sessions under the Code of Criminal Procedure.

1898 (Act V of 1898);

(c) exercisc and pcrform such other powers and functions as are, or may

be, conlerred upon, or assigned to it, by or under this Act; and

(d) in all matters with respect 1o which procedure has not been provided

lor in this Act, follow the procedure laid down in the Code of Civil
Procedure, 1908 (Act V of 1908) or the Code of Criminal Procedure,

I 898 (Act V of 1898) as thc case may be.

(2) The jurisdiction of a Tribunal shall not extend to appeals to which section 33

and section 34 ofthe SECP Act apply.

(3) No Court other than a Tribunal shall have or exercise any jurisdiction with

respect to any matter to which the jurisdiction of a Tribunal extends under this Act, including

a decision as to thc territorial limits and the execution ofa decree, order or judgment passed

by a Tribunal:

Providcd that fbr the purposcs of this section a Small Dispute Resolution Commiftee

established undcr section 125 shall not be deemed to be a Court.

136, Procedurc of the Tribunal.- (1) A Tribunal shall for the purpose of thc trial

of an application. follow such procedure as may be prescribed and have the same powcrs as

are vested in a civil court trying a suit under the Code of Civil Procedure, 1908 (Act V of
1908) in respect of:

(a) summoning and enforcing the attendance ofany person and examining

him on oath;

(b) requiring the discovery and production of documents and material

objects;

(c) receiving evidence on affidavits; and

(d) issuing commissions lor the examination of witnesses or documents.

(2) If, in the course ofthe trial ofan application, any one of its members ccases to

hold office, or is, for any reason. unable to attend the sittings of that Tribunal, the trial shall



continue notwithstanding such vacancy, and the decision may bc given by the rcn,aining

members.

(3) [fupon any matter requiring thc decision ofthe'fribunal there is a diflerence

ol opinion arnong its members, the opinion of the majority shall prevail and the decision of
that Tribunal shall be expressed in terms ofthe view ofthe majority:

Provided that where the members are equally divided on any point it shall be decided

in accordance with the views ofthe Chairperson.

(4)

Chairperson

The decision ofa Tribunal shall be given in writing and shall be signed by the

(5) A Tribunal shall give a copy of the decision to each party to the dispute and

shall also lorward a copy to the Commission.

(6) A Tribunal shall, upon an application made in this behalf by any party to a

dispute adjudicated by it and on payment of such fee not exceeding onc rupee for every one

hundred words, and subject to such conditions, as may be prescribed, furnish certified copies

of its proccedings or of any document submitted to or produced befbrc it.

137. Appeal.- (1) Subject to the right ofappeal conferred by sub-scction (2) hereof,

the decision of the Tribunal on any application shall be final and shall not be questioned in

anl,Court or before any other authority.

(2) Any party aggrieved by a decision ofthe'fribunal may, if thc amount of the

claim in dispute or the penalty prescribed, as the case may' be, is not less than onc hundred

thousand rupees, prefer an appeal to the High Court within a period of thirty days from the

dale of such decision.

(3) An appeal under sub-section (2) shall be heard by a Bench olnot less than two
judges ofthe High Court having tenitorialjurisdiction over the relevant Tribunal.

PART XVII
INSURANCE OMBUDSNIAN

f38. Special definitions applicable to this Part.--ln this Part, "Act" shall mean the

Federal Ombudsmen Institutional Reforms Act, 2013 (Act No. XiV of 20 l3).

139. Appointment oflnsurance Ombudsman.- (1) The Federal Government shall
appoint an Insurance Ombudsman, who shall be a natural person having high integrity and

ability and unimpeachable insurance or legal credentials and he and his spouse shall not be a
shareholder of a licensed insurer.



(2) The lnsurance Ombudsman shall hold office for a period of four years from

the date of his appointment unless he resigns earlier in writing under his hand addressed to

the President, or is disqualified or removed in accordance with section 5 of the Act and he

shall not be eligible for any extension oftenure or lor reappointment under any circumstances

whatsoever:

Provided that the Insurance Ombudsman shall continue to hold office after expiry of
his tenure till his successor enters upon the office:

Provided further that if at any time rvhen the office of the Insurance Ombudsman is

vacant or he is unable to perform his functions due to any cause, the President shall appoint

an Acting Insurance Ombudsman who shall perlorm functions and exercise powers as are

vested in the Insurance Ombudsman and shall be entitled to all privileges as are admissible to

the Insurance Ombudsman:

(3) Any vacancy occurring in the'ofllce of the Insurance Ombudsman shall be

filled within sixty days ofthe occurrence ofsuch vacancy.

(4) 'fhe Insurance Ombudsman shall not hold any other office of profit in the

service of Pakistan or occupy any other position carrying the right 1o remuneration for the

rendering ofservices, and shall not during the two years immediately prior to his appointment

have held any office in any Iicensed insurer.

140. Terms and conditions of Insurance Ombudsman.- The terms and

conditions ofthe Insurance Ombudsman shall bc governed under the Act and as revised from

time to time.

Provided that the Insurance Ombudsman shall not have any jurisdiction to investigate

or inquire into any matters which are sub-judice before a court of competent jurisdiction or

tribunal or board in Pakistan on the date ofthe receipt of a complaint, reference or motion by

him.

(2) For the purposcs ofthis section "mal-adm inistration" includes -

Provided also that till such time the Acting Insurance Ombudsman is appointed, the

Wafaqi Mohtasib (Ombudsman) shall act as Insurance Ombudsman and in case the Wafaqi

Mohtasib is absent or unable to perform functions of his office, the Federal Tax Ombudsman

shall act as Insurance Ombudsman

l4l. Jurisdiction, functions and powers of Insurance Ombudsman.- (l) The

Insurance Ombudsman may on a complaint by any aggrieved person undertake any

investigation into any allegation of mal-adm in istralion on the part ofany Iicensed insurer:



(a) a decision, process, recommendation, act of omission or commission

which:

(i) is contrary to lau', rules or regulations or is a departure tiom

established practice or procedure, unlcss it is bona fide and

for valid reasons; or

( ii) IS perverse, arbitrary or unreasonable, unjust, biased,

oppressive. or discriminatory; or

(iii) is based on irrelevant grounds: or

(iu) involves the exercise of powers, or the failure or refusal Io do

so, for corrupt or improper motives, such as, bribery'.
jobbery, favouritism, nepotism and administrative cxcesses;

and

(b) corruption, nepotism, neglect, inattention, inordinate delay,

incompetence, inefficiency and ineptitude in the administration or
discharge of duties and responsibilities.

(3) Notwithstanding an,,thing contained in sub-section (l), the Insurance

Ombudsman shall not accept for investigation any complaint which is brought by or on

behallofa licensed insurer and which relatcs to a contract ofreinsurance.

(4) Notwithstanding anything contained in sub-section (l), the Insurance

Ombudsman shall not accept for investigation any complaint by or on behalfofan employee

of a licensed insurcr concerning any matters relating to the licensed insurer in respect of any

personal grievance relating to his service therein.

(5) For carrying out the objectives of this law and, in particular for ascertaining

the root causes of corrupt practices and injustice, the Insurance Ombudsman may arrange for

studies to bc made or research to be conducted and may recommend appropriate steps for

thcir eradication.

142. Ileference to Insurance Ombudsman by Court.- If at any time during the

pendency of a case, a Court or Tribunal trying a case relating to an insurance company is of
the opinion that the management ofthe licensed insurer has prima facie acted in a mala fide
manner, or in violation of insurance rules and regulations, it may make reference to the

Insurance Ombudsman for inquiring into the matter and passing such order in accordance

with the provisions hereofas he may deem fit:

Provided that the making of a reference shall not prevent the Court or Tribunal liom
dcciding the claim before iI on its merits.



143. Procedure for making complaints.- (1) A complaint shall be made on

solemn affirmation or oath in writing addressed to the Insurance Ombudsman. The complaint
shall sel out the lull particulars oflhe transaction complained of and the name and address of
the complainant.

(2) Prior to making a complaint the complainant shall intimate in writing to the

concerned licensed insurer his intention of filing a complaint and ifthe licensed insurer either

f'ails to respond, or makes a reply which is unsalislactory to the complaint, within a period of
one month, the complainant may file a complaint at any time thereaftcr within a further
period ofthree months:

Provided that the Insurance Ombudsman may, if satisfied that there were reasonable

grounds for the delay in filing the complaint, condone the delay and entertain thc complaint.

(3) 'l'he lnsurance Ombudsman may adopt any procedure as he considers

appropriate for investigating a complaint, and the procedure so adoptcd shall not, in any way,

be inconsistent with the provisions ofthis law and the AcI:

Providcd that he shall not pass any order against a liccnsed insurer without first giving

it a notice and an opportunity to be heard.

(4) Subject to section 142, the Insurance Ombudsman shall not have any powcr to

entertain any complaints if the matter is pending before a Court, Tribunal or other legal

loru m.

(5) Thc Insurance Ombudsman may reject a complaint summarily or he may

acccpt the same or pass any other order he deems fit:

Provided that in each case he shall pass a reasoned order for his decision

(6) The Federal Government may further prescribe rules for the conduct of
proceedings in relation to complaints brought before the Insurance Ombudsman.

144. Recommendations for implcmentation.- (1) In the event the Insutance

Ombudsman comes to the conclusion that the complaint is justified, in part or in whole, he

shall try and facilitate an amicable resolution or settlement by resort to mediation and failing

that communicate his findings to the concerned licensed insurer with the direction -

(a) to reconsider the matter;

to modi! or cancel the earlier decision, action or failure to takc

appropriate action;

(b)



(c) to pay reasonable compensation to the complainant as fixed by the

Insurance Ombudsman;

(d) to take the requisite steps to improve the functioning or efficiency of
the liccnsed insurer; or

(e) to take such other remedial stcps or actions as may be specified by the

lnsurance Ombudsman.

(2) Any liccnsed insurer, or official of a licensed insurer or a complainant

aggrieved by an order passed by the lnsurance Ombudsman, may file a review with the

Insurance Ombudsman or a reprcsentalion before the President under the provisions of the

Act.

(3) Any order-

(a) passed by the Insurance Ombudsman, other than the order passed in
pursuancc of section l3 of thc Act, against which neither any review

application has been filed nor has any representation been filed hefore

the Presidcnt; or

(b) passed by the Insurance Ombudsman in pursuance ofsection 13 ofthe
Act against which no rcpresentation before the President has been filed;
or

(c) passed or a dccision takcn under section 14 ofthe Act,

as the case may be, shall become final and operative and if not implemented shall

render the licensed insurer concerned liable to such action including the imposition of
a penalty as the Commission may deem fit, and in relation to an insurance company

officcr, to the appropriate disciplinary or other proceedings.

(3) Nothing containcd herein shall prevent a complainant from filing a suit against

a licensed insurer_in the cvent his complaint is rejected.

145. Power to call for information.- The Insurance Ombudsman shall have the
power for purposes of disposing a case, to require a licensed insurer_to disclose to hirn any
information subject to the following conditions, namely:-

the Insurance Ombudsman shall make every endeavour to ensure that
insurance confidentiality is maintained as required by insurance larv
and procedure and shalltakc no action which is violative thereol;

(a)



(b) the Insurance Ombudsman may call for any or all such documents

which are relevant or pertinent for purposes oldeciding a complaint:

Provided that he shall not be entitled to call for unrelated

documents which may compromise the licensed insurer's position in

relation to othcr customers:

Provided further that in cases where the lnsurance Ombudsman

is investigating cases of corruption, he shall have a greater latitude in

relation to the inspection ofdocuments; and

(.) in the event of a licensed insurer refusing to furnish information, or
copics of relevant documents, the Insurance Ombudsman may draw

an adverse inference and comment on the samc in his findings.

116. Duties of insurcrs.- (l) An insurer shall at all times co-operate with lhe

Insurance Ombudsman and with any person properly authorized by him, in thc conduct ofan
invcstigation by the Insurancc Ombudsman into a complaint which has been brought before

h im.

(2) An insurcr that obstructs, through its willful act or lailure to act, any

investigation by the Insurance Ombudsman shall be guilty ofan offcnce.

147. Duty and power of the Insurance Ombudsman to report to the

Commission.- (I) Where thc lnsurance Ombudsman has reason to bclicvc during the course

of his investigation into a complaint brought before him, or finds as a result of his

investigation that an insurer has -

(u) failed to comply with this law; or

(b) failed to act in good faith; or

(") acted in such a manner as to bring the insurancc industry into disrepute,

he shall make a report on that matter to the Commission in such manner as the Commission

rnay specifu.

(2) The Insurance Ombudsman may make a report to the Commission on any

mattcr arising from his investigation into a complaint brought before him, in which he deems

it fit or proper to do so.

(3) The Insurancc Ombudsman may, in a report made undcr sub-section (l) or

under sub-section (2), make recommendations as to action to be taken, including without
limitation an investigation by the Commission, or the taking of the requisite steps or legal



proceedings against an insurance company which has acted in violation of insurance laws,

rules, regulations, procedures, or directives ofthc Commission.

f48, Report of Insurance Ombudsman.- (l) The Insurance Ornbudsman shall

prepare and submit to the Federal Governmcnt on or beftrre the 3lst March in every year a

report setting out a review of the activities of his office during tlie preceding year and also

provide a copy of the same to the Commission.

@ The Insurance Ombudsman shall also submit a report or reports to the Federal

Government containing the results of such inquiries as he may be directed to conduct by the

Federal Government from time to time.

(3) All reports submittcd by thc Insurance Ombudsman shall be publishcd and

released to the public unless he directs otherwisc for reasons to be recorded.

PART XVIII
APPOINTMENT OF AT)MI\IST'RA'I'ORS

149. When Administrator for management of insurancc business may be

appointed.- (l) If at any time the Commission has reason to bclicve that an insurer carrying

on insurance business is acting in a manner likely to be prejudicial to the interest of holders

of insurance policies it may, after giving an opportunity to the insurer to be heard, appoint an

Administrator to manage the aflairs of thc insurer under the direction and control of the

Commission.

(2) The Administrator shall rcceive such remuneration as the Commission may

specifr and the Commission may at any time cancel the appointment and appoint some other
person as Administrator.

(3) The management ofthe business ofthe insurer shall as on and after the date of
appointment of the Administrator vest in such Administrator but except with the leave of the

Commission the Administrator shall not issue any further policics.

(4) As on and after the date of appointment of thc Administrator any person

vested with any such management immediately prior to that date shall be divested of that
management.

(5) The Commission may issue such directions to thr: Administrator as to his
powers and duties as the Commission deems desirable in the circumstances of the case, and

the Administrator rnay apply to the Commission at any time for instructions as to the manner
in which he shall conduct the management of the business of the insurer or in relation to any
matter arising in the course of such management.



(a) the transfer ofthe business ofthe insurer to some other insurer;

(b) the carrying on of its business by the insurer (in case of life insurancc

business whether with the policies of the business continued for the

original sum insured with the addition of the bonuses that attach to

the policies or for reduced amounts);

(c) the winding up ofbusiness ofthe insurer; or

(d) such other course as hc deems advisable

(2) On thc filing of the report with the Commission, the Commission may take

such action. not inconsistent with the other provisions of this Act, as it thinks fit for

promoting thc intcrcst ol the holders of insurancc policies in general.

(3) Any order passed by the Commission under sub-section (2) shall be binding

on all persons concerncd, and shall have ellect notwithstanding any,thing in the Memorandum

or Articles ol'Association ofthe insurer, if a company.

151. Powers of Administrator rcspecting property liable to attachment undcr
section 178.- (l) ll'the Adrninistrator is satisfied that any person has rendered himself liable

to be proceeded against under section 160, he may, pending the institution of proceedings

against such person under that scction, by order in writing prohibit him or any other person

from translerring or othcrwisc disposing of any prope(y which, in thc opinion of thc

Administrator, would bc liable to attachment in proceedings under that section.

(2) Any person aggrieved by an order made by the Administrator under sub-

section (l) may, within fourteen days from the date on which the order is served on him,

appeal against such order to the Tribunal.

(3) An order made by the Administrator under sub-section (l) shall, subject to any

order made by thc Tribunal on appeal, be in force for a period of three months from the date

of the order unless before the expiry of the said period, an application is made under sub-

section (1) of section 178 to the Court competent to exercise jurisdiction under that sub-

section, and when such an application is made, the order shall, subject to any order made by

the Court, continue in force as if it were an order of attachment made by that Court in
proceedings under that section.

150. Powers and dutics of the Administrator.- (l) 'fhe Administrator shall
conduct the managcmcnt of the business of thc insurer with the grcatest economy compatible
with elficiency and shall, as soon as may be possible, file with the Commission a report

stating his opinion as to which of the following courses is in the circumstances most

advantageous to the gcneral interest of the holders of insurance policies-



(4) An order made by the Adrninistralor under this section shall

(a) in the case of an order aflbcting a corporation or firm, be

manner provided for the service of summons in rule 2 of
or rule 3 of the Order XXX, as the case may be, in the Firs

the Code of Civil Procedure, 1908 (Act V of 1908), and

(b) in the case of an order alfecting a person not being a

firm, be served on such person,

(i) personally. by delivering or tendering to him thc o

( ii) by post, or

(iiD where the person cannot be found. by lcaving a

ordcr with somc adult nralc nrcmbcr of his farnily
such copy to some conspicuous part ofthe premisc

is known to have last resided or carried on

personally worked for gains, and every such order
published in thc olficial Gazctte.

(5) If any question arises whether a person was duly scrved with
sub-section (4) the publication of the ordcr in thc ollicial Cazctlc shall be co

that the order was so served, and a failure to comply with the provisions of
clause (b) ofsub-section (4) shall not affect the validity ofthe order.

(6) Notwithstanding an).thing contained in this section. any propcrty

which an order has been made by the Administrator may. r.r,ith the prcvious

Administrator and subject to such terms and conditions as he may impose, be

otherwise disposed ofl

(7) Notwithstanding an).thing contained in any other law for the t
force, the transfer or other disposition of any property in contravention of any o
the Administrator under this section or of any terms and conditions imposed by
void.

(8) For thc purpose ofenabling him to form an opinion as to wheth
would be liable to attachment in proceedings under section 178 or lbr the pu

him to insl.itute proccedings under that scction, the Adtninistrator rnay require
fumish information on such points or matters as, in the opinion of the Admi
relevant ftrr the purpose, and any person so required shall be deerned to be le
furnish such information within the meaning of section 1 76 of the Pakistan Pe

XLV of I 1160).
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(9) The Administrator shall have all the powers ofa civil court under the Code of
Civil Procedure, 1908 (Act V of 1908), while trying a suit in rcspect ofthe following matters,
namely:-

(a) summoning and enforcing the attendance of witnesses and examining

them on oath;

(b) requiring the production ofdocuments; and

(c) receiving evidence on affidavits,

and any proceeding bcfore the Administrator under this section shall be deemed to be a

judicial proceeding within the meaning of section 193 and 228 of the Pakistan Penal Code

(Act XLV of 1860).

(10) Save as provided in this section or in section 178, and notwithstanding
anything contained in any other law lor the time being in force

(a) no suit or other lcgal procccding shall lie in any Court to set aside or

modify any ordcr of thc Administrator or the Federal Government
made under this scction; and

(b) no Court shall pass any decree, grant any injunction or make any other

order which shall have thc effect of nullifying or affecting in any way

any such ordcr.

152. Cancellation of contracts and agreemcnt.- The Administrator may, at any

time during the continuance of his appointment with respect to any insurcr and after giving an

opportunity to the persons concerned to be hcard. cancel or vary (either unconditionally or

subject to such conditions as he thinks fit to impose) any contract or agreement (other than a
policy) between the insurer and any other pcrson which the Administrator is satisfied is

prejudicial to thc interests ofholders of insurance policies.

153. Termination of appointment of Administrator.- If at any time it appears to

the Commission that the purpose of the order appointing the Administrator has been fulfilled
or that for any reason it is undesirable that the order of appointment should remain in force,

the Commission may cancel the order and thereupon the Administrator shall be divested of
the management of the insurance business which shall, unless otherwise directed by the

Commission, again vest in the person in whom it was vested immediately prior to the date of
appointment of the Administrator.

154. Finality of dccision of appointing Administrator.- Any order or decision of
the Commission made in pursuance ofsection 149 or section 153 shall be final and shall not

be callcd in question in any Court or Tribunal.



155. Penalty for withholding document or propcrty from Administrator.- If
any tlrrectirr or o cer o c lnsurer lra

any books of account, registers or any other documents in his custody relating to the business

of the insurer the management of which has vested in the Administrator- or retains any

property of such insurer, he shall be punishable with imprisonment which may extcnd to six

months. or with fine which may extend to one rnillion rupees, or with both.

(2) No suit or other legal proceeding shall lie against thc Commission hrr anv

damage caused or likely to be caused by anything which is in good laith done or intcndcd t()

be done uncler section 149, section 150 or scction 153.

PART XIX
WINDING UP

157. Winding up by the Court.- (l) The Court may order the rvinding up il
accordance with the Companies Act,20l7 (XIX of2017), ofany insurance company and thc

provisions ofthat Act shall, subject to the provisions of this Act, apply accordingly.

(2) The Court may, provided that it is satisfied that such order is in the intercsts of
the policy holders ofthe company, order the winding up ofan insurance company:

(u) on the grounds set out in section 301 ofthe Companies Act, 2017 (XIX
of7017), but subject always to the provisions ofthis Act;

(b) if with the sanction of the Court previously obtained a petition in this

behalf is presented by shareholders not less in number than one-tenth

of the whole body of shareholders and holding not less than one-tenth

of the whole share capital or by not less than fifty policy holders

holding participating policies of life insurance other than paid up

policies, that have been in force for not less than three years and have

a total sum insured, including bonuses added to the sum assured of
not less than fifty million rupees; or

if the Comrnission, who is hereby authorised to do so, applies in this
behalfto the Court on any ofthe following grounds, namely:-

(i) that the company having failed to comply with any requircment
of this Act has continued such failure or having

(c)

156. Protection of action taken under sections 149 to 153.- (1) No suit,

prosccutiorr or other legal proceeding shall lie against an Adminislrator for anything which is

in good laith done or intended to be done in pursuance ofsection 1,19, section 150. scction

15 I or section 152.



(ii) that it appears from the retums furnished under the provisions

of this Act, or lrom thc results of any investigation made

thcrcunder, or lrom a report made by any Administrator
appointed thereunder that the company is unablc to meet its

obligations;

(iii) that th€ continuance of the company is prejudicial to the

intcrests ofthe policy holders-;

(iv) the company or its intermediarics are carrying on business

which is detrimental to the policy holdcrs; or

(v) the license ofthe insurer has bccn revoked.

(3) An insurance company in respect of which a winding up order is made shall

immediately cease to enter into new contracts of insurancc, whether in life or non-life
insurance.

(4) All contracts of non-life insurance issued by an insurer rvhich are in force at

the date of an order for thc winding up ol the insurer, shall stand cancclled as at the date of
the order or at such later date as may bc specified in the ordcr.

158. Voluntary winding up.- Nonvithstanding anything contained in the

Companies Acq 2017 (XIX of 2017), an insurance company shall not be wound up

voluntarily unless it has first transferred or otherwise madc provision for the settlement of its
liabilities incurred under insurance contracts. and its license has bccn revoked.

159. Court may order continuation of life insurance business.- (l) The

liquidator ol an insurer carrying on life insurancc shall, if the Courl so orders, carry on the

life insurance business, or the life insurance business carricd on in any one or more statutory

funds, of thc insurer with a view to its being transfcrred as a going concern to another insurer

(being a company) licensed under this Act, whether an existing company or a company

formed for that purpose.

(2) If an order is given under sub-section (l), and has not been revoked, each

statutory fund to which the order applies shall be considered for the purposes of the

liquidation to constitute a single asset of the insurer, and no assets of any such statutory fund

shall be applied in the winding up of the insurcr, neither shall any liabilities of any such

statutory fund share in any distribution ofassets upon winding up.

contravened any provision of this Act has continued such

contravention lor a period of three months after notice of
such failure or contravcntion has been conveyed to the

company by tho Commission;



(3) ln carrying on thc life insurance business in any statutory fund ofan insurer in

accordance with an ordcr of a Court under sub-section (1), the liquidator may, subject to thc

provisions of this Act. agree to the variation ol any contracts of insurance in cxistencc when

the winding up order is madc but shall not effect any new contracts ol insurancc.

160. Court may appoint special manager of life insurance business.- (l) ll the

liquidator of a life insurer is satisfied that the interests of policyholders require the

appointment of a special manager of the insurer's life insurance business, he may make

application to the Court to appoint a special manager.

(2) Thc Court may, on an application made under sub-section (1), appoint a

special manager of the insurcr's life insurance business to act during such time as the Court
may direct. with such powers, including any of the powers of a receiver or manager. as may

be cntrusted to hinr b1 the Coun.

16l. Court may appoint independent actuary.- (1) The Court may, on thc

application of the Iiquidator, of a special manager appointed under section 160 or of the

Commission, appoint an actuary (not being the insurer's appointed actuary at any time during

the fivc years prior to thc insurer cntering into liquidation) to investigate the life insurance

business ol'the insurer according to such scope as the Court shall direct, bul including
without Iinritation:

(a) the dcsirability or otherwise ofthat business being continued; and

(b) any reduction in the contracts made in the course of carrying on that

business that may be necessary for its successful continuation.

(2) An actuary appointed under sub-section (1) shall report to the liquidator, the

special manager or to the Court and within such time as the Court may direct, on any

investigation conductcd by the actuary pursuant to this section.

162. Powcrs of Court to reduce contracts of life insurance.- (1) Where an

insurer is in liquidation, the Court may make an order reducing the amount of the insurance

contracts of the insurer upon such terms and subject to such conditions as the Courl believes
to be in the interests ofthe policy holders of the insurer.

(2) This section applies also to the business of a statutory fund of a life insurer
which is being carricd on by a liquidator pursuant to an order made by the Courl under
section 159.

(3) An application for an order under this section may be made either by the
liquidator, or by or on behalfofthe company or by a policy holder, or by the Commission;



and the Commission and any person whom the Court thinks likely to be affected shall be

entitled to be heard on any such application.

163. Commission empowered to apply for directions.- (1) 1'he Commission may

apply to the Court for directions regarding any matter arising in conncction with or upon thc

winding-up of an insurer.

(2) Before making an application under sub-section (l), the Commission shall

give the liquidator and the special manager (if any) written notice of that proposed

application, including details of the proposed application.

(3) 'fhe liquidator and the special manager shall be entitlcd to be heard on the

application.

164. Commission entitled to notice and hcaring.- (1) Ilefore making an

application to the Court in relation to a matter arising in conncction with or upon the

winding-up of an insurer, a liquidator or a special manager shall give thc Commission not

less than fifteen days writt€n notice of that proposed application, including details of the

proposed application.

165. Commission entitled to obtain information.- (l) The Commission may in
writing request a liquidator or a special manager to provide such information as thc

Commission may deem necessary, in relation to the winding up of an insurcr.

(2) The liquidator or special managcr shall comply *'ith the requcsl rvithin fifteen
days or, such further period as the Commission shall, on application madc to it lor cxtcnsion

of time lor providing such information, grant.

166. Dctermination ofinsurancc liabilities.- (l) This section shall not apply to the

life insurance business of a statutory fund of a life insurer in respect of rvhich an order has

been made by the Court under section 159 to continue that business, and that order has not

been revoked.

(2) ln thc rvinding up ofan insurer the liquidator shall -

(a) by examination of the books and records of the insurcr, identily
persons appearing by those books and records to be entitled to or

interested in the policies granted by the insurcr

determine the value of the liability of the insurer to each such person;

and

(b)

(2) 'l'he Commission shall be entitled to be heard on the application.



(c) give notice ol such value to those pcrsons in such manner as the Court

may direct.

(3) A determination under clause (b) of sub-section (2) shall be made in

accordance with the directions ofthe Court.

(4) In giving directions under sub-section (3) the Court shall, and in making the

determination under the clause (b) of sub-section (2) the liquidator shall have regard to -

(a) the surrender valuc of life insurance contracts;

(b) the amount of surplus, if any. that has been allocated for the benefit of
participating lifc insurance policyholders; and

(c) the premium paid. the pattern of risk and the length of the unexpired
porlion ol- contracts olnon-life insurance.

(5) Any person to whom notice is given under clause (c) of sub-section (2) shall

be bound by the value stated in that notice unlcss he gives notice of his intention to dispute

such value in such manner and within such time as may be specified by applicable rules and

failing which by an order ofthe Court.

167. Application of statutory fund assets.- (f) This section, other than sub-

sections (6) and (7), does not apply to a statutory fund of a life insurer in respect of which an

order has been made under section 159 to continuc the lile insurance business of that

statutory frrnd, and that order has not been revoked.

(2) In the winding up of an insurance company carrying on life insurance

business, the assets and the liabilities of cach statutory fund of the insurer shall be ascertained

separately from the value of the assets and liabilities of each other statutory fund or of the

shareholders' fund.

(3) Subject to this section, in the winding-up of a life insurer, the assets of a

statutory fund shall first be applied in accordance with section 390 of the Companies Act,
2017 (XIX of2017) in discharging preferential payments given priority under that section.

(4) Sub-section (3) shall have eflect only to the extenf that creditors of the

company rvhich have statutory preference under scction 390 of the Companies Act,2017
(XIX of20l7), in respect ofliabilities which are liabilities that are referable to the business of
the statutorv fund.

(5) If any assets of the statutory fund remain afler the application of subsection
(3), the assets shall be applicd according to the following rules, namely:-



(a) the assets shall be applied first in discharge of policy liabilities of the

insurer referable to the statutory fund;

(b) if any assets remain, they shall be applied in discharge of other

liabilities that are referable to the business ofthe statutory fund;

(c) if, after the application of assets according to clauses (a) and (b), any

assets of the statutory lund remain, those assets are to be applied in

such manner as the Court directs;

(d) directions given for the purpose ofclause (c) are to be such directions

as thc Court considers equitable, having regard in decreasing ordcr of
preference to:

(i) the interests of the holders of policies referable to the statutor)'

fund;

(ii) the interests of the holders of policies referable to statutory

funds of the insurer other than the statutory fund;

(iiD the interests of creditors ofthe company other than creditors of
the statutory fund whose debts have not been discharged by the

application ofassets according to clause (b); and

(iv) the interests ofshareholders ofthe company.

(6) Ifa liability ofthe company-

(a) is referable to two or more statutory funds (including a statutory fund

or funds referred to in sub-section ( I )); or

(b) is referable in part to a statutory fund or statutory funds (including in

both cases a statutory fund referred to in sub-section (l)) but is also

rclated to the shareholders' fund;

(c) the liquidator may apportion the liability so as to determine the part of
the liability that is to be borne by each ofthe statutory funds or by the

statutory fund or funds and the shareholder's fund, as the case may be

on a fair and equitable basis.

(7) In making an apportionment under sub-section (6), the liquidator shall cornply

with any diree tions of the Court.



(8) The part ofthc amount so determined in relation to a statutory fund is to be

treated as a liability ofthe insurer that is referablc to the business ofthe fund.

f68. Winding up secondary companies.- (1) Where the insurance business or any

part of the insurance business of an insurancc companv has been transferred to another

insurancc company under an arrangement in pursuance of which the first mentioned company

(in this section referred to as the secondary company) or the creditors thcrcof has or have

claims against the company to which such transfer was made (in this section referred to as the

principal company) then, if the principal company is heing wound up by or under the

supervision of the Court, the Court shall (subject as hereinafler mentioned) order the

secondary company to be wound up in conjunction with the principal company and may be

the same or any subsequent order appoint the same person to be liquidator for the two

companies and make provision for such other matters as may seem to the Court necessary

with a vielv to the companies being wound up as ifthey werc one company.

(2) The commencement ofthc winding up ofthe principal company shall, save as

otherwise ordered by the Court, be the commencement of thc winding up oI the secondary

conrpany.

(3) In adjusting the rights and liabilities ofthe members ofthc several companies

among themselves the Court shall have regard to thc constitution ol thc companies and to the

arrangements entered into between thc companies in the same manner as the Court has regard

to the rights and liabilities of different classes of contributories in the case of the winding up

ola single company or as near thereto as circumstances adrnit.

(4) Where any company alleged to be secondary is not in process ofbeing wound

up at the same time as the principal company to which it is alleged to be secondary, the Court

shall not direct the secondary company to be wound up, unless, after hearing all objections (if
any) that may be urged by or on behalfofthe company.against its being wound up, the Court
is ofopinion that the company is secondary to the principal company and that the winding up

olthe company in conjunction with the principal company isjust and equitable.

(5) An application may be made in relation to the winding up of any secondary

company in conjunction with the principal company by any creditor of, or person interested

in, the principal or secondary company.

(6) Where a company stands in the relation of a principal company to one

insurance company and in the relation of a secondary company to some other insurance

company or where there are several insurance companies standing in the relation of
secondary companies to one principal companyJ the Court may deal with any number ofsuch
companies together or in separate groups as it thinks most expedient upon the principle laid
down in this section.



169. Return of dcposits.- In the winding up of an insurer the liquidator shall apply
to the Court for an order for the return of the deposit made by the insurer under section 28

and the Court shall on such application ordcr a return of the deposit subjcct to such terms and

conditions as it shall direct:

Provided that in the case of a deposit rnade under section 28 which by virtue of this
Act is deemed to be an asset of a statutory fund in respect of which an order has been made

under section 145 to continue the life insurance business oithat statutory fund and that order

has not been revoked, the Court shall not ordcr the return ofthat deposit.

PAII'I XX
OFFE,NCES AND PENALTIES

170. Penalty for default in complying with, or acting in contravention of this
Act.- (l) Except as otherwise provided in this Act, any person who knowingly makes default

in complying with or acts in contravention of any requirement of this Act, or rules or
regulations or any direction made by thc Commission, and any director, or other officer of
such person, who is knowingly a party to the default, shall be punishable by the Commission
with penalty which may extend to fifty million rupees and, in the case of a continuing
default, with an additional penalty rvhich may extend to hundred thousand rupees for every

day during which the default continues.

(2) Notwithstanding anl.thing contained in sub-section (1), the Commission may

impose an additional penalty, not exceeding ths amount ofactual loss caused if the person, or
its directors or oificers, has fhiled to comply with any provision of this Act or rules or

regulations made under this Act or dircction given by the Commission under this Act and the

non-compliance has resulted in a loss to any other person.

17l. Penalty for transacting insurance busincss in contravention of scctions 5,

6 and 28.- (l) Any insurer or any person acting on behalf of an insurer, who carries on any

class of insurance busincss in contravention of any of the provisions of sections 5, 6 and 28,

or does any one or more of the acts constituting the business of insurance in relation to any

insurance business carried on in contravention of any of the said sections shall be punishable

with fine which may extend to two million rupees.

(2) Any pcrson knowingly taking out a policy of insurance with any insurer or
person guilty of an offence under sub-scction (l) shall be punishable with fine which may

extend to five hundred thousand rupecs.:

172. Penalty for false statement in document.- Except as otherwise provided in

this Act, whoever, in any return, report, certificate, balance-sheet or other document, required

by or for the purposes of any of the provisions of this Act, willfully makes a statement falsc

in any material particular, knowing it to be false, shall be punishable by the Commission with
fine which may extend to one million rupees.



173. Penalty for not providing information.- Any person who is directed by the

Commission to provide information under section 62 and rvho willfully does not provide such

information or conceals a part of the information, within the specified time shall be

punishablc by thc Commission with penalty rvhich ma1, extend to five hundred thousand

rupees.

174, Power of Court, etc. trying offences under Act to direct compliance with
thc provisions.- The Court, the Commission, or other ottcer trying an offence lor a default
in compliance with any provisions or requirernents of this Act may, at any time during the
pcndency of the trial or at the time of passing final order, direct, without prejudice to any

liability, any officer, auditor, actuary or employee ofthe insurer or any officer ofan insurance

intermediary in rcspect of which the default has been committed to cornply with the said

provisions or requirements within such time as may be specified in the order.

775. Sanctions for contravention.- The Commission may in addition to the

pcnalties provided under this Part in respect of an insurer or intennediary as it deems fil,-

(a) issue a warning;

(b) restrict such person from whole or partial business activity;

(c) prohibit such person from entering certain insurance products;

(d) suspend or cancel the liccnsc of insurer; and

(e) suspend or revoke the license ofthe market intermediary.

776. Procedural requirements for exercisc of powers.- No penalty shall be

imposed by the Commission on an insurer or an insurance intermediary under this Part
without first giving the person in respect of whom the power is to be exercised a rcasonable

oppofunitv of being heard.

177. Wrongfully obtaining or withholding property.- Any director, or other
olficer or employee of an insurer who wrongfully obtains possession of any property of the
insurer or having any such property in his possession wrongfully withholds it or wilfully
applies it to purposes other than those expressed or authorised by this Act, shall, on the
complaint ofthe Commission made after giving the insurer not less than fifteen days" notice
of its intention, or on the complaint of the insurer or any member or any policy holder
thereof, be punishable with fine which may extend to one million rupees and may be ordered
by the Court trying the offence to deliver up or refund within a timc to be fixed by the Court
any such property improperly obtained or wrongfully withheld or wilfully misapplied and in
default to suffer irnprisonrncnt for a period not exceeding two ycars.



(2) For thc purposes of this section, propcrty of a life insurance statutory lund
maintained by an insurer is propeny ofthat insurer.

178, I'oryer of Tribunal to order restoration of property of insurer or
comp€nsation in certain cases. - (1) 11, on thc application of the Commission or an

Administrator appointed under section 149 or an insurer or any policy holder or any member
of an insurance company or the liquidator of an insurance company (in the event of the

insurance company being in liquidation). the Tribunal is satisfied:

(i) has misapplied or retained or become liable or become

accountable for any money or properly of the insurer; or

(ii) has been guilty ofany misleasance or breach oftrust in relation

to thc insurer: or

(b) that any person, r.vhether he is or has been in any way connected with
the affairs of thc insurer or not, is in wrongful possession of any

money or property of the insurcr or having any such money or
properly in his possession wrongfully withholds it or has convcrted it
to any use olher lhan that ol'the insurer.

the Tribunal may examine any such insurer, director, managing agent, manager,

secretary or liquidator or any such officer, employee or agcnt of the insurer or such other
person, as the case may be, and may compel him to contribute such sums to the assets ofthe
insurer by way of compensation in respect of the misapplication, retainer, misfeasance or

breach oftrust as the Tribunal thinks fit, or to pay such sum as may be found due from him in

respect of any money or property of the insurer for which he is liable or accountable or to
restore any money or property of the insurer or any part thereof, as the case may be; and the

Tribunal shall have power to order the payment of damages at such rate and from such time
as specified in section 118 or as thc Tribunal may otherwise deem fit.

(2) Without prejudice to the provisions contained in sub-section (1) or sub-section

(3), where it is proved that any money or property of an insurer has disappeared or has been

lost, the Tribunal shall presume that every person in charge of, or having a disposing power

over, such money or property at the relevant time (whether a director, manager, chief
executive or any other officer) has become accountable for such money or property within the

meaning ol sub-clause (i) ol clause (a) of sub-scction (l), and the provisions of that sub-

section shall apply accordingly, unless such person demonstrates to the satisfaction of thc

(a) that any insurer (including in any case where the insurer is an

insurance company any person who has taken parl in the promotion or
formation of the insurance company or any past or present director,

managing agent, manager. secretary or liquidator) or any officer,
employee or agent ofthe insurer, -



Tribunal that the rnoney or property has been utilised or disposed of in the ordinary coursc of
the business of thc insurer and for thc purpose ofthat business and in accordance with the

provisions of this Act. or that he took all reasonable steps to prevent the disappearance or loss

of such money or property or otherwisc satisfactorily accounts for such disappearance or loss.

(3) Where the insurer is an insurance company and any of the acts referred to in
clauses (a) or (b) of sub-section ( I ) has been committed by any person, every person who was

at the relevant time a director, managing agent, manager, Iiquidator, secretary or other officer
of the insurancc company shall, for the purposes of that sub-section be deemed to be liable

for that act in the same manner and to the sarhe extent as the person who has committed the

act. unless he proves that act was committed without his consent or connivance and was not

facilitated by any neglcct or omission on his part.

(4) For the purposes of this section, money or property of an insurer includes
money or property ofa life insurance statutory fund maintained by that insurer, and any sum

paid to or money or property restored to or liquidated damages paid to an insurcr in
accordance with sub-scction (l) which relate to the money or property ofa statutory fund
shall be applicd to that statutory fund.

(5) Whcrc at any stage of thc procecdings against any person under this section
(hcrcinalier referrcd to as the delinqucnt), the Tribunal is satisfied by affidavit or othcrwisc:-

(a) that a prirna facie case has been made out against the dclinquent; and

(b) thal it is just and proper so to do in the interest of the policy holders of
an insurer or of thc members of an insurance company, the Tribunal
may direct the attachment of-

(i) any property ofthe insurer in the possession ofthe delinquent;

(ii) any property of the delinquent which belongs to him or is

deemed to belong to him within the meaning of sub-section

(6); or

(iiD any propedy transferred by the delinquent within two years

before the commencement of proceedings under sub-section

(l) or during the pendency of such proceedings, if the

Tribunal is satisfied by affidavit or otherwise that the transfer
was otherwise than in good faith and for consideration.

(6) For the purposes of sub-section (5), the following classes of properry shall be
deemed to belong to a delinquent,-



(a) any property standing in the name of any person which by reason of the

person being connected with the delinquent, whcther by way of
relationship or otherwise, or on account of any other relevant
circumstances appears to belong to the dclinquent;

(b) the property ofa private company in respcct olthe affairs of which the

delinquent, by himself or through his nominees, relatives, partners or
persons interested in any shares of the company is able to exercise or is

entitled to acquire control, whelher dircct or indirect.

Explanation.- For the purposes of this section a pcrson shall be deemed to be a
nominee of a delinquent, if, whether directly or indirectly, hc possesscs on behalf of the

delinquent, or may be required to exercise on the direction or on behalf of the delinquent, any

right or power which is of such a nature as to enable the delinquent to cxercise or to cntitle
the delinquent to acquire control over the company's alfairs.

(7) Any claim to any property attached under this section or any objection to such

attachment shall be made by an application to the Tribunal and it shall be fbr the claimant or

objector to adduce evidence to show that the property is not liable to attachment under this

section, and the 'l'ribunal shall proceed to investigate the claim or objection in a summary

manner.

(9) In any proceedings under this section the Tribunal shall havc full powers and

exclusive jurisdiction to decide all questions of any nature whatsoever arising thereunder and

in particular, with respect to any property attachcd under this section and no other Tribunal
shall have jurisdiction to decide any such question in any suit or other legal proceeding.

( l0) In making any order with respect to the disposal ofthe property of any private

company referred to in clause (b) of sub-section (6), the Tribunal shall have due regard to the

interests of all pcrsons interested in such property other than the delinquent and persons

referred to in that clause-

(ll) This section shall apply notwithstanding that the act is one for which the

person concerned may be criminally liable.

(12) In proceedings under this section the Tribunal shall have all the powers which
a Court has under section 403 ofthe Companies Act, 2017 (XIX of2017).

(8) When disposing of an application under sub-scction (l), the Tribunal shall,

after giving all persons who appear to it to be interestcd in any property attached under this

section an opportunity of being heard, make such ordcr as it thinks fit respecting the disposal

ofany such propcrty for the purpose of cffectively cnforcing any liability under this section,

and all such persons shall be deemed to be parties to the proceedings under this section.



(ll) Thc Tribunal entitled to exercise jurisdiction under this section shall be the

Tribunal within whose jurisdiction thc registcred olfice ofthe insurcr is situated.

(14) A Tribunal may, with the approval of the High Court exercising territorial
jurisdiction over it, make rules providing for-

(u) the manner in which enquiries and proceedings may be held undcr this

section; and

(b) any other matter fbr which provision has to be made for enabling the

Tribunal effectivcly to exercise its jurisdiction under this section.

179. Noticc to Commission and hearing.- (1) When application is made to the

Tribunal for the making of any order to which this section applies the Tribunal sha[], unless

the Commission has itself made the application or has been made a party thereto, send a copy

of the application togcther rvith intimation of the date fixed for thc hearing thereof to the

Commission. and shall give the Cornmission an opportunity of bcing heard.

(2) 'l'he orders to which this section applics are the following namcly,-

(a) an order for the attachment in execution of a decree of any deposit

made under section 28:

(b) an ordcr undcr section I 69 for the rcturn of any such deposit;

(c) an order under section 73 sanctioning any arrangement for the transfer

or amalgamation ol lifc insurance business or any order consequential

thereon; and

(d) an order for the winding up ofan insurance company.

180. Previous sanction of Commission for institution of proceedings.- (1)

Except where proceedings are instituted by the Commission no proceedings under this Act
against an insurer or any director, manager or other o{Ticer of an insurer shall be instituted by

any person unless he has previous thereto obtained the sanction of the Commission (which
shall not unreasonably be withheld) to the institution ofsuch proceedings.

(2) Where the proceedings are not initialed by the Commission or the

Commission has not been madc a party, the Tribunal shall before proceeding further in the
matter give notice to the Commission and shall not proceed to hear and decide the matter
without giving the Commission the oppofiunity of participating in the proceedings and being
heard.



l8l. Power of Court to grant rclief.- If in any proceedings, civil or criminal. it
appcars to thc Court or the Tribunal hearing the case that a person is or may be liablc in

respect of ncgligence, dcfault, breach ofduty or breach oftrust but that he has acted honestly

and reasonably and that having regard to all the circumstances of the case hc ought fairly to

bc excused lor the ncgligence, default, brcach ol'duty or breach of trust, the Court or the

Tribunal may rclieve him either wholly or partly lrom his liability on such terms as it may

think fit.

PART XXI
MISCELLAi\IEOUS

182. Service of notices,- (l) Any process or notice required to be scrved on an

insurcr shall bc suffrciently served if addressed to any person registered with the Commission

as a pcrson authorised to accept notices on behalf of the insurer and left at, or scnt by

registcred post to, the address of such person as registered with the Commission.

(2) Any notice or other document which is by this Act required to be sent to any

policy holder may be addressed and sent to the person to whom notices respecting such

policy are usually sent and any notice so addressed and sent shall be deemed to be notice to

be holder of such policy:

Provided that, where any person claiming to be interested in a policy as transferce,

assignce or nominee has given to an insurer notice in writing of his interest, any notice which

is by this Act required to be sent to policy holders shall also be sent to such pcrson at the

address spccified by him in his notice.

183. Insurance of interests in Pakistan.- (l) The Commission may make

regulations. not inconsistent with this Act, imposing conditions on the ability ofany person to

insure outside Pakistan any risk or part thereof in respect of any property or intcrests which

are located in Pakistan at the time the insurance is effected.

(2) The Commission may make regulations, not inconsistent with this Act,

imposing conditions on the ability ofany insurer to issue life insurance policies denominated

in currencies other than the Pakistan Rupee, subject to approval ofthe State Bank ofPakistan,

to persons who are citizens of Pakistan and resident in Pakistan at the time the insurance is

effected.

184. Insurance of public property.- (1) This section applies to direct non-life

insurance of public property.

(2\ ln this section -

(a) "Company" means the National Insurance Company Limited;



(b) "public propen) " mcans:

(i) any propertv! rnovable or irnmovable, which belongs to, or the

safety of which is the legal responsibility o1, -

(A) the Federal Government, a Provincial Government or a
local authority or statutory corporation: or

(B) any company, firm, undertaking, institution,

organisation or other establishment which is managed

or controlled b1 the Federal or a Provincial

Government or local authority or statutory

corporation or in u'hich such Government, by itselfor
jointly with a local authority or corporation or
compan) managed or controlled by it, holds a
controlling llnancial share or intercst or which is
specificd by the Federal Government for the purposes

of th is clause: and

(ii) a project flnanced out of an external loan, or with external aid

until iI rcaches:

(A) in the case of an industrial project, the stage at which it
is capable of commencing normal production; and

(B) in the case of any othcr project, the stage at which it is
capable of being put 10 the use for which it is intended;

and

(c) "statutory corporation" means a body corporate, other than a company,

established or set up by the Federal Government or a Provincial

Govemment in pursuance of any law.

(3) All insurance business relating to any public property, or to any risk or
liability appertaining to any public property, shall be placed with the Company or any other

licensed insurer subject to such terms and conditions as may be prescribed by the Federal

Government.

(4) The Federal Government may through notification in the official Gazette

specify a class or such classes of public properry', the insurance business of which shall only
be placed with the Company:

Provided that if the Company declares in writing that it is not able, by virtue of the
opcration of a provision of this Act or for any other reason, to enter into a contract of



?

insurance for such class or classes of public property, notified by the Federal Government
under this sub-section, the property or liability which is the subject of that proposed contract

of insurancc shall be exernpted to the extent of the insurance proposed to be obtained by
mcans ofthat contract of insurance.

(5) -['hc Company shall, as pcr its memorandum ofassociation, engage in business

related to insurance ol'public property and in business related to insurance of risks other than

public property risks.

(6) -fhe 
I'-ederal Government may, by notification in the official Gazette, make

rules not inconsistent with the provisions of this Ac! for carrying out the purposes of this

section.

(7) Rules. rcgulations and notifications, made under the authority of the National

Insurance Corporation Act 1976 (XXIII of 1976)for the purposes ofsection l0 ofthat Act
and in forcc at thc colnmencement date of the said Act, shall be deemed to have been madc

under the provisions of thc preceding sub-section and shall apply mutatis mutandis except in

so lar as and to thc extcnt that thcy conflict with the provisions ofthis Act.

(8) Ihc provisions ol sub-section (4), shall have effect until the earliest of thc

following dates:

(a) the elfective date of a notification by the Federal Government in the

olflcial Gazette that this sub-section no longer has effect;

(b) thc efI'cctivc date of a direction by the Commission to the Company to

ccase enterinS into new contracts of insurance; and

(c) thc elfective date at which the Federal Government ceases to hold a

controlling orvnership interest in the Company.

185. Compliancc with the requirements of international jurisdictions.-_( I )

Where an insurer undertakes insurance business outside Pakistan, it shall ensure compliance

with the larvs applicable to it under that jurisdiction.

(2) Every insurer shall prior to undertaking insurance business in any jurisdiction

outside Pakistan, apply before the Commission for its approval and the application so made

shall be made in such manner and form as may specified and shall be accompanied by such

documents as may be specified.

(3) Every insurer to which this section applies shall disclose compliance with the

provisions of sub-scction ( 1) above in the statements and returns fumished by it under section

46:



Provided that the requirement of this section shall not be applicable on insurance of
risks situated outsidc Pakistan but underwritten within Pakistan.

186. Power to make rules.- The Commission, with the prior approval of thc

Federal Government, may make rules to carry out the purposes ofthis Act:

Provided that the power to make rules confened by this section shall be subject to the

condition of previous publication and belore making rules the draft thereof may be published

in the manner considered most appropriate by the Commission for eliciting public opinion
thereon within a pcriod ofnot less than fifteen days from the date o[ publication.

Provided further that where the existing rules made by the Federal Government are

being re-notified as regulations without any change to the rules the condition of previous

publication for eliciting public opinion shall not be applicable.

187. .Power to make regulations.- (1) The Comrnission may, by notification in the

olficial Gazette, make such regulations not inconsistent u,ith provisions of this Act and the

rules made thereunder as are necessary to carry out the purposes of this Act and for incidental

and connected matters:

Provided that the power to make regulations conferred by this section shall be subject

to the condition of previous publication and before making any regulations the draft thereof
may be published in the manner considered most appropriate by the Commission for eliciting
public opinion thereon within a period of not less than fifteen days from the date of
publication.

(2) Without prejudice to the generality of sub-section (l), the Commission may
make regulations for the purposes of regulating and for the purposes of the organized

development of all or any of the following matters, namely:-

(a) index-based insurance segment of insurance business in Pakistan,

which shall include but shall be not be limited to the following:

(i) the manner in which conduct of index-based insurance

business shall be conducted:

(iD requirements related to indcx-bascd insurance products and

ancillary matters;

(iii) reporting requircments of index-based insurance business;

PART XXII
RULES AND REGULATIONS



(b)

(c)

(iu) range of services required to deliver index-based insurance
product. relevant to the insurers or the cntity cngagcd in

disaster risk insurance and the insurancc intcrmediaries:

(vi) requirements relaled to training of insurance intermediaries

engaged in distribution of index-based insurance products;

(vii) requirement relatcd to the

settlemcnt;

manner and timing of clairn

(viii)requirements rclatcd to determination and functioning of the

underlying index: and

(ix) any othcr ancillary matter

adoplion, manner and usagc of emerging technology bascd platforms

and processes including but not limited to lnsurJ'ech which shall

include but shall be not bc limited to the following, narnely:-

(i) types of permissible technology platforms to be used in

insurance operations;

( ii) role of the Commission, licensed insurers, microinsurers,

disputc settlement forums, insurance intermediaries,

technology scrvice providers and the insurance

policyholders;

( iii) measures for ensuring privacy of data including

policyholdcr inlbrmation;

(iv) reporting requirements of insurance business undertaken

through technology based platforms and processes; and

(v) any othcr ancillary matter

cstablishment, conduct and manner ofoperation ofguarantee fund for
the insolvency of insurers, matters connected with membership ofthe
guarantee fund by insurers, contribution of amounts by insurers, and

the fee to be paid by insurers in connection with the development of
the lund, management and operations of the fund and other matters

connected and incidental thereto.

(v) requirements related to the communication with the

policyholder or the covered persons;



(d)

(e)

(1)

(g)

(h)

(i)

Explanation:- The guarantee fund for the insolvency of insurer

rureans the poul ol lunds created to provide for paymcnt of policy

benefits in case of insolvency of an insurer and is formed through

mandatory participation of all insurers:

Provided that the regulations shall provide for distinct
mechanisms for guarantee fund for insurance business and takaful

business-

regulating microinsurance business and persons connected with the

conduct of microinsurance business for organized development,

outreach and penetration of microinsurance in Pakistan;

regulation of takaful business, takaful operators and window takaful

operators and persons connected with the conduct ol takaful business

for organized development, outreach and penetration of takaful
products in Pakistan;

regulating reinsurance business and persons connected with the

conduct of reinsurance business for organized devclopmcnt, outrcach

and penetration ofreinsurance in Pakistan;

unclaimed insurance benefits and the manncr in u'hich unclaimed
insurance benefits shall be held by an insurer, its manner of
publication, manner of application for claiming of unclaimed
insurance benefits and its payment by the insurer, reponing
requircments and other matters connected or incidental thcrcto:

requirements applicable on insurers for fair treatment of insurance

policyholders;

requirements regarding licensing, conduct and manner of operation,
paid up capital, solvency, statutory deposit, reinsurancc arrangemcnts

and other related matters of an entity or entities engaged in providing

disaster risk insurance and ancillary'services in Pakistan:

Provided that the regulations made under this clause may also

specifo the requirements to be imposed on licensed insurer engaged in

underwriting of disaster risk insurance business which may extend to
specifoing requirements in relation to solvency of the disaster risk
insurance portfolio;

requirements for insurance brokers in relation to minirnum paid up
capital, statutory deposits, professional indemnity, criteria fbr sound

(i)
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and prudent managcmcnt, manncr of conducl of insurance broking
business, conditions of license and other requirements incidental or

connected therewith;

(k) requirements for insurance surveyors in relation to minimum paid up

capital, professional indemnity, expcrience, qualification and training

requirements for authoriscd surveying officers, manner of conduct of
insurance surveying business, conditions of license and other

requirements incidental or connccted therewith;

(l) requirements for third party administrators in relation to minlmum
paid up capital. criteria for sound and prudent management, manner

of conduct of third party administration business, conditions of
license and other requirements incidental or connected therewith;

(m) requirements for insurance self-nctwork platforms in relation to their

manner of conduct, conditions ol license and other rcquircment

incidental or connectcd thcrewith:

(n) requirements in relation to clar.v back of Commission and rclund of
premium in case of misselling ofinsurance products;

(o) requirements for regulatory experimentation through regulatory

sandbox or innovation office or any regulatory initiative aimed at

adoption and usage of technology, and the requirements connected

and incidental thereto:

(p) requirements in relation to formation of domestic insurance pool(s) by

insurers and reinsurers, its functioning, the terms and conditions and

other matters connected or incidental thereto:

Provided that the regulations made under this clause shall inter

alia empower the Commission to direct insurers and reinsurers to

create and participate in domestic insurance pool; and

(q) requirements for carrying out of insurance awareness activities and

matters connected and incidental thcreto.

188. Thc powcr of the Commission to issuc dircctives, circulars, guidclines,

etc.- The Commission may issue such directives, codes, guidelines, circulars, notifications or

explanatory notes as are necessary to carry out the purposes of this Act and the rules and

regulations made under this Act.



PART XXIII
REPEAL ANI) SAVINGS

189. Rcpcal and savings- (l) The lnsurance Ordinance, 2000 (XXXIX of2000) is

hereby repcaled:

Provided that repeal ofthe repealed Ordinance shall not-

(a) affect the registration of any company registered or saved under

repealed Ordinance; or

(b) revive anything not in force at the time at which the repeal takes ellect;
or

(c) affect the previous operation of the repealed Ordinance or anything

duly done or suffered thereunder; or

(d) affect any right, privilege, obligation or liabitity acquired, accrued or
incurred under the said repealed Ordinance; or

(.) affect any penalty imposed, forfeiture made or punishment awarded in
respect of any offence committed under the repealed Ordinance: or

(0 affcct any inspection, investigation, prosecution, legal proceeding or
remedy in respect of any obligation, liabitity, penalty, forfeilure or
punishment as aforesaid, and any such inspection, investigation,
prosecution, legal proceedings or remedy may be made, continued or
enforced and any such penalty, forfeiture or punishment may be

imposed, as ifthis Act has not been passed.

(2) Notwithstanding the repeal ofthe repealed Ordinance-

(u) any document referring to any provision of the repealed Ordinance
shall be construed as referring, as far as may be, to this Act, or to the

corresponding provision of this Act;

any official appointed and anybody elected or constituted under
repealed Ordinance shall continue and shall be deemed to have been

(c)

(b) all rules, regulations, notification, guideline, circular, directive, order
or exemption issued, made or granted under the repealed Ordinance
shall have effect as if it had been issued, made or granted under the
corresponding provision of this Act unless repealed, amended or
substituted under this Act;



appointed, elected or constituted, as the case may be, under the

corresponding provision of this Act;

(d) all funds and accounts constituted or maintained under the repcalcd

Ordinance shall be deemed to be in continuation of thc corresponding

funds and accounts constituted or maintained under this Act;

(e) All contracls or policies of insurance entered into by an insurcr

Iicensed under the provisions ofthe repealed Ordinance shall continue

in lorce and shall be deemed to be cntered into under the applicable

provisions of this Act.

(0 any license, certificate or document issued, madc or grantcd under the

repealed Ordinance shall be deemed to have been issued. made or

granted under this Act and shall, unless cancelled, in pursuance ofany
provisions of this Act, continue to be inforce until thc date specified

in the license, certificate or documents:

Provided that any application for issuance of license, as thc case may be.

undcr the provisions of the repealed Ordinance, after the coming into force of this

Act, shall be deemed to be furnished in accordance with the applicable provisions of
this Act.

(3) Nothing in this Act shall affect the liability ofan insurcr, being a company, to

comply with the provisions of the Companies Act 201 7 (XIX of 20 I 7). in mattcrs not

otherwise specifically provided for by this Act.

(4) Save as otherwise provided in this Act, nothing in this Act shall allcct or be

deemed to affect anything done, investigation or proceedings commenced, order. rulc,

regulation, appointment, document or agreement made, fee prescribed or charged, resolution

passed, direction given, proceedings taken, or instrument executed or issued under or

pursuant to the repealed Ordinance or any law amendcd or repealed by this Act and any such

thing, action, investigation, proceedings, order, rule, regulation, appointment, document or

agreement, fee, resolution, direction, proceedings or instrument shall, il in force at the

commencement date for this section and not inconsistent with any of the provisions of this

Act, continue in force and have effect as if it had been respectively done, taken, commenced,

made, prescribed, charged, directed, passed, given, executed or issucd under this Act or any

other laws as amended by this Act.

190. Exemptions.- (1) Nothing in this Act shall apply to any insurance business

carried on by the Federal or by a Provincial Government.



(2\ For the purposcs of this section, insurance business carried on by a body

corporate shall not be deemed to be insurancc business carried on by the Federal or by a

Provincial Govcrnmcnt by virtuc only of thc fact that the Fcderal or Provincial Govcrnment

holds a controlling ownership interest in the body corporate.

(3) Any provision in any other lau which exempts an insurer to which this Act
applies from compliance with this Act or which requires such an insurer to contravcne this

Act shall be void to the extent ofthat exemption or requirement.

l9f. Removal of difficulties.- If any difficulty arises in giving effect to the

provisions of this Act, the Federal Government may, by notification in the official (iazette,

make such provision or order as may appear to it to be necessary for the purpose of removing

the difficulty.

STATEM T] :i1' oF O[I.I ECT AND II.E,ASO\S

(Insurance Act,2026)

'fhe lnsurance Ordinancc, 2000 was promulgated to regulate the insurance business in Pakistan. Over

the past two decades, the insurancc sector has evolvcd significantly, necessitating modernization of
the legislative framework to align it with contemporary market needs, international regulatory

practices and evolving governancc standards.

2. 'fhe Apex Committec ofthe Special Investment Facilitation Council (SIFC) has also endorsed

key policy objectives for refonning the insurance scctor, including increasing competitioh, facilitating
access of international insurers, strengthcning cnforcemcnt mechanisms, and aligning the'insurance

industry with global practices.

3. In pusuance of thcse policy direclions, thc Ministry of Commerce undertook consultations
with relevant stakeholders, including the Securities and Exchange Commission of Pakistan (SECP),

Ministry ofFinance and industry representatives, and developed a comprehensive proposal for reform
ofthe existing legal framework.

4. The proposed lnsurance Act,2026 seeks to replace the Insurance Ordinance, 2000 with a

modern and comprehensive legal framework by introducing updated regulatory structures, simplifoing
the legal architecture through enabling provisions. and strenglhening market conduct, supervision and

enforcement mechanisms.

5. I'he proposed legislation aims to promote tnnsparency, improve govemance, enhance

operational efficiency, encouragc competition and ensure better protection of policyholders' interests.

6. The drafi legislation has been vetted by the Ministry of Law and Justice and approved by the
Cabinet Committee for Disposal of Legislative Cases (CCLC) in its meeting held on 10.03.2026. The
same has also been ratified by the Federal Cabinet vide OM No.5/7/2026-prop-lll dated 3 !.03.2026.

(JAM KAMAL KHA].0
Minister for Commerce
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to regulote the business of the insurance, to ensure the protection of the interests of
insurance policyholders and to promote sound development of the insuronce industry

and for malters connected therewith and incidental thereto

WHEREAS, it is expedient to repeal and to re-enact the law relating to the business of
insurance with the objective of ensuring a gradual shift towards adaption of intemational best
practices related to insurance, facilitating and promoting development ofthe insurance sector,

encouraging the use oftechnology and electronic means in the conduct of insurance business

and regulation, regulating entities connected with the insurance sector for protecting the

interests of insurance policyholders and matters arising out ofor connected therewith.

It is hereby enacted as follows: -

PART I
PRELIMINARY

1. Short title, extent and commencement. - (l) This Act shall be called the

Insurance Act,2026.

(2) It extends to the whole ofPakistan.

(3) It shall come into force at once.

2.

context, -

Definitions. - In this Act, unless there is anyhing repugnant in the subject or

(i) "actuary" means a person possessing such actuarial qualifications as

may be specified;

(ii) "appointed actuary" means the actuary required to be appointed by an

insurer pursuant to the provisions of section 24 ofthis Act;

(iii) "approved securities" means Government securities, and any other

security charged on the revenues of the Federal Government or of a

Provincial Govemment, or guaranteed fully as regards principal and

profit or return (however called or designated) by the Federal

1



Government or a Provincial Govemment; and any debenture or other

security for money issued under the authority ofany Act ofthe Federal

Legislature or any Provincial Legislature by or on behalfofthe trustees

of the port of Karachi or on behalf of the authorities of the port

Gawadar or port Qasrz or any other port authority, any security issued

under the authority of any Act of Parliament or of a Provincial

Assembly; and any security specified as an approved security lbr the

purpose of this Act by the Commission by notification in the official
Gazette;

(v) "auditof'means a person qualified for appointment as an auditor under

the provisions ofthe Companies Act, 2017 (XIX of20l7);

(vi) "authorised person" means a director, chiei executive officer- chief
financial oflicer, company secretary or equivalent (by whatever name

called) of a company or a body corporate whether incorporated in
Pakistan or outside;

(vii) "authorised surveying officer" means a person (by whatever name

called) who examines the goods, property or any interest insured and

documentary evidence under a contract ofnon-life insurance to express

an independent opinion as to the cause, extent, location, circumstances

and amount ofany loss incurred or claimed to be incurred under that

contract and may also undertake surveys for pre-insurance and post-

insurance inspection and assess the value and quantum of building,
machinery, stocks and other subject matters;

(viii) "banking company" shall have the same meaning as assigned to it in
the Banking Companies Ordinance, 1962 (LYll of 1962);

(ix) "base rate" means the-State Bank ofPakistan Ovemight Reversc Repo
(Ceiling) Rate notified by the State Bank of Pakistan fiom time to time;

(x) "Board" means the Policy Board established under section l2 of the
SECPAct, 1997;

"body corporate" shall have the same meaning as assigned to it in
clause (9) ofsub-section (1) of section 2 ofthe Companies Act,20l7
(xIX of 2017);

2

(xi)

(iv) "approved auditor" means an auditor approved by the Commission for
the purpose of performing the functions assigned to auditors under this

Act;



(xii) "borrower" shall have the same meaning as assigned to the term
"customer" in the Financial Institutions @ecovery of Finances)

Ordinance, 2001 (XLVI of200l);

(xiii) "certified" in relation to any copy or translation ofa document required

to be fumished by or on behalf of an insurer means certified by an

authorised person on behalfofsuch insurerto be a true copy or a correct
translation, as the case may be;

(xiv) "class ofbusiness" means a classification ofinsurance business having
similar characteristics, into which life insurance or non-life insurance

may be divided;

(*u) "Commission" means the Securities and Exchange Commission of
Pakistan constituted under section 3 ofthe SECP nct:

(xvi) "company" shall have the same meaning as assigned to it in the

Companies Act,2017 (XlX of 2017);

(xvii) "company law" has the meaning assigned to it in the Companies Act,
2017 (XIXof20t7);

(xviii) "continuous disability contract" mears a contract under which a benefit

is payable in the event of-

(a) the death, by a cause specified in the contract, of the person

whose life is insured (the "insured'); or

(b) injury to, or disability of, the insured as a result of accident or
sickness; or

(c) the insured being found to have a specified medical condition or
disease;

(xix) "corporate insurance agent" means persons, excluding individuals,
who have entered into agency agreement with a licensed life insurer or
a licensed non-life insurer and facilitate insurance products distribution
for the insurer with which they have entered into an agency agreement;

(xx) "Court" means the principal civil Court of original jurisdiction in a
District, and includes a High Court in exercise of its ordinary civil
jurisdiction; and in relation to Part X and Part XIX, shall have the

meaning as in section 5 ofthe Companies Acq 2017 (XIX of 2017);

3



(x,xi) "digital insurance" means insurance which is distributed, sen'iced,

processed and administered primarily through digital means;

(xxii) "digital-only insurer" means an insurer, which primarily relies on

technology for its operations and uses technology for its business.

processes, policyholder engagement, distribution, administration.

servicing or for performing any other aspect of its operations;

(xxiii) "direct", in relation to the business ofinsurance! means insurance other

than reinsurance and retrocession;

(xxiv) "direct insurance broker" means a person who carries on insurance

broking business;

(xxv) "duly attested" means attested in the manner required for financial or
future obligations by Article 17 ofthe Qanun-e-Shahadat Order, 1984

(P.O. l0 of 1984);

(xrvi) "electronic media" includes the intemet, radio, television, tapes,

cassettes, all forms of electronic recording media including computer

diskettes and CD-ROMs:

(xxvii) "encumbrance" in relation to any property, movable or immovable,

means any mortgage, charge (fixed or floating), hypothecation, pledge,

assignment or transfer by way ofsecurity. or any other form of securitv

or ownership interest less than absolute legal and beneficial ownership;

(xxviii) "finance" shall have the same meaning as assigned to it in clause (d) of
section 2 of the Financial Institutions (Recovery of Finances)

Ordinance, 2001 (XLVI of2001) except sub-clauses (iv), (v), (vi) and

lvii) thereoi

(xxix) "financial institution" has the same meaning assigned to it in clause (a)

of section 2 of the Financial lnstitutions (Recovery of Finances)

Ordinance, 2001 QIVI of2001);

(v,x*) "foreign reinsurer" means a person who is registered, licensed or
authorized in the jurisdiction in which it is incorporated to undertake
reinsurance business outside Pakistan;

(xxxi) "Government securities" means Govemment securities as defined in
the Public Debt Act, 1944 (XVm of 1944);

4



(xxxii) "group" in relation to contracts of life insurance, including health

insurance, means contracts having a term not dependent on the

termination or continuation ofhuman life, under which the benefits are

payable to a member of a group defined in the contract on the

happening to that member during the term of the contract of a

contingency defined in the contract, not being a contingency, which is
bound to happen;

(xxxiii) "index-based insurance" or "parametric insurance" means a contract of
insurance whereby in consideration ofa premium received, an insurer

or a group ofinsurers promises to make payment of claims to a person

or a group of persons, based on a predetermined index or parameter

without assessment ofeach individual insurance claim:

Provided that the scope ofindex-based insurance in this Act does

not include life insurance business and accident and health insurance

business:

Provided further that the first proviso shall not restrict the

issuance ofa life insurance policy or a non-life insurance policy to the

individuals covered under index-based insurance, by utilizing the

information, data, arrangements or inflastructure of the index based

insurance scheme and that the coverage shall be through a separate

policy;

(xxxiv) "insurance" means the business of entering into and carrying out

policies or contracts, by whatever name called, whereby, in
consideration of a premium received, a person promises to make

payment to another person contingent upon the happening ofan event,

specified in the contract, on the happening ofwhich the second-named

person suffers loss, and includes reinsurance and retrocession:

Provided that a contract of life insurance shall be deemed to be

a contract of insurance behveen hvo different parties, notwithstanding

that it may not comply with the definition set out in this clause:

Provided further that index-based insurance, as defined in this

Act, shall be deemed to be a contract ofinsurance;

(xxxv) "insurance broker" means a person who carries on the business of
insurance broking, reinsurance brokerage or both;

5



(xxxvii) "lnsurance Ombudsman" means the officer appointed by the l'ederal
Covernment under section 139 of this Act;

(xxxviii) "insurance self-network platform" means an electronic platform set up

by a person with a view to conducting insurance e-commerce activity
i.e. to engage in sales of insurance products or policy servicing or
providing other related services through usage ofelectronic means such

as website or mobile application;

(xxxix) "insurance intermediary" means persons associated with the business of
insurance and includes agents, insurance brokers, third party

admini strators, insurance surveyors, insurance self-network platforms

and other insurance intermediaries notified by the Commission under

section 12l;

(xl) "insurer" means--

(a) any company or other body corporate solely carrying on the

business of insurance incorporated under any law for the time
being in force in Pakistan and duly licensed under the

provisions ofthis Act;

(b) anybody corporate incorporated under the law ol' any
jurisdiction outside Pakistan and duly licensed under the

provisions of this Act carr,ving on insurance business which
carries on that business in Pakistan; and

(c) a branch office ofa company or a body corporate incorporated

outside Pakistan, which is allowed to undertake insurance

business, in the jurisdiction in which it is incorporated, duly
licensed under the provisions ofthis Act:

"investment contract" means a contract of insurance, providing for
benefits to be paid on death or on a specified date or dates before death

where the benefits paid are calculated by reference to either a running
account or units under the contract whether or not the minimum value

(xli)
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(xxxvi) "insurance broking" means the business of soliciting or arranging

insurance for prospective policyholders for remuneration or fee, other

than an agent ofan insurance company;

Provided that, except as otherwise stated to the contrary in this

Act, the term "insurer" shall include the terms "microinsurer", "digital-
only insurer", "operator" and "reinsurer";



of that account or those units is guaranteed and providing for the

account to be increased during the cunency ofthe contract;

(xlii) "investment-linked" in relation to life insurance means investment

contracts, the principal object of which is the provision of benefits

calculated by reference to units, the value of which is related to the

market value of a specified class or group of assets of the party by
whom the benefits are to be provided;

(xliii) "lender" means a person inside or outside Pakistan carrying on the

business of advancing money by way of loans or finance and includes

a financial institution;

(xliv) "listed company" means a company, a body corporate or corporation
(including a body corporate or corporation incorporated outside

Pakistan) or other body whose securities are allowed to be traded on a

stock exchange (inside or outside Pakistan);

(xlv) "loan" means a loan, advance and credit, whether based on system of
interest or otherwise, extended by an insurer or a reinsurer to any

person, whether in money or in kind, which is to be paid back to the

insurer or the reinsurer, as the case may be, within in a specified time;

(xlvi) "member ofthe family" in relation to any person, means the husband

or a wife, the dependent father, mother, brother or sister, or a minor son

or unmarried daughter ofthat person;

(xlvii) "microinsurance" means insurance of persons, either on individual or
group basis, that meets their need for risk protection, savings or

investments and relief against distress, misfortune or contingent event

for defined benefit levels subject to the maximum amounts of sum

cover or premium or both as may be specified;

(xlviii) "micro-insurer" means an insurer licensed to conduct microinsurance

business only in Pakistan and includes a microtakoful operator:

Provided that nothing in this definition, shall have the effect to

restrict a licensed insurer to undertake microinsurance business in

Pakistan, subject to compliance with such regulations as may be

specified in relation to microinsurance business;

(xlix) "mutual insurance company" means an insurer, which has no share

capital and ofwhich, by its constitution, only and all policy holders are

members;

7



0) "oflicer" has the meaning assigned to that expression in clause (45) of
sub-section (1) of section 2 ofthe Companies Act,2017 (XlX of 2017);

0i) "operator" means-

(a) a takaful operator i.e. an insurer who is licensed by the

Commission under this Act to carry on takaful business only;
and

(b) a window takaful operator i.e. an insurer licensed by the

Commission under this Act to carry on takaful business as

window operations in addition to conventional insurance

business;

0i0 "other insurance intermediaries" means such intermediaries associated

with the business of insurance as may be notified under section 121,

except agents, insurance brokers, reinsurance brokers, third party

administrators and insurance surveyors;

(iiD "participating", in reference to life insurance business, means contracts

of life insurance, other than investmentJinked contracts, health

contracts, group life contracts and group health contracts, under the

terms and conditions of which the policy holder has an entitlement to
participate in distributions by the life insurer ofprofits or surpluses;

Explanation.- a beneht paid under a policy is not a distribution of
profit or surplus ifthe benefit is determined according to the terms and

conditions ofthe contract and is not subject to the exercise ofdiscretion
by the insurer;

(liv) "permanent capital fund" means a fund that is established in the records

of a life insurance company not having a share capital, and which

contains that part of the assets and liabilities of a life insurer which is

attributed to it and is not attributed to any statutory fund maintained by
that life insurer;

(lv) "policy" means a contract ofinsurance;

8

(lvi) "policy holder" means the person to whom a policy is issued or, in the
case ofa policy of life insurance, the person to whom the whole ofthe
interest ofthe policy holder in the policy is assigned once and for al[,
but does not include an assignee thereofwhose interest in the policy is
defeasible or is for the time being subject to any condition;



(lvii) "policyholder liability", in relation to life insurance, means--

(a) a liability that has arisen under a policy oflife insurance; or

(b) a liability that, subject to the terms and conditions ofa policy,
will arise on the happening ofan event, or at a time, specified

in the policy;

(lviii) "prescribed" means prescribed by rules made under section 186;

(lix) "private company" has the meaning assigned to it in clause (49) ofsub-
section (l) of section 2 ofthe Companies Act,20l7 (XIX of20l7);

(l*) "promoter" means any person, director, institution, company, body

corporate, corporation (whether in Pakistan or outside Pakistan),

excluding the Federal Government and the Provincial Govemment,

who directly owns equal to or more than ten percent shareholding ofan
insurance company;

(lxi) "public company" has the meaning assigned to that expression in

clause (52) ofsub-section (l) ofsection 2 ofthe Companies Act,2017
(XIX of20l7), or an existing company which is not a private company

or a subsidiary of a private company;

(lxii) "reinsurance" means a contract of insurance under which the event,

specified in the contract, contingent upon the happening of which,

payment is promised to be made to the policy holder thereunder, is

payment by the policy holder of a claim or claims made against that

policy holder under another contract or contracts of insurance issued

by that policy holder;

(lxiii) "reinsurance broker" means a person who carries on the business of
reinsurance brokerage and includes a foreign reinsurance broker;

(lxiv) "reinsurance brokerage" means the business ofsoliciting or arranging

reinsurance for insurers with other insurers or reinsurers for a

remuneration or fee;

(lxv) "reinsurer" means a person whether incorporated in Pakistan or outside

Pakistan who carries on reinsurance business in Pakistan and includes

a retakaful operutor;

(lxvi) "regulations" means regulations made under this Act;

9



(lxvii) "repealed Ordinance" means the fnsurance Ordinance, 2000 (XXXIX
of2000);

(lxviii) "retrocession" means a contract ofreinsurance under which the event,

specified in the contract, contingent upon the happening of which,
payment is promised to be made to the policy holder thereunder, is

payment by the policy holder ofa claim or claims made under another

contract or contracts ofreinsurance issued by that policy holder;

(lxix) "retakaful" means an arrangement in compliance with the principles of
Islamic Shariah for mutual risk sharing of takaful risks;

(lxx) "rules" means rules made under this Act;

(lxxi) "scheduled bank" has the meaning assigned to it in clause (m) of
section 2 ofthe State Bank ofPakistan Act, 1956 (XXXIII of 1956);

(lxxii) "SECP Act" means the Securities and Exchange Commission of
Pakistan Act, 1997 (XLll of 1997);

(lxxiii) "shareholders' fund" means a fund that is established in the records of
a life insurance company and which contains that part ofthe assets and

liabilities ofa life insurer which is aftributed to it and is not attributed

to any statutory fund maintained by that life insurer;

(lxrv) "statutory fund" means a fund that is established in the records ofa life
insurer and which relates solely to the life insurance business of that

life insurer or a particular part ofthat life insurance business;

(lxxvi) "subsidiary" or "subsidiary company" has the meaning assigned to it
in clause (68) of sub-section (l) of section 2 of the Companies Act,
20t7 (xlxof20t7);

i) "surveyor" means a person to whom license is issued by the

Commission to undertake insurance survey business;

(lxxviii) "Takaful" means a scheme based on mutual assistance in compliance
with the provisions of Islamic shariah, and which provides for mutual
financial aid and assistance to the participants in case ofoccurrence of
ceftain contingencies and whereby the participants mutually agree to
contribute to the common fund for that purpose and includes retakaful;

lxxvi(

10

(lxxiv) "specified" means specified by the Commission through regulations;



(lxrix) "third party administrator" means a person who is engaged for a fee or
remuneration in accordance with an agreement with an insurer or such

other person, as may be specified, for the provision of third-party
administrator services;

(lxxxi) "Tribunal" means the Tribunal constituted under section 134 of this

Act; and

(lxxxii) "unit" means a notional share in the net value of a specified class or
group of assets of a statutory fund of an insurer carrying on life
insurance business, the value of which is to be used as a basis for
determination of the benefits payable under an investment linked

contract.

3. Division ofinsurance business into life and nonJife.- (l) For the purposes of
this Act insurance business is divided into life insurance business and nonlile insurance

business.

(2) Subject to sub-sections (3), (4) and (5), the effecting and carrying out ofany or
all ofthe following type ofcontracts shall constitute the carrying on of life insurance business;

namely:-

(a) a contract of insurance that provides for the payment ofmoney on the

death ofa person or on the happening of a contingency dependent on

the termination or continuance ofhuman life;

(b) a contract of insurance that is subject to payment of premiums for a

term dependent on the termination or continuance ofhuman life;

(c) a contract of insurance that provides for the payment ofan annuity for
a term dependent on the continuance ofhuman life;

(d) a contract that provides for the payment of an annuity for a term not

dependent on the continuance ofhuman life but exceeding the period

of one year;

(e) a contract providing an indemnity for medical expenses;
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(lxxr) "third party administration business" means business of administration
of health insurance related services or other services as may be

specified for an insurer, in accordance with an agreement between the

insurer and a third party adminisftator;



(0 a continuous disability income contract;

(g) an investment contract which contains minimum life insurance element

as may be specified; and

(h) such contracts as may be specified.

(3) Notwithstanding anyhing in this Act to the contrary, the effecting and carrying

out of a contract whose principal object is one of life insurance business, but which contains

related and subsidiary provisions ofa non-life insurance nature, shall be taken to constitute the

carrying on of life insurance business.

(4) Notwithstanding anything in this Act to the contrary, the effecting and carrying
out of a contract that provides for the payment of money on the death of a person shall not

constitute the carrying on of life insurance if the contract is effected and canied out by an

insurer who is licensed to carry on nonlife insurance business; and both of the following
conditions exist:

(a) by the terms of the contract, the duration of the contract is to be not

more than one year; and

(b) payment is only to be made in the event ofdeath by accident.

(5) Notwithstanding antthing in this Act to the contrary, the effecting and carrying

out ofa contract that provides for the payment ofmoney in the event ofa person suffering loss,

other than death, attributable to accident, sickness or infirmity shall not constitute the carrying
on of life insurance if the contract is effected and canied out by an insurer who is licensed to

carry on non-life insurance business; and by the terms of the contract, the duration of the

contract is to be not more than one year.

(6) All contracts of insurance which are not, in accordance with the provisions of
the foregoing sub-sections, classified as life insurance contracts, shall be classified as non-life
insurance contracts.

4. Classes of life and non-life busine,ss,- (l) For the purposes of this Act, the

following shall be the classes of business into which life insurance business is divided,
namely:-

(a) "ordinary life business" which means effecting and carrying out
contracts oflife insurance other than contracts included in clause (b), (c)
or (d) ofsub-section ( 1);

(b) "life contingent annuity business" u,hich means e{Iecting and carrying
out contracts of life insurance providing benefit at predefined intervals
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to the policyholder till the continuation of life of the policyholder or
survival ofthe policyholder or beneficiary:

Provided that nothing in this clause shall limit a life insurer to

provide minimum or maximum term for benefit in the life contingent

annuity products that it offers;

(c) "pension fund business" which means effecting and carrying out
contracts of life insurance that are maintained for the purposes of a
pension or retirement scheme and are owned by trustees under the

scheme; and

(d) "accident and health business" which means eflecting and carrying out

contracts of insurance providing fixed pecuniary benefits or benefits in

the nature of indemnity or a combination of both, against risks of the

policy holder or a person for whose benefit the contract was made -

(D sustaining any injury as a result ofan accident;

(iD becoming incapacitated in consequence of an accident or

disease or sickness; or

(iiD suffering loss, including medical expenses incuned,
attributable to accident, disease, sickness or infirmity.

(2) For the purposes ofthis Act, the following shall be the classes ofbusiness into

which nonlife insurance business is divided, namely:-

(a) "fire and property damage business" which meanseffecting and carrying

out contracts of insurance against loss to the policy holder arising from

loss of or damage to property, other than as contained in clause (b) ol
sub-section (2);

(b) "marine, aviation and transport business" which means effecting and

carrying out contracts of insurance against loss to the policy holder

arising fiom -

(D

(A) means oftransport, including railway rolling stock used

on land, vessels used on the sea or on inland waters, and

aircraft but excluding motor vehicles; or
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loss ofor damage to, or arising out ofor in connection with the

use of:



(B) the machinery, tackle, fumiture or equipment of those

means of transport; including third party risks and

carrier's liability but excluding risks contained in clause

(c) or clause (e) of sub-section (2); or

(ii) loss of or damage to merchandise, baggage and all other goods

in transit, irrespective ofthe form oftransport;

(c) "motor business" which means eflecting and carrying out contracts of
insurance against loss to the policy holder arising from:

(D theft or damage to the motor vehicle through any means; and

(iD liabilities incurred to third parties arising out ofor in connection
with the use of motor vehicles on land, as specified in the Motor
Vehicles Act. I939 (IV of 1939):

(d) "liability business" which means effecting and carrying out contracts of
insurance against loss to the policy holder arising from liabilities
incurred to third parties, other than in respect ofrisks specified in clause

(b), clause (c) or clause (e) ofsub-section (2);

(e) "workers' compensation business" which means effecting and carrying
out contracts of insurance against loss to the policy holder arising from
liabilities incurred to workers arising out of or in connection with the

employment ofthe workers by the insured persons;

(0 "credit and suretyship business" which means effecting and carrying out-

(i) contracts of insurance against loss to the policy holder arising

Iiom failure, whether through insolvency or otherwise, ofdebtors

to pay debts when they fall due; or

(iD contracts of insurance against loss to the policy holder arising

from his having to perform contracts ofguarantee entered into by

him; or

(iiD contracts for fidelity bonds, performance bonds, administration

bonds, bail bonds, custom bonds or similar contracts of
guarantee:

Provided that for the purpose of this Act, the beneficiary ofthe contracts
as provided at sub-clause (iii) shall be deemed to be a policyholder;
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(g) "accident and health business" which means effecting and carrying out

contracts of insurance, the duration of which under the contract is not

more than one year, providing fixed pecuniary benefits or benefits in the

nature of indemnity or a combination ofboth, against risks ofthe policy
holder or a person for whose benefit the contract was made:

(i) sustaining any injury as a result ofan accident;

(iD dying as a result ofan accident;

(iii) becoming incapacitated in consequence ofa disease or sickness;

or

(iv) suffering loss, including medical expenses incurred, attributable

to disease, sickness or infirmity,

but excluding contracts of a type included in clause (e) of sub-section
(2't;

(h) "agriculture insurance" which means effecting and carrying out

contracts of insurance against loss to the policyholder arising from loss

of or damage to agriculture related property including crops, livestock,

tractors or other properties which are based on agricultural input;

(i) "miscellaneous business" which means effecting and carrying out

contracts of insurance oftypes not included in any other class;

(k) "non-proportional treaty business" which means effecting and carrying

out of contracts of treaty reinsurance, not being contracts of a type

included in clause O ofsub-section (2).

(3) The Commission may, specifr sub-classes ofbusiness into which any ofthose
set out in sub-section (l) and sub-section (2) may be divided or where a new class ofbusiness
is specified under sub-section (5).

0) "proportional treaty business" which means effecting and carrying out

of contracts of treaty reinsurance, whether obligatory or otherwise, of
such a nature that a proportion of premium or ofa separately identified
pa( of premium on insurance contracts which are the subjeot matter of
the treaty is payable to the reinsurer by the cedant and an identical

proportion of claims or ofa separately identified part of claims on those

contracts is payable to the cedant by the reinsurer, and including without
limitation reaties ofquota-share and surplus classifications; and



(4) The Commission may, specifi any class of business set out in sub-section (l)
or sub-section (2), or sub-class ofbusiness specified under sub-section (3), as a restricted class

or sub-class as the case may be.

(5) The Commission may, specifu any new class of business in addition to the

classes ofbusiness as set out in sub-section (l) or sub-section (2) and for such purpose define

such business.

PART II
PROIISIONS APPLICABLE TO INSURf,RS

5. Eligible persons.- (1) No person shall underwrite any insurance business in

Pakistan other than-

(a) a public company formed and registered under the company law; and

(b) a branch office ofa company or a body corporate incorporated outside

Pakistan, which is allowed to undertake insurance business, in the
jurisdiction in which it is incorporated.

(2) A person, being a body corporate incorporated under the laws ofPakistan and

duly licensed as an insurer, shall continue to underwrite insurance business in Pakistan.

Explanation.- For the purposes ofthis Act, except as otherwise provided to the contrary

in this Act, the term "insurance" shall include microinsurance, digital insurance, takaful and

reinsurance.

(3) A foreign reinsurer shall also be eligible to undertake reinsurance business in

Pakistan subject to such conditions and requirements as may be specified by the Commission

through regulations.

6. Licensing requirements for applicants.- (l) No eligible person referred to in
section 5 shall, begin or carry out any business in the nature of insurance unless such eligible
person has obtained a license, from the Commission to carry out such business under this Act
in such form and manner and in accordance with such terms and conditions and fee as may be

specified:

Provided that the Commission may, by notification in the official Gazette,
exempt any class ofpersons llom the operation ofsub-section ( 1), subject to such terms
and conditions as may be notified.

(2) It shall be unlawful for any person to act as or describe himself or hold himself
to be described or held out,rs a person carrying on insurance business unless he holds valid
Iicense, granted by the Commission.
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(3) An eligible person required to seek license under this Act shall make an

application to the Commission, as a person licensed to carry on life insurance business or non-
life insurance business, as the case may be, the manner of filing of which and the information,
documents, reports, certificates to be submitted with the application, shall be specified.

(4) An applicant as a reinsurer, may make an application to the Commission, as a

person licensed to carry on life reinsurance business, nonJife reinsurance business or
composite reinsurance business, as the case may be.

(5) A certificate of registration issued to an insurer under the provisions of the

repealed Ordinance shall be deemed to be a license under the provisions ofthis section unless

suspended or cancelled by rhe Commission.

7. Commission may grant license upon satisfaction. - (l) Where an application
for license is received by the Commission under section 6, the Commission may, grant license

to the insurer, if the Commission is satisfied that-

(a) the provisions of this Act and the regulations relating to minimum paid

up share capital requirements have been complied with:

Provided that the Commission shall specif, through regulations

the requirements related to minimum amount of capital required for
opening branch of foreign insurer or foreign reinsurer in Pakistan and

the manner in which its capital shall be held, which shall be deemed to

fulfill compliance with the requirements of paid up capital under this

Act;

(b) the provisions of this Act and the regulations relating to minimum

statutory deposits, minimum solvency requirements and ellecting of
reinsurance arrangements have been complied with;

(c) the applicant is, and is likely to continue to be, able to meet its liabilities;

(d) the applicant meets, and is likely to continue to meet, criteria for sound

and prudent management including without limitation those set out in
section ll of this Act;

(e) the applicant has appointed an auditor recognised by the Commission as

appropriately qualified to audit the business of insurance, takaful,

microinsurance or reinsurance, as the case may be;

the applicant has, appointed an actuary as its appointed actuary, and the

Commission does not disapprove that appointment;

(0
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the applicant is, and is likely to continue to be, able to comply with such

other ofthe provisions of this Act as are applicable to it;

(h) on the basis ofthe information provided by the application and any other

information received by the Commission, the application ought to be

granted; and

(i) any other information which the Commission has sought is provided to

the satisfaction of the Commission.

(2) Where an application for license is received by the Commission from a foreign

reinsurer or foreign retakaful operator, the Commission may grant license to the foreign

reinsurer or foreign retakaful operator, as the case may be, subject to fulfilment of such

requirements, as may be specified.

(4) Where the Commission is not salisfied with respect to all or any of the matters

related to the applicant, it shall refuse an application.

(5) All persons licensed under this Act, shall pay to the Commission, such amount

ofannual supervision fee, at such rate, as may be notified by the Commission.

(6) The Commission, while granting license under this Act, may impose such

additional conditions on the insurer, as it may deem necessary.

8. Duration and revocation of license ofan insurer.- (l) License granted to an

insurer under this Act to carry on insurance business, shall continue until it is surrendered,

cancelled or revoked by the Commission.

(2) The Commission may at any time by order in writing, revoke the license granted

to an insurer, with such directions as it may deem fit, on being satisfied that-

(a) a direction has been issued to the insurer under section 65 to cease

entering into new contracts due to any ofthe reasons mentioned therein,
and such reasons have not been removed by the insurer, within the time
period stipulated by the Commission in this regard; or

(b) the insurer, has ceased to carry on insurance business in pakistan; or

(e)

(3) The regulations to be made for the purposes of this section shall take into

consideration the nature ofbusiness proposed to be conducted by the applicant.



(.) the insurer, has not, within the period of one year after it was granted

license under this Act, carried on insurance, microinsurance or
reinsurance business in Pakistan; or

(d) the insurer has failed to comply with any of the terms or conditions

subject to which a license is granted; or

(e) the insurer is

(i) conceived or brought forth for, or is or has been carrying on,

unlawful or fraudulent activities; or

(ii) run and managed by persons who fail to maintain proper and

true accounts or they commit fraud, misfeasance or malfeasance

in relation to the company; or

(iv) managed by persons who refuse to act according to the

requirements of this Act or have failed to carry out the

directions or decisions of the Commission given in exercise of
the powers conferred by this Act; or

(0 the Commission has reasons to believe that the operation ofthe insurer

is detrimental to the interest of its policyholders or public at large:

Provided that before the license of an insurer is so revoked, the Commission

shall give to the insurer a notice, in writing of its intention to do so, and shall afford the

insurer an opportunity of being heard.

(3) Where the Commission is requested in writing by an insurer to revoke its

license, the Commission may by an order in writing revoke that license.

(4) License granted under this Act to carry on insurance business shall not be

revoked unless the Commission is satisfied that adequate provision has been made for the

irrevocable transfer to a licensed-insurer of all insurance liabilities incurred by the applicant

seeking revocation of Iicense under the preceding sub-section.

(5) Nothing in this section shall prevent the Commission from exercising the

powers available to it under section 65 to direct a licensed insurer to cease entering into new

insurance contracts.
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(iiD run and managed by persons who are involved in tenorist
financing or money laundering; or



(3) The Commission may, on payment ofthe specified fee, issue a duplicate license

to replace a license lost, destroyed or mutilated, or in any other case where it is ofopinion that

the issue ofa duplicate license is necessary.

10. Conditions imposed on licensed insurers.- Al insurer licensed under this Act
shall at all times ensure that-

(b) the provisions of this Act and the regulations relating to minimum
statutory deposits have been complied with;

(c) the provisions ofthis Act and the regulations made thereunder relating
to minimum solvency requirements are complied with;

(d) the provisions ofthis Act and the regulations relating to the obtaining of
reinsurance or retrocession arrangements are complied with;

(e) the insurer is, and is likely to continue to be, able to meet its liabilities;

(0 the insurer meets, and is likely to continue to meet, criteria for sound and

prudent management including without limitation criteria set out in
section I l;

G) the insurer has appointed an auditor recognised by the Commission as

appropriately qualified to audit the business of life or non-life insurance

as the case may be;

(h) the insurer is, and is likely to continue to be, able to comply with such
other of the provisions of this Act and the rules and regulations as are
applicable to it;

it complies with the requirements of the Anti-Money Laundering Act,
2010 (VII of 2010) and the rules, regulations, directives and circulars

(i)

20

9. Notificatiotr of grant or revocation of license. - (l) Where license under the

preceding provisions of this Part is granted or revoked, the Commission shall cause notice of
the grant (including any limitations as to classes of business which may be underwritten) or
revocation of license to be published in the Gazette.

(2) Where license under the preceding provisions of this Part is granted, the

Commission shall issue to the insurer a written license, which shall be surrendered to the

Commission on revocation of license.

(a) the provisions ofthis Act and the regulations relating to minimum paid-

up share capital requirements are complied with;



issued thereunder, or any other applicable law related to Anti-Money
Laundering and Countering of Financing of Terrorism, as applicable to

it;

(i) the insurer maintains such minimum financial strength rating in such

manner as may be specified;

(k) it has and maintains a risk management framework in accordance with
the requirement as may be specified;

(l) the insurer, excluding a reinsurer, displays its license at all times on its
premises, branches and websites for the information of prospective

policy holders; and

(m) the insurer complies with the directions issued by the Commission.

11, Criteria for sound and prudent management.- (l) For the purposes olthis
Act, the following shall, without limitation, be recognised as criteria for sound and prudent

management ofa licensed insurer, or applicant ior license as a person to carry on insurance

business,-

(a) the business of the licensed insurer, or applicant is carried on with
integrity, due care and the professional skills appropriate to the nature

and scale of its activities;

(b) the promoters, directors, chairman, chief executive and key oflicers of
the licensed insurer or (in the case of an applicant which is a body

corporate incorporated outside Pakistan) the principal officer in Pakistan

of the licensed insurer or applicant should be fit and proper person to

hold that position:

Provided that the Commission shall specifo the fit and proper

criteria for the promoters, directors, chairman, chief executive and key

officers of insurers:

Provided further that the fit and proper criteria to be specified for
promoters ofan insurer or an applicant as an insurer, shall be in respect

offinancial soundness and integrity and track record:

Provided also that the appointment of chief executive officer or
the directors of a licensed insurer shall be subject to the approval ofthe
Commission:
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Provided also that notwithstanding anlthing contained in any

other law for the time being in force, the chiefexecutive officer and the

chairman ofa licensed insurer shall not be the same person.

(c) the licensed insurer or applicant is directed and managed by a sufficient

number ofpersons who are fit and proper persons to hold the positions

they are holding;

(d) the licensed insurer or applicant maintains adequate accounting and

other records of its business; and

(e) the licensed insurer or applicant maintains adequate systems of control

of its business and records.

Explatation.- A person is a fit and proper person who possesses such experience and

qualifications as specified, for the duties for which he is responsible, and conducts those

duties with due diligence and skill. A person is not a fit and proper person to hold the

position of Chairman, or of Chief Executive or principal officer in Pakistan, of a

licensed insurer if that person does not have the specified experience or qualifications

of direct relevance to the conduct of insurance operations . A person is not a fit and

proper person if the association of that person with the licensed insurer is or is likely.
for whatever reason, be detrimental to the interest ofthe licensed insurer, or ofthe policy

holders, or is otherwise undesirable.

(2) Accounting and other records shall not be regarded as adequate for the purposes

ofclause (d) ofsub-section (l) unless they are maintained such as-

(a) to enable the business ofthe licensed insurer or applicant to be prudently

managed; and

(b) to enable the licensed insurer or applicant to comply with the obligations
imposed on it by or under this Act.

(3) In determining whether any systems ofcontrol are adequate for the purposes of
clause (e) of sub-section (l), the Commission shall have regard to the functions and

responsibilities for those systems which are held by the persons who are responsible for the

direction and management ofthe licensed insurer or applicant and to whom clause (b) ofsub-
section (l ) applies.

(4) The licensed insurer or applicant shall not be regarded as conducting its business
in a sound and prudent manner if it fails to conduct its business with due regard to the interests
ofpolicy holders and potential policy holders.
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(a) fails to satisfr an obligation to which it is subject by virtue of this Act
or the rules and regulations made under it; or

(b) fails to supervise the activities of a subsidiary with due care and

diligence and without detriment to the licensed insurer's or applicant's
business.

(6) No licensed insurer shall appoint a managing agent, that is to say a person, firm
or company entitled to the management of the affairs ofan insurer by virtue ofan agreement

or contract with the insurer for the conduct of its business.

Provided that in the case of a nonlife insurer, the provisions of sub-section (l ) shall

apply only in respect ofpolicies falling under accident and health insurance class ofnon-life
insurance business:

Provided further that every non-life insurer shall within a period of ninety days ofthe
coming into effect of this Act file all its existing products falling under accident and health

insurance class ofnon-life insurance being marketed by the non-life insurer.

(2) The Commission may require the insurer in writing to make such changes in the

particulars and materials as the Commission may direct, and where the Commission does so

direct the insurer shall not be taken to have complied with sub-section (l ) until the insurer has

complied with the direction of the Commission.

(3) Where the Commission is not satisfied with the product documentation filed
under sub-section (l) or any subsequent changes made under sub-section (2) it may disapprove
the product, which shall be communicated to the insurer in writing.

(4) For the purpose of this section, the Commission may specifo manner in which
an insurer may be required to file product documentation with the Commission including but

not limited to submission through electronic means.

(5) The requirements of this section shall only be applicable in respect of direct

insurance business.

(5) The licensed insurer or applicant shall not be regarded as conducting its business

in a sound and prudent manner if it:

12. Restriction on issue of insurance policies.- (l) No insurer shall offer any

policy or contract in respect of insurance business, until and unless the insurer has, not less

than such days as may be specified, prior to such offer, fumished to the Commission in respect

ofsuch policies or contracts, the particulars and materials specified by the Commission:



PARTIII
STATUTORY FI]NDS OF AIID OTHER SPECIAL REQUIREMENTS FOR LIFE

INST]RANCE COMPANIES

13. Statutory and other funds of life insurance companies. - (1) An insurer

carrying on the business of life insurance shall at all times maintain one or more statutory funds

in respect of its-

(a) life insurance business;

(b) investment linked business;

(c) life contingent annuity business;

(d) pension fund business;

(e) accident and health insurance business; and

(f) life insurance business outside Pakistan.

(2) An insurer that carries on life insurance business of such class or sub-class as

may be specified by the Commission for the purposes ofthis sub-section shall maintain one or
more statutory funds exclusively in respect ofthat business.

(3)

Commission

Statutory funds may not be divided or amalgamated without the approval ofthe

(4) The Commission may direct a life insurer to amalgamate or transfer a life
statutory fund where the Commission believes on reasonable grounds that amalgamation or
ransfer is required for the protection ofthe interests ofpolicy holders.

(5) An insurer having a share capital and carrying on life insurance business shall

maintain a shareholders' fund.

(6) An insurer not having a share capital and carrying on life insurance business,

shall maintain in its records a permanent capital fund.

(.7) In this Act, a reference to the shareholders' fund shall be deemed to include a
reference to the permanent capital fund, and provisions which are appticable to the
shareholders' fund shall apply mutatis mutandis to the pefiranent capital fund.

14, Establishment ofstatutory fund. - whenever an insurer establishes a statutory
fund for its life insurance business, the insurer shall give notice in the specified manner to the
Commission not later than thirty days prior to the establishment of the fund.
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15. Policies to be referable to specific statutory funds. - (l) A life insurance
policy issued by an insurer carrying on Iife insurance business shall be referable to one or more
statutory funds:

Provided that a policy which is not investmentJinked shall be referable to one statutory
fund only:

Provided further that where-

(a) contract ("the supplementary contract") which is supplementary to the

policy ("the principal policy") is of a type which would but for the

preceding proviso be required by section l4 to be referable to a different
statutory fund lrom that to which the principal policy is referable, and

(b) the premium attributable to such supplementary contract exceeds the

premium aftributable to the principal policy, the supplementary contract

shall be referable to that different statutory fund.

(2) The Commission may specifu the requirements incidental to the-

(a) manner ofproviding reference to the statutory fund or statutory funds

in the policy document to which the policy is referable;

(b) requirements when the provision in a policy document referring to two

or more statutory funds becomes effective;

(c) manner in which the statutory fund or funds to which a policy is

referable may be changed; and

(d) manner of effecting transfer of assets between statutory funds to be

determined by the appointed actuary ofthe insurer, in accordance with
such principles as may be specified.

16. Assets, liabilities, revenues and expenses offunds. - (1) All assets, liabilities,
revenues and expenses ofa life insurer shall be referable to one or more funds ofthe insurer.

Explanation.- in this section the word "fund" means a statutory fund or the

shareholders' fund.

(2) All amounts received by a life insurer in respect ofthe business ofa statutory

fund shall be credited to that fund.
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(3) All assets and investments related to the business ofa statutory fund shall be

included in that fund.

(4) Alt liabitities (including policy liabilities) of a life insurer arising out of the

conduct ofthe business ofa statutory fund shall be treated as liabilities ofthat fund.

(5) All assets, liabilities, revenues and expenses ofa life insurer which are referable

to the shareholders' fund and which are not attributed to a statutory fund shall be attributed to

the shareholders' fund.

(6) lf an asset, a liability, a revenue or an expense ofa life insurer is referable to

two or more statutory funds, or is referable in part to a statutory fund or funds but is also

referable to the shareholders' fund, the insurer shall apportion such asset, liability, revenue or

expense on a fair and equitable basis between the funds to which it is referable.

(7) An apportionment made under this section shall only be made after the directors

ofthe insurer have received the appointed actuary's written advice as to the faimess and equity

of the proposed basis of allocation.

17. Disposition of assets of statutory funds. - (l) The assets ofa statutory fi.rnd

are only available for expenditure related to the conduct ofthe business ofthe statutory fund.

(2\ Profits and losses of a statutory fund may only be dealt with in accordance with
the applicable provisions ofthis Act and specified regulations.

18. Prohibition of reinsurance between statutory funds. - (l) Reinsurance

between statutory linds maintained by one insurer is prohibited.

(2) For the purposes of this section, reinsurance between statutory funds shall be

deemed to exist, (whether or not there is a written contract ofreinsurance) where the following
circumstances are present,-

(a) part ofthe premium payable under a policy referable to one statutory
fund is credited to another statutory fund ("the reinsuring fund") to
which the policy is not referable; and

(b) a corresponding proportion ofthe liability under the policy is treated as

a liability for the discharge of which the assets ofthe reinsuring fund
are available.

19. Capital payments to life insurance statutory funds, - (l) A life insurer may
at any time make a capital payment to a statutory fund.
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(2) For the purposes of this section, a capital payment is an amount credited to a
statutory fund that is not required to be credited to that fund and does not represent any part of
the assets ofanother statutory fund.

(3) Atl capital payments made to a statutory fund in accordance with this section

shall be credited in the records of the statutory fund to a ledger account clearly identified as

capital contributed to the statutory fund.

20, Distribution ofcapital in a life insurance statutory fund. - (l) A distribution
ofcapital, other than a distribution to holders of participating policies by way ofbonus, shall
not be made at any time at which any ofthe accounts identified in sub-sections (l) and (2) of
section 2l have a debit balance.

(2) A distribution of capital, other than a distribution to holders of participating
policies by way ofbonus, shall not be made from a statutory fund unless the provisions ofsub-
sections (2) of section 34, after such distribution, are complied with.

(3) A distribution ofcapital contributed to a statutory fund may only be made after
the directors ofthe insurer have received the appointed actuary's written advice as to the likely
consequences of the proposed distribution.

(4) In providing his written advice under sub-section (3), the appointed actuary
shall have regard, without limitation, to the effect of the proposed distribution on the

compliance by the insurer with the provisions ofthis Act relating to solvency and on the ability
ofthe insurer to continue to comply with the provisions ofthis Act relating to solvency in the

context of its planned level ofactivity.

(5) Capital contributed to a statutory fund may only be distributed in the following
manner, namely:-

(a) by transfer to the shareholders' fund;

(b) by transfer to another statutory fund ofthe company; or

(c) by distribution as bonuses to holders ofparticipating policies.

21. Allocation ofsurplus on life insurance business. - (l) An insurer conducting
participating life insurance business shall, in the accounting records ofthe statutory fund or
funds in which that business is carried on, maintain ledger accounts separately identifing the

following-

retained eamings on participating business attributable to participating

policyholders;
(a)
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(b) retained eamings on participating business attributable to shareholders

but not distributable; and

(c) retained eamings on participating business distributable to shareholders.

(3) For the purposes ofthis section and section 22, the ledger accounts referred to

in clauses (a), (b) and (c) ofsub-section (l ) and in sub-section (2) are described for reasons of
brevity as follows, respectively-

(a) the A Account;

(b) the B Account;

(c) the C Account; and

(d) the D Account

(4) The ledger accounts identified in sub-sections (1) and (2) shall not be dealt with
other than in accordance with the provisions of this section and section 22, ot as lhe
Commission may specify.

(5) Immediately following each investigation carried out in accordance with section

50, the insurer shall allocate, by debiting or crediting the accounts identified in sub-section (l)
and sub-section (2) in each fund, the amount ofsurplus eamed in that fund, in accordance with

the provisions of this section.

(6) ln this section, the term "surplus" in respect ofa year means the increase or
decrease in that year ofthe excess of assets over liabilities (other than policyholder liabilities)
ofa statutory fund or ofa separately identifiable part ofa statutory fund, reduced by the increase

and enhanced by the decrease (so far, in the case ofa separately identifiable part ofa statutory
fund, as such increase or decrease is attributable to that separately identifiable part) in that year

of-

(a) the amount ofpolicyholder liabilities;

(b) the cumulative amount ofcapital conhibuted by the shareholders' fund;

(c) the amount ofthe accounts identified in sub-sections (l) and (2): and

(d) the amount ofany reserve required under this Act to be maintained.
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(2) An insurer conducting business other than participating business shall in the

accounting records ofthe statutory fund or funds in which that business is carried on maintain

a ledger account identifying the retained eamings on business other than participating business.



Explanation.- All amounts refened to in this sub-section shall be determined in
accordance with the regulations specified under sub-section (l) ofsection 46.

(7) The surplus eamed on participating contracts shall be allocated as follows
between the A Account and the B Account, namely:-

(a) not less than ninety per cent, or such other percentage as may be

specified, of the amount of surplus earned on participating contracts

shall be allocated to the A Account; and

(b) the amount represented by the difference between the surplus earned

on participating contracts and the amount referred to in clause (a) shall

be allocated to the B Account.

(9) lmmediately following the allocation ofsurplus in accordance with sub-section

(7), the amount ofsurplus adjustment in respect ofthat year shall be credited to the A Account
and debited to the C Account:

Provided that where the amount ofsurplus adjustment exceeds the credit balance ofthe
C Account the amount by which it exceeds that balance shall not be debited to the C Account
but shall be debited to the B Account:

Provided further that where the amount of surplus adjustment, but for this proviso,

exceeds the sum ofthe credit balance, ifany, ofthe B Account and the credit balance, ifany,
ofthe C Account, the amount ofsurplus adjustment shall for the purposes ofthis sub-section

only be equal to the sum ofthe credit balance, ifany, ofthe B Account and the credit balance,

ifany, ofthe C Account.

Explanation. - For the purposes of this section, the expression "surplus adjustment"
means ninety per cent, or such other percentage as may be specified, of the sum of the

following two amounts,-:

(a) the amount, if any, by which the total amount of management expenses

brought to account in determining the surplus earned on participating contracts

exceeds such total amount as is determined by the application of such

percentages as may be specified to first year and renewal premiums brought to
account in determining that surplus; and
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(8) For the purposes of this section a statutory fund which contains both
participating and non-participating policies, the amount of surplus earned on participating
contracts includes that element ofsurplus eamed other than on participating contracts which
is, on a fair and equitable basis, attributable to the participating policy holders having regard

to the interest ofparticipating policyholders in the undertakings ofthe statutory fund.



(b) the amount determined by applying for six months on a compound basis, to

the amount ifany determined in clause (a), the higher of,-

(D the investment eaming rate ofthe statutory fund during the year, so far

as concems participating contracts; and

(iD the average base rate during the year, calculated as at the final date of
each month on a compound basis.

( I 0) The amount of surplus eamed in each statutory fund during a year, and in respect

of each statutory fund to which sub-section (l) applies the amounts of surplus eamed on

participating contracts during that year and surplus adjustment in respect ofthat year shall be

certified by the insurer's appointed actuary.

(t l) All surplus other than surplus required to be dealt with under sub-section (7)

shall be allocated to the D Account.

(12) The Commission may make regulations for the administration of any matter in
this section, not otherwise provided for.

22, Restriction on dividends and bonuses. - (1) No insurer carrying on life
insurance business shall declare or pay any dividend to shareholders or make any payment in

service of any debentures, other than from the shareholders' fund.

(2) No insurer carrying on life insurance business shall appropriate from any

statutory fund to the shareholders' fund any amount other than,-

(a) an amount from the C Account or the D Account; or

O) a distribution ofcapital in accordance with section 20.

(3) No insurer carrying on life insurance business shall allocate, whether by way of
cash payment, by addition to policy liabilities or otherwise, as bonuses to participating policy
holders any amount other than,-

(a) an amount from the A Account, or

(b) a distribution ofcapital by way ofbonus in accordance with section 20.

(4) No amount may be credited to the C Account other than in accordance with the
provisions of this section.
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(5) An appropriation under sub-section (2) or an allocation of bonus under sub-

section (3) may only be made alter the directors of the insurer have received the appointed

actuary's written advice as to the likely consequences of the proposed appropriation or
allocation.

(6) In providing his written advice under sub-section (5), the appointed actuary
shall have regard, without limitation, to the effect ofthe proposed appropriation or allocation
on the compliance by the insurer with the provisions of this Act relating to solvency and on the

ability ofthe insurer to continue to comply with the provisions ofthis Act relating to solvency
in the context of its planned level ofactivity.

(a) not more than one-ninth of the amount of such bonuses as have been

allocated from the A Account; less;

(b) the lower of-

(D the amount if any of surplus adjustment debited to the B

Account in accordance with the proviso to sub-section (9) of
section 2l ; and

(ii) the arnount set out in clause (a) ofthis sub-section.

(8) Where the business in a statutory fund contains investment contracts, not being
participating contracts, under the terms of which the insurer has discretion to vary the amount

ofexpenses charged under the policy, the transfer to the shareholders' fund which may be made

in any one year from the D Account in that statutory fund shall be reduced, to the extent ofthe
balance in the D Account, by the amount of expense adjustment arising in the year ended on

the preceding 3l st December.

(9) For the purpose ofsub-section (8), the expression "expense adjustment" means

such proportion as may be specified of the amount, ifany, by which the total amount charged

to all such policies to meet management expenses exceeds such total amount as is determined

by the application ofsuch percentages as may be specified by the Commission to first year and

renewal premiums relating to such investment contracts:

Provided that where investment contracts include supplementary benefits, the amount

referred to in this sub-section shall be determined with reference to the premiums for the main

contract only excluding such supplementary benefits:
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(7) At the time at which bonuses, other than distributions ofcapital by way ofbonus
in accordance with section 20, are allocated to participating policy holders, an amount
determined in the following manner may, subject to sub-section (12), be debited to the B
Account and the amount ifany debited to the B Account shall be credited to the C Account,-



Provided further that for the purposes ofdetermining the amount ofexpense adjustment,

the amount of management expenses charged to policies shall be determined in accordance

with such basis as the Commission may specifo.

(10) The amount ofexpense adjustment in each year in respect ofeach statutorl' fund

to which sub-section (8) applies shall be certified by the appointed actuary.

(11) An insurer may, subject to sub-section (12), at any time make a transfer from
the B Account, the C Account or the D Account to the credit ofthe A Account.

(12) No appropriation, allocation or transfer under sub-section (2) or sub-section (3)

or under sub-section (7) or sub-section (11) shall be made ifthat appropriation, allocation or
transfer would result in a debit balance in the ledger account from which the appropriation.

allocation or transfer is made.

(13) The Commission may make regulations for the administration of any matter in

this section, not otherwise provided for.

23. Declaration of interim bonuses.- Notwithstanding anything to the contrary

contained in this Act, an insurer carrying on the business of life insurance shall be at liberty to
declare an interim bonus or bonuses to policy holders whose policies mature for payment by
reason of death or otherwise during the period between two investigations conducted in

accordance with section 50, on the recommendation ofthe appointed actuary made in his report
on the last preceding valuation.

PART IV
OTHER SPECIAL REQUIREMENTS FOR LIFE AIID NON.LIFE INSURANCE

24. Appointed actuary.- (l) Every life insurer and every non-lifb insurer shall

appoint an actuary as its appointed actuary.

(2) The Commission may on reasonable grounds disapprove such appointment and

require the appointment ofanother actuary.

(3) The Commission shall specifo the qualification, appointment, termination and

other matters connected and incidental with an appointed actuary.

25, Responsibilities of appointed actuary for life insurance business.- (l) The
appointed actuary shall be responsible to perform such duties as he may be assigned under this
Act.

(2) Such duties shall include-
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(a) performing an annual investigation into the financial condition ofa life
insurer according to such scope, and reporting on such investigation in
such terms as, may be specified by the Commission;

(b) providing written advice as to the equitable apportionment olrevenues

and expenses between funds and behveen policy holders within funds;

(c) certirying that the terms and conditions ofa type ofpolicy issued by a

life insurer are sound and workable;

(d) certirying premium rates at the time of introduction of a new product

and any change in these rates;

(e) certiffing annually mortality, expenses and other charges under

investment contracts; and

(0 such other duties as may be specified.

(3) The appointed actuary ofan insurer, in the performance ofhis duties assigned

under this Act, must comply with such requirements as may be specified.

(4) The appointed actuary ofan insurer shall be entitled at any time to address or to

make a report to the Board of Directors of the insurer, with respect to any matter which in the

opinion of the appointed actuary requires to be brought to the attention of the Board of
Directors.

(5) An appointed actuary shall not be dismissed from his ofiice without the

permission of the Commission, which shall not unreasonably be withheld.

(6) An appointed actuary who resigns his office shall inform the Commission ofthe
reasons for his resignation and ofany matters connected therewith which he believes should

be brought to the attention ofthe Commission.

(7) An appointed actuary who is dismissed from his oflice shall inform the

Commission of any matters connected with his dismissal which he believes should be brought

to the attention of the Commission.

(8) An appointed actuary who resigns or is dismissed shall not be liable to any

person for any statement properly made with due cause pursuant to sub-section (6) or sub-

section (7).

26. Responsibilities of appointed actuary for non-life insurance business.- (1)

The appointed-actuary of a non-life insurer shall be responsible to perform such duties as may

be assigned under this Act.
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(2) Such duties shall inter-alia, include-

(a) providing written advice to the nonlife insurer on valuation of its
uneamed premium reserves, premium deficiency reserve, incurred but

not reported claim reserve, incurred but not enough reported claim

reserves or any other reserves that may be required to be kept by a non-

life insurer;

(b) providing written advice to the non-life insurer on adequacy ofthe past

reserves held by the non-life insurer, for a period of not less than five
years, based on the actual experience in the subsequent years; and

(c) such other duties as may be specified.

(3) The Commission shall speci$ the duties to be assigned to the appointed actuary

for nonlife insurance business for the purpose of giving effect to the regulations specified

under section 39.

(4) The provisions of sub-section (3) to (8) of section 25, shall mutatis mutandis

apply in the case ofappointed actuary ofa non-life insurer.

PART V
REQUIREMENTS AS TO CAPITAL AND STATUTORY DEPOSITS

27. Requirements as to capital. - (l) An insurer licensed under this Act to carry

on insurance business shall have a paid-up capital of not less than the required minimum

amount, as may be specified:

Provided that in the case of micro insurer or a digital insurer licensed to undertake

microinsurance or digital only insurance business, the Commission shall separately specily the

required minimum amount under sub-section (l).

Provided further that in the case ofreinsurer licensed to undertake reinsurance business,

the Commission shall separately specifl the required minimum paid-up capital under sub-

section (1), for the following categories, namely:-

(a) lile reinsurance business:

(b) non-life reinsurance business; and

(c) compositereinsurancebusiness.
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(2) An insurer, not having a share capital, shall not be required to comply with the

provisions of the preceding sub-section.

28. Deposits.- (l) Every insurer shall, in respect ofthe insurance business carried

on by him in Pakistan, deposit and keep deposited with the State Bank of Pakistan, in one of
the offices in Pakistan ofthe State Bank ofPakistan for and on behalfofthe concemed insurer

the required minimum amount specified in sub-section (2), either in cash or in approved

securities estimated at the market value ofthe securities on the day ofdeposit, or partly in cash

and partly in approved securities so estimated.

(2) For the purposes of this section the required minimum amount shall be such

amount as may be specified:

Provided that till the time regulations are issued under sub-section (2), the minimum
statutory deposit shall be the same as was required under sub-section (2) ofsection 28 ofthe
repealed Ordinance.

(3) A deposit made in cash shall be held by the State Bank ofPakistan to the credit

of the insurer and shall except to the extent, if any, to which the cash has been invested in

securities, be retumable to the insurer in cash in any c.rse in which, under the provisions of
this Act, a deposit is to be retumed; and any profit or return (howsoever called or designated)

accruing due and collected on securities deposited under sub-section (l) shall be paid to the

insurer, subject only to deduction ofthe normal commission chargeable for the realisation of
profit or retum (however called or designated).

(5) In case ofsale or maturity ofany securities pledged with the Bank, ifthe cash

realised by the sale of or on the maturing of the securities (excluding, in the former case, the

profit or retum (however called or described) accrued) falls short ofthe market value of the

securities at the date on which they were deposited with the Bank, the insurer shall make good

the deficiency by a further deposit either in cash or in approved securities estimated at the

market value ofthe securities on the day on which they are deposited, or partly in cash and

partly in approved securities so estimated, within a period of two months from the date on

which the securities matured or were sold and, unless he does so. the insurer shall be deemed

to have failed to comply with the requirements of this section as to deposits.

(6) Ifany part ofa deposit made under this section is used in the discharge ofany
liability of the insurer, the insurer shall deposit such additional sum in cash or approved

(4) The insurer may at any time replace any securities deposited by him under this

section with the State Bank ofPakistan either by cash or by other approved securities or partly

by cash and partly by other approved securities provided that such cash, or the value of such

other approved securities estimated at the market rates prevailing at the time of replacement,

or such cash together with such value, as the case may be, is not less than the value of the

securities replaced estimated at the market rates prevailing when they were deposited.



securities estimated at the market value ofthe securities on the day ofdeposit, or partly in cash

and partly in such securities, as will make up the amount so used. The insurer shall be deemed

to have failed to comply with the requirements of sub-section (l), unless the deficiency is

supplied within a period of two months from the date when the deposit or any part thereof is
so used for discharge of liabilities.

(7) The market value on the day ofdeposit ofsecurities deposited in pursuance of
any of the provisions of this Act with the State Bank of Pakistan shall be determined by the

State Bank ofPakistan whose decision shall be final.

29. Reservation of deposits.- (1) Any deposit made under section 28 shall be

deemed to be part ofthe assets ofthe insurer but shall not be the subject ofany encumbrance;

nor shall it be available for the discharge of any liability of tlre insurer other than liabilities
arising out ofpolicies ofinsurance issued by the insurer, so long as any such Iiabilities remain
undischarged; nor shall it be liable to attachment in execution ofany decree except a decree

obtained by a policy holder ofthe insurer in respect ofa debt due upon a policy which debt the
policy holder has failed to realise in any other way:

Provided that the Commission may specily regulations to govem the matters provided
in sub-section (l).

(2) Where a deposit is made in respect oflife insurance business the deposit made

in respect thereofshall be deemed to be a part ofthe assets ofthe shareholders' fund.

(3) In this section, the term "full value ofthe deposit" means the cash or the market
value of other assets forming the deposit, as certified by the State Bank ofPakistan.

30. Refund ofdeposits.- (1) An insurer may at any time apply to the State Bank of
Pakistan-for consent to retum ofsuch portion ofthe deposit as is in excess ofany amount which
the insurer is required under this Act to keep deposited,

(2) The State Bank of Pakistan shall forward the request of the insurer to the
Commission seeking its consent for retum ofsuch portion ofthe deposit as is in excess ofany
amount which the insurer is required under this Act to keep deposited and such consent shall
not be unreasonably withheld.

PART VI
SOLVENCY REQUIREMENTS

31. Admissible Assets. - (l) The Commission shall, through regulations specify the
assets which shall, for the purposes ofthis part, be considered as admissible assets.

(2) The Commission shall, through regulations specify the assets which shall, for
the purposes of this part, be considered as inadmissible assets:
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Provided that in the regulations for the inadmissibility of assets, the Commission may
provide limits for inadmissibility ofcertain assets on such basis, as may be specified.

Provided further that, till the time regulations are issued by the Commission under sub-

section (l) and (2), the admissible and inadmissible assets shall be determined in the manner

and to the extent provided under sub-section (1) and (2) ofsection 32 ofthe repealed Ordinance.

(3) The Commission may, in specifuing matters referred to in sub-section (2), make

separate specification in respect of insurers carrying on life insurance business and those

carrying on non-life insurance business; and within the category oflife insurance business may

make separate specification in respect of statutory funds which are required by this Act to be

established for the conduct ofa particular category of life insurance business.

(4) For the purposes ofsub-section (2), the limits of inadmissibility to be specified

shall extend, mutatis mutandis in respect of investments made in shares (or equity securities by

whatever name called) ola body corporate incorporated in ajurisdiction other than Pakistan.

(5) An insurer, for the purposes ofthis Part, may make an application, in writing,

to the Commission for seeking declaration of assets as admissible assets, in such form and

manner as may be specified.

(6) The Commission may declare certain assets, not to be admissible assets of an

insurer or ofa life insurance statutory fund maintained by an insurer, in such form and manner

as may be specified.

32. Assets and liabilities in Pakistan. - (1) For the purposes of this Part, an asset

is an asset in Pakistan if-

(a) it is immovable property situated in Pakistan;

(b) it is movable property (other than money, debts or other actionable

claims) physically located in Pakistan and owned by and in the

possession of a person resident in Pakistan and no person (other than

the o\4ner thereof) has any better right to possession thereof whether

by virtue of an encumbrance or otherwise and is lawfully entitled to

take it out ofPakistan or remove it from Pakistan;

(c) it is money or a debt or an actionable claim denominated or payable

only in rupees in Pakistan; or

it is money or a debt or an actionable claim denominated or payable in

a currency otler than rupees in respect of which any person has a right

to sue and recover the same by proceedings in Pakistan or it is required

(d)
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by law to be received in Pakistan by or is payable to a person resident

in Pakistan.

(2) For the purposes ofthis Part, where a liability is undertaken by a person under,-

(a) a contract of insurance made in Pakistan or in respect of which a
proposal was accepted or a policy issued in Pakistan, not being a

contract,-

(i) that relates only to a liability contingent upon an event that can

happen only outside Pakistan, not being a liability that the person

has undertaken to satisfo in Pakistan; or

(ii) where the person carries on insurance business both in and

outside Pakistan, that relates only to a liability that the person has

undertaken to satis$ outside Pakistan; or

(b) a contract of insurance made outside Pakistan or in respect of which a
proposal was accepted or a policy issued outside Pakistan where any

part of the negotiations or arrangements leading to the making of the

contract, to the acceptance of the proposal or to the issuance of the
policy took place or were made in Pakistan, that liability is a liability
in Pakistan, when a contrac!, -

(i) relates to a liability contingent upon an event that can happen

only in Pakistan; or

(ii) where the person carries on insurance business both in and

outside Pakistan, that relates to a liability that the person has

undertaken to satisly in Pakistan,

33. Valuation of assets and liabilities, - For the purposes of this Part, the assets

and liabilities olan insurer shall be valued in such manner as may be specified:

Provided that, till the time regulations are issued by the Commission underthis section,

the valuation ofassets and liabilities shall be made in the manner and to the extent provided

under section 34 ofthe repealed Ordinance.
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34. Net admissible assets oflife insurers.- (i) A life insurer, having share capital,
shall at all times maintain in its shareholders' fund, or for a life insurer, not having share capital,
in respect of its permanent capital fund, a surplus of admissible assets in pakistan over
liabilities in Pakistan of not less than the minimum amount as may be specified:



Provided that in the case of micro insurer, a reinsurer or a digital insurer licensed to
undertake life microinsurance, life reinsurance or life digital only insurance business, the

Commission shall separately specify the required minimum amount under sub-section (l).

(2) A life insurer shall, in each statutory fund maintained by it for the conduct of
business, maintain at all times a surplus of admissible assets in Pakistan over liabilities in

Pakistan, other than policyholder liabilities, equal to or greater than the amount ofpolicyholder
liabilities and a solvency margin calculated in accordance with such principles as may be

specified by the Commission.

(3) A life insurer shall, in each statutory fund maintained by it, maintain at alltimes,
in each currency in which the policy liabilities ofthat statutory fund are denominated, a surplus
of admissible assets denominated in such currency over liabilities including policyholder
liabilities denominated in such currency and a solvency margin to be determined in accordance

with such provisions in this respect as the Commission shall specifo.

(4) Where a life insurer has issued policies the benefits under which are payable in

a currency other than Pakistan Rupees, securities denominated in that currency and issued and

guaranteed as to principal and profit or return (however called or designated) by the

Govemment ofthe country in whose currency such benefits are expressed, shall be deemed for
the purposes of this section to be admissible assets ofa statutory fund to which such policies

are referable.

(5) The Commission may specify a percentage or percentages ofthe assets ofthe
shareholders' fund of a life insurer, and of a statutory fund of a life insurer, other than a

statutory fund which contains only investment-linked policies, which shall be invested in
Govemment securities, or in a combination of Govemment securities and other approved

securities.

(6) The aggregate of percentages specified under sub-section (5) shall not exceed

forty per cent or such percentage as may be specified:

Provided that the provision ofsub-section (5) and (6) shall not be applicable on a life
reinsurer licensed to undertake life reinsurance business.

(7) Where a licensed reinsurer, is allowed to undertake composite reinsurance

business, the provisions of this section shall apply mutatis mutandis in respect of its life
reinsurance business.

(8) Notwithstanding the powers of the Commission to issue a direction under

section 65, where a life insurer fails to maintain the solvency requirement under this section,

the Commission may direct the life insurer to submit a financial plan and a plan of action to
the Commission, to correct the deficiency within a period not exceeding six months.
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(9) A life insurer who has submitted a plan, as required under sub-section (8), the

Commission may propose modifications to the plan, if the Commission considers the same to

be inadequate, the Commission may give such directions, as may be deemed necessary,

including direction to cease entering into new contracts of insurance under section 65.

( I 0) A life insurer who does not comply with the provisions of sub-section (8) shall

be deemed to have made default in complying with the requirements of this section.

(l l) The Commission shall have the power to specifl a percentage or a range of
percentages for investment exposure ofthe shareholders' fund ola life insurer or the statutory

funds ofa life insurer, in different asset classes, which shall also be specified:

Provided that the power of the Commission to specifr a percentage or a range of
percentages for investment exposure in different asset classes shall be exercised after giving
due consideration to the nature and term ofthe liabilities ofthe life insurer.

35. Insurers ofnon-life insurance business to have assets in excess of minimum
solvency requirement.- (l) An insurer licensed under this Act to carry on non-life insurance

shall at all times have admissible assets in excess of its liabilities ofan amount greater than or
equal to the minimum solvency requirement to be calculated based on such principles and as

per such methods as may be specified:

Provided that in the case ofa micro insurer, a reinsurer or a digital insurer licensed to
undertake nonlife microinsurance, non-life reinsurance or non-life digital-only insurance

business, or where a reinsurer is licensed to undertake both life and non-life reinsurance

business, as the case may be, the principles and methods for calculation of minimum solvency
requirement shall be separately specified.

Provided further that, till the time regulations are issued by the Commission under sub-

section (l), the minimum solvency requirements shall be deemed to be such as were required
under sub-section (3) of section 36 ofthe repealed Ordinance.

(2') The Commission may direct an insurer not to deal with any specified asset for
any specified period of time in order to ensure compliance by the insurer with the provisions

of this Part.

(3) Where a licensed non-life reinsurer, is allowed to undertake composite
reinsurance business, the provisions of this section shall apply mutatis mutandis in respect of
its non-l ife reinsurance business.

(4) Without prejudice to the powers of the Commission to issue a direction under
section 65, where a non-life insurer fails to maintain the solvency requirement under this
section, the commission may direct the non-life insurer to submit a financial plan and a plan
ofaction to the commission, to correct the deficiency within a period not exceeding six months.
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(6) A non-life insurer who does not comply with the provisions ofsub-section (4)

shall be deemed to have made default in complying with the requirements of this section.

(7) The Commission shall have the power to specifo a percentage or a range of
percentages for investment exposure of the non-life insurer, in different asset classes, which

shall also be specified:

Provided that the power of the Commission to speciry a percentage or a range of
percentages for investment exposure in different asset classes shall be exercised after giving

due consideration to the nature and term ofthe liabilities ofthe non-life insurer.

36. Prohibition of loan.- (l) No insurer shall grant to, or to any member of the

family olchief executive, appointed actuary, or auditor ofthe insurer any loan or temporary

advance, whether secured by an encumbrance of property or otherwise except a loan, secured

by a life policy issued by the insurer, ofnot more than eighty per cent., or such other percentage

as may be specified, ofthe surrender value ofthat policy.

(2) Except with the prior approval ofthe Board ofDirectors at a regularly convened

meeting by the vote ofnot less than two-thirds ofthe total number ofdirectors, no insurer shall

grant any loan or temporary advance to any firm or company in which any director, manager,

actuary, auditor or oflicer ofthe insurer, or any member ofthe family ofsuch director, manager,

actuary, auditor or ofticer has any interest as proprietor, partner, director, manager or managing

agent:

Provided that no such approval shall be required ifthe loan is secured by a life policy

issued by the insurer and is an amount not exceeding eighty per cent., or such other percentage

as may be specified, ofthe surrender value ofthat policy.

(3) The director concemed shall not vote at, or otherwise participate in the

proceedings ofthe meeting ofthe Board considering the gBnt ofany such loan or advance as

is referred to in sub-section (2).

(4) Where any event occurs giving rise to circumstances the existence ofwhich at

the time ofthe grant ofany subsisting loan or temporary advance would have made such grant

a contravention of sub-section (l) or sub-section (2), such loan shall, notwithstanding any

contract to the contrary, be repaid within three months from the occurrence of such event and

in case of default, the director, manager, actuary, auditor or olficer concemed shall, without
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(5) A non-life insurer who has submitted a plan, as required under sub-section (4),

the Commission may propose modifications to the plan, if the Commission considers the same

to be inadequate, the Commission may give such directions, as may be deemed necessary,

including direction to cease entering into new contracts ofinsurance under section 65.



prejudice to any other penalty to which he may be liable, cease to hold office with the insurer

granting the loan or advance on the expiry ofthe said three months.

(5) Nothing in sub-section (1) or sub-section (2) shall apply to loans or advances

granted by an insurer to a financial institution or to a subsidiary company (being an insurer) or
to any insurer to which the insurer granting the loan or advance is a subsidiary company.

(6) Nothing in sub-section (l) shall apply to any stipend paid to any insurance agent

while he is undergoing a course oftraining approved by the Federal Government.

(7) The provisions ofsection 182 ofthe Companies Act,2017 (XIXol20l7), shall

apply mutatis mutandis in respect of loan granted to the director of an insurer or its holding
company or any of its relatives or in relation to giving a guarantee or providing security in
connection with a loan made by any person to such a director, or to any of his relatives:

Provided that the provision ofsection 182 ofthe Companies Act, 2017 (XIX of20l7),
shall not apply to a loan granted by an insurer being a company, if the loan is one granted on

the security ofa policy on which the insurer bears risk and the policy was issued on his own

life, and the loan is ofan amount not more than eighty per cent., or such other percentage as

may be specified, ofthe surrender value ofthe policy

(8) Except as otherwise provided in this section, an insurer may make a loan or
temporar), advance to an employee or agent of that insurer in accordance with the policies

formulated by the insurer duly approved by its board ofdirectors, in this regard.

(9) No loan or temporary advance granted under this section by a life insurer to an

employee or an agent ofthe insurer, other than a loan granted on the security ofa policy issued

to the employee or agent on his own life and on which the insurer bears risk, shall be made

other than from the shareholders' fund ofthe insurer.

37, Liability of directors, etc. for loss due to contraventions of sections 34, 35
or 36.- If by reason of a contravention of any of the provisions of sections 34, 35 or 36, any
loss is sustained by the insurer or by the policy holders, every director, manager or officer of
the insurer who is knowingly a party to such contravention shall, without prejudice to any other
penalty to which he may be liable under this Ac! bejointly and severally liable to make good
the amount of such loss.

38, Assets ofinsurer how to be kept.- None ofthe assets in pakistan ofany insurer
shall, except in the case ofdeposits made with the State Bank ofpakistan under section 2g, or
in the case ofassets, other than deposits, with a scheduled bank acting as a custodian, be kept
otherwise than in the corporate name and under the direct control ofthe insurer and, in the case
ofassets ofa statutory fund ofa life insurer, in the name ofthe Iife insurer:
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Provided that in the case of the assets of a statutory fund of a life insurer, the insurer
shall in its books and record clearly designate the assets ofa statutory fund in the name ofthat
statutory fund.

39. Power of the Commission to itrtroduce risk based capital and solvency

requirements.- (l) The Commission may, speciry risk based capital and solvency

requirements, in such form and manner as may be necessary for the conduct of insurance

business.

(2) The risk based capital and solvency requirements specified by the Commission

shall apply to-

(a) all licensed insurers;

(b) a division of insurance business, or direct insurance business, or
reinsurance business, or takaful business, or a specified class or classes

of insurance business; or

(c) one or more specified licensed insurers.

(3) The risk based capital and solvency requirements specified by the Commission

may,-

(a) have general or specific application; or

(b) provide for different treatment in special circumstances.

(4)

respect to-
For the purposes of sub-section ( I ), the Commission may make regulations with

(a) the minimum amount of capital that an insurer must hold and maintain

and the methods for determining or calculating the amount (whether by

reference to a specified formula, framework, or amount, a combination

of specified formulae, frameworks, or amounts, or otherwise) of the

minimum capital to be maintained;

(b) the methods for determining or calculating (whether by reference to a
specified formula, framework, or amount, a combination of specified

formula, fiameworks, or amounts, or otherwise) a solvency margin for

the purposes ofa condition of license;

the methods for determining whether, and the extent to which, a solvency

margin is being maintained;

(c)
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(d) the requirements relating to reports about the financial condition ofan
insurer and other reports relating to the solvency ofthe insurer (including

requirements relating to the information that shall be contained in the

reports, who shall prepare the reports, how often the reports shall be

prepared, other matters conceming the preparation of reports, to whom

the reports shall be provided, and when the reports shall be provided);

(e) for the purposes of sub-clause (a) to (d) the risk based capital and

solvency requirements shall provide for-

(i) the methods for estimating or valuing the assets or liabilities (or

both) ofan insurer;

(iD the assets ofan insurer that must be disregarded (in whole or in
part) for the purposes of estimating or valuing the assets of an

insurer;

(iiD whether, and the extent to which, the value ofan insurer's assets

exceeds the value of its liabilities (inctuding contingent

liabilities);

(iu) whether an insurer is able to pay its liabilities as they become due

in the normal course ofbusiness; and

(v) any other matters relating to the financial condition or solvency
ofan insurer;

(0 The requirements relating to the disclosure of information as to the
financial condition or solvency ofan insurer and the form and manner of
such disclosure shall be disclosed to one or more ofthe followin" -

(D the Commission;

(iD the insurer's policyholders or any class of those policyholders;
and

(iiD the public or any class ofthe public or any other person notified
by the Commission.

PART }iII
REINST]RANCE ARRANGEMENTS

Special definitions and conditions applicable to this part.- (1) In this part-10

44



(a) "Company" means a licensed reinsurer or reinsurers, incorporated in

Pakistan, duly notified by the Federal Govemment as eligible lor
compulsory cession under section 42; and

(b) "net retention" means the part of the sum insured in respect of any one

risk which is retained by an insurer to his own account.

(2) This Part, other than section 41, shall cease to have effect with regard to a
Company to which a direction is given by the Commission to cease entering into new contracts

of insurance from the effective date given in such direction.

(3) A provision ofthis Part, other than section 41, shall not have effect with respect

to an insurer ifand to the extent that complying with that provision would cause that insurer to

contravene a provision ofsection l0 or section 41.

(4) For the purposes of this Part, other than section 4l and this section, the

Company is not an insurer.

41. Requirement to elfecl and maintain reitrsurance arrangements.- (l) An
insurer or takaful operator shall at all times maintain such reinsurance or retakaful
arrangements, as the case may be, as are in the opinion of the directors (or such other person

or body responsible for conducting the management and business of the insurer or takaful

operator), formed on reasonable grounds, having regard to the exposures of the insurer or
takaful operator in respect of individual contracts accepted and in respect of ag$egate losses

arising out of individual events, adequate to ensure continuing compliance by the insurer or
takaful operator with the provisions ofthis Act relating to solvency.

(2) Every insurer and takaful operator shall submit to the Commission, in the

manner specified by the Commission and not less than one month prior to the coming into

effect, or as soon as practic.able thereafter, ofany treaty reinsurance or retakaful arrangement

entered into by the insurer or takaful operator as cedant, such features of that reinsurance or
retakaful arrangement as may be specified by the Commission.

(3) Wlere any reinsurance or retakaful treaty the particulars of which have been

submitted to the Commission under sub-section (2) is altered or any new treaty reinsurance or
retakaful arrangement is made after the submission ofthe information under sub-section (2),

the insurer or takaful operator concemed shall submit to the Commission, in the manner

specified by the Commission, particulars of such alteration in the treaty or such new treaty

reinsurance or retakaful arrangement within one month ofsuch alteration or arrangement and

shall submit such further information or clarification as the Commission may require.

(4) The Commission may, at any time and after giving the insurer or takaful

operator an opportunity ofbeing heard, for reasons to be recorded in writing, direct the insurer
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or takaful operator to make such modifications in its reinsurance or retakaful anangements, as

the case may be, as the Commission may require.

(5) The Commission may make regulations, not inconsistent with sub-section (1),

goveming the reinsurance or retakaful outside Pakistan, other than on a treaty basis, of
insurance or takaful business underwritten by an insurer or takaful operator, as the case may

be, in Pakistan.

42. Compulsory cession.- (1) The Federal Govemment may, by notification in the

official Gazette, direct that every insurer shall offer to reinsure with the Company such

proportion as is determined on such basis as may be specified in such notification of its direct
nonJife insurance business which is in excess ofthe aggregate of-

(a) the insurer's net retention; and

(b) the sum insured otherwise reinsured with the Company or with anv other

insurer in Pakistan but excluding any part reinsured outside Pakistan.

(2) The reinsurance set out in sub-section (l) shall for the purposes of this Act
constitute a treaty conhact ofreinsurance between the insurer and the Company, operating on
a risks attaching basis.

(3) Whoever contravenes the foregoing provisions of this section shall be
punishable with a fine which may extend to one hundred thousand rupees and with a further
fine which may extend to ten thousand rupees for every day after the day on which the

contravention continues.

(.4) The Federal Govemment may, by notification in the offrcial Gazette and on
reasonable grounds, exempt any insurer and the Company fiom the preceding requirements of
this section so far as concems any part ofany class or sub-class ofbusiness.

43. Premiums and statements.- ( I ) Every insurer having reinsurance with the
Company shall pay the amount payable on account of reinsurance with the Company as

required under sub-section (l) ofsection 42, within such period as may be prescribed and in
default of such payment shall be liable to pay the company for the period during which the
default continues a penalty calculated on the amount ofthe defaulted premium at the base rate
prevailing on the date on which the default first occuned.

@ Every insurer sha submit to the company in such manner and form and within
such period as may be prescribed, a statement relating to his business reinsured with the
Company under sub-section (l) ofsection 42.
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Explanation.- For the purposes of this section, "reinsurance" and "retakaful" includes

"retrocession".



(3) Whoever contravenes sub-section (l) or sub-section (2) shall be punishable with
a fine which may extend to ten thousand rupees and with a further fine which may extend to

one thousand rupees for every day after the day on which the contravention continues.

(4) The Company may call for or examine or cause to be examined such relevant

accounts, books, documents, memoranda or other records ofan insurer as it may reasonably

require for the purpose of verifiing the correctness of the claims, declarations, returns,

statements or other information submined to it bv that insurer.

(5) An insurer shall, when called upon to do so under sub-section (4), produce and

make freely accessible to the Company or to its representative duly authorised in this behalf
such accounts, books, documents, memoranda or other records as are in his possession or
control, and shall otherwise facilitate the examination thereof.

(6) Whoever wilfully obstructs the Company or any person authorised by it in the

exercise of its or his power or performance of functions under sub-section (4), or fails without
reasonable cause to comply with a request made thereunder, or who, being an insurer, fails

otherwise to comply with a duty imposed on that insurer under sub-section (5), shall, in respect

ofeach occasion on which any such obstruction or failure takes place, be punishable with fine
which may extend to fifty thousand rupees.

44. Rules for the administration ofcompulsory surplus reinsurances. - (1) The

Federal Covemment may make such rules and issue such notifications as are necessary for the

administration of section 42 and section 43.

(2) Rules, regulations and notifications, made under the authority ofthe Pakistan

Insurance Corporation Act, 1952 for the purposes of section 26 of lhat Act and in force as at

the commencement date, shall be deemed to have been made under the provisions of the

preceding sub-section and shall apply mutatis mutandis except in so far as and to the extent
that they conflict with the provisions of this Act.

PART VIII
ACCOTN{TS AND ATJDIT

(2) Books, accounts and records in respect of insurance business transacted in

Pakistan shall be maintained in Pakistan and in either the English or in any other language as

may be specified.
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45. Books and records.- (l) Every insurer, in respect of all insurance business

transacted by him, and in the case ofan insurer incorporated in ajurisdiction outside Pakistan

in respect ofthe insurance business transacted by the insurer in Pakistan, shall maintain proper

books and records.



(3)

limitation-
For the purposes of this Act, proper books and records shall include without

(a) a register or record ofpolicies, in which shall be entered, in respect of
every policy issued by the insurer, the name and address of the policy

holder, the date when the policy was effected and a record of any

transfer, assignment or nomination of which the insurer has notice;

(b) a register or record ofclaims, in which shall be entered every claim made

together with the date ofthe claim, the name and address ofthe claimant

and the date on which the claim was discharged, or, in the case ofa claim

which is rejected, the date ofrejection and the grounds therefor; and

(c) such other books and records as may be specified.

(4) For the purposes ofthis Act, the expression "books" includes -

(a) a register;

(b) accounts or accounting records, however compiled, recorded or stored;

(c) a document; and

(d) any other record ofinformation.

(5) A book that is required by this Act or the Companies Act, 2017 (Xl)I. of 2017)
to be kept or prepared by an insurer may be kept or prepared-

(a) by making entries in a bound or loose-leafbook;

(b) by recording or storing the matters concerned by means ofa mechanical,
electronic or other device; or

(c) in any other manner approved by the Commission:

Provided that the matters recorded or stored are capable, at any time, ofbeing reproduced
in a written form or a reproduction ofthose matters is kept in a written form approved by the
Commission.

(6) An insurer shall take all reasonable precautions, incruding such precautions, if
any, as may be specified, for guarding against damage to, destruction ofor falsification ofor
in, and for discovery offalsification ofor in, any book or part ofa book required to be kept or
prepared by an insurer.
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(2) Every insurer shall fumish, to the Commission, within thirty days of the close

of first and third quarter and within sixty days ol the close of second quarter of its year of
account, statements required under sub-section (l) prepared in such manner as specified under

sub-section (l) and in such form as notified under sub-section (l):

Provided that the Commission shall have to the power to speciff different submission
timelines in respect ofregulatory returns ofthe insurers:

(3) In the case ol an insurer licensed to conduct life insurance business, the

regulatory retums shall be furnished separately in respect ofeach statutory fund maintained by
the life insurer and the shareholders' fund.

(4) The statements notified under this section shall be prepared in respect of all
insurance business transacted by an insurer except in the case of an insurer incorporated in a
jurisdiction outside Pakistan for which the statement shall be prepared in respect of the
insurance business transacted by the insurer in Pakistan.

(5) In the case ofa life insurer having in force policies which are investment linked
or any other type of insurance, the statements referred to in sub-section (2) shall be

accompanied by such other statements as may be specified.

(6) The statements specified under sub-sections (l) and (2) shall, in the case ofan
insurer, be approved by the board ofthe insurer and signed on behalfofthe board by the chief
executive officer and at least one director olthe insurer and also by chieffinancial officer, or
in the case ofan insurer incorporated in ajurisdiction outside Pakistan, by its principal officer
in Pakistan and any two directors (or the closest comparable officer equivalent thereto):

Provided that when the chiefexecutive is for the time being not available in Pakistan,

then the statements may be signed by at least two directors.

(7) The Commission shall have the power to specif embedded value framework
for life insurance companies for the purpose of determination oftheir financial performance
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46, Accounting and reporting. - (l) Every insurer shall at the expiration ofeach
year prepare and deliver to the Commission with reference to that year such financial
statements and regulatory returns audited by an approved auditor, as per the illustrative formats
of financial statements and regulatory retums notified by the Commission and prepared in
accordance with such regulations as may be specified from time to time in this behalf.

Provided further that till the time regulations or notification, as the case may be, is
issued by the Commission under sub-section (l) and (2), the financial statements and regulatory
returns shall be prepared in the manner as provided under sub-section (l) and (2) ofsection 46
of the repealed Ordinance.



and appraisal value, which includes but is not limited to, the determination ofpresent value of
future profits and adjusted net asset value.

47. Compliance with companies laws relating to accounts, reports, elc.- (l)
Every insurer being a company shall deliver to the Commission in such manner as may be

specified such additional copies as may be specified of all accounts, documents, reports and

retums filed under the Companies Act, 2017 (XIX of 2017) ar the same time as they are

required to be filed thereunder.

(2) Ar insurer incorporated in ajurisdiction outside Pakistan licensed as an insurer

shall comply with all applicable requirements of Part XII of the Companies Act, 2017 (XIX of
2017) and shall provide to the Commission in such manner as may be specified such additional

copies as may be specified of all accounts, documents, reports and retums filed thereunder at

the same time as they are required to file under the Companies Act, 2017 (XIX of2017).

(3) In addition to the requirements ofthe foregoing sub-section, an insurer which is

an insurer incorporated in ajurisdiction outside Pakistan, shalI also provide to the Commission,

not later than thirty days from such date on which such insurer is required to provide such

information to any govemmental or independent regulatory authority in accordance with the

laws ofthe jurisdiction of its incorporation or other applicable law in the country in which it
has its corporate seat or principal place of business, a copy of the annual accounts prepared

under the laws ofthe place of its incorporation and a copy ofany public document which shows

or purports to show the annual profit or state of affairs ofthe insurer in respect of its business

in Pakistan.

(4) Any materials required to be provided under the provisions ofsub-sections (2)

and (3), if not in either the English or the Urdu language, shall be accompanied by certified
copies (in such number as may be required under the Companies Act, Z0l'7 (XIX of 20 l7) or
as may otherwise be specified by the Commission) of an English translation thereof.

48. Audit.- (l) Every insurer shall appoint an auditor who shall be-

(a) approved by the Commission as qualified to perform audits ofinsurance
companies; and

(b) authorised under the Companies Act,2017 (XX of2017) to perform
audits of public companies.

(2) The auditor shall in respect ofthe statements required to be provided pursuant
to sub-section (l) ofsection 46 express an opinion as to whether-

(a) the statements accurately reflect the books and records ofthe company;

the company has maintained proper books and records;(b)
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(c) the statements present lairly the state ofaffairs of the company as at the

balance date and the result ofthe company for the financial year ended

on that date;

(d) in the case ofa life insurer, the apportionment required to be performed

under section 17 has been performed in accordance with the advice of
the appointed actuary; and

(e) the statements have been prepared in accordance with this Act

(3) The opinion required to be expressed by an auditor under sub-section (2) shall

be expressed in writing and a copy of the opinion shall be attached by the insurer to the

statements to which it relates, when those statements are delivered to the Commission.

(4) The auditor shall in the audit of all such accounts and statements have the

powers of, exercise the functions vested in, and discharge the duties and be subject to the

liabilities and penalties imposed on, auditors of companies by sections 248,249,251 and 253

of the Companies Acr.20l7 (XIX of 2017).

49. Special audit. - (l) The Commission may at its discretion appoint an auditor,

other than the statutory auditor ofthe insurer, to perform an investigation ofsuch accounts and

statements, books and records ofthe insurer as the Commission may direct.

(2) An auditor appointed under this section shall have a right ofaccess to all such

books ofaccount, registers, vouchers, correspondence and other documents ofthe insurer, and

shall be entitled to require from the directors and officers of this insurer such information and

explanation, as may be necessary for the performance of his functions and duties under this

section.

(4) Ar auditor appointed under this section shall be paid by the insurer such fees as

may be specified.

(5) The fee payable by an insurer under sub-section (4) shall be paid to the auditor

within such time as may be specified by the Commission.

50. Actuarial report.- (l) Every insurer carrying on life insurance business shall,

in respect of the life insurance business transacted by it, as at the end of each year cause an

investigation to be made by the appointed actuary into the financial condition of the life
insurance business carried on by it, including a valuation ofits policyholder liabilities in respect
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(3) Every report prepared by an auditor or auditors appointed under this section

shall be subm itted to the Commission.



thereto and shall cause the report ofthe appointed actuary to be made in accordance with such

conditions as may be specified by the Commission.

(2) The provisions of sub-section (l) regarding the making ofa report shall apply

whenever at any other time an investigation into the financial condition ofthe insurer is made

with a view to the distribution of profits or an investigation is made of which the results are

made public.

(3) There shall be appended to every such report as is referred to in sub-section (l)
or sub-section (2) a certificate signed by the chiefexecutive ofthe insurer that full and accurate

particulars ofevery policy under which there is a Iiability either actual or contingent have been

furnished to the appointed actuary for the purpose ofthe investigation.

(4) The financial condition report prepared under sub-section (l) shall include a

statement, prepared in conformity with such conditions as may be specified in this behall of
the life insurance in force at the date to which the accounts ofthe insurer are made up for the

purposes of such report.

(5) The financial condition report prepared under sub-section (l) shall include a

statement ofpolicyholder liabilities calculated in the manner and on the basis specified by the

Commission in this behalf.

Explanation.- In this section, the expression "policyholder liabilities" means, for each

statutory fund ofthe insurer, the amount of policyholder liabilities referred to in sub-section

(2) ofsection 34 separately for different statutory funds.

(6) Where for any statutory fund the amount which, in the opinion ofthe appointed

actuary, represents a realistic valuation of policyholder liabilities existing at balance date.

including prudent but reasonable provision for adverse development in those liabilities after
balance date, is greater than the actuarial reserve for policyholder liabilities determined in the
specified manner for that statutory fund, the financial condition report prepared under sub-

section (l ) shall include a statement ofthat amount.

(7) The Commission may require an insurer, or insurers generally, to cause an

actuarial valuation to be conducted in such manner as may be specified in respect ofsuch class

or sub-class ofnon-life insurance business as may be specified, and to provide the Commission
with a copy ofthe actuary's report on that investigation.

51. Submission ofreturns.- (l) The audited statements specified.nder sub-section
(l) ofsection 46 and the statement specified under sub-section (5) ofsection 46 and the report
and statement referred to in section 50, including any report referred to in sub-section (7) of
section 50, shall be fumished as retums to the commission in such manner as may be specified
by the Commission, but in any case including at least one printed copy, within four months
lrom the end ofthe period to which they refer:
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Provided that the Commission may on application by an insurer extend the time allowed

by this sub-section for the fumishing of such retums by a further period not exceeding one

month.

(2) In the case of the statements relened to in sub-section (2) of section 46, the

Commission may on submission of an application by an insurer, extend the timefiame of
submission in the aforementioned section by a period ofnot more than one month:

Provided that the Commission may, upon an application by an insurer, extend the period

of filing in case of accounts of first quarter for a period not exceeding thirty days, if the

company was allowed extension in terms ofsub-section (l).

(3) One printed copy of the returns shall be signed in accordance with the

requirements as provided in sub-section (6) of section 46 and in the case of the report and

statement referred to in section 50 by the actuary who carried out the investigation

52. Exemption from certain provisions of the Companies Act, 2017.- The

Commission may notify the statements and illustrative formats of the statements required to be

filed by an insurer under section 223 and section 233 of the Companies Act,2017 (XIX of
2017) and filing made in such form shall satis! the requirements ofthose sections:

Provided that till the time notification is issued by the Commission for the purposes of
this section, the statements shall be prepared in the manner as provided under section 52 ofthe
repealed Ordinance.

53. Furnishing reports.- Every insurer shall fumish to the Commission a certified
copy ofevery report on the affairs of the insurer which is submifted to the members or policy

holders of the insurer immediately after its submission to the members or policy holders, as the

case may be.

54. Abstract of proceedings of general meetings.- Every insurer, being a
company or body corporate incorporated under any law forthe time being in force in Pakistan,

shall fumish to the Commission a certified copy of the minutes of the proceedings of every
general meeting as entered in the Minutes Book of the insurer within thirty days fi'om the

holding ofthe meeting to which it relates.

55. Custody and inspection of documents and supply of copies.- (l) The

Commission may specif that any of the retums submitted to it under this Act shall be available

for inspection and procurement ofcopies on payment ofsuch fee in such manner and conditions

as may be specified:
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Provided that till the time regulations are issued by the Commission under sub-section

(l), the retums provided under section 55 of the repealed Ordinance shall be available for

inspection and procurement of copies.

(2) A certified copy ofthe retums specified through sub-section (1) shall be kept

by the Commission and shall be open to inspection; and any person may procure a copy ofany
such retum, or ofany part thereof, on payment ofsuch fee as may be specified.

(3) A printed or certified copy ofthe retums specified in sub-section (l) shall, on

the application ofany shareholder or policy holder made at any time within ten years from the

date on which the document was so fumished be supplied, to him by the insurer within fourteen

days of such application.

56. Power of Commission regarding returns. - If it appears to the Commission

that any retum furnished to it under the provisions ofthis Act is inaccurate or defective in any

material particular, it may:

(a) require from the insurer such further information, certified if the

Commission so directs by an auditor or actuary, as the Commission

may consider necessary to correct or supplement such return;

(b) call upon the insurer to submit for its examination at the principal place

ofbusiness ofthe insurer in Pakistan any book of account, register or
other document or to supply any statement which the Commission may
specifr in a notice served on the insurer for the purpose;

(c) examine any officer of the insurer on oath in relation to the retuml or

(d) decline to accept any such retum unless the inaccuracy has been

corrected or the deficiency has been supplied before the expiry ofone
month from the date on which the requisition asking for conection of
the inaccuracy or supply ofthe deficiency was delivered to the insurer
and if the Commission declines to accept any such retum, the insurer
shall be deemed to have failed to comply with the provisions ofsection
46 or section 5l relating to the furnishing ofreturns.

57. Power of Commission to order actuarial report .- (l) If it appears to the
commission that a report prepared under section 50 does not properly indicate the condition of
the affairs ofthe insurer, the commission may after giving notice to the insurer and giving him
an opportunity to be heard, cause an investigation to be made into the financial condition ofthe
insurer as at such date as the commission may specify, at the expense of the insurer, by an
actuary appointed by the insurer for this purpose and approved by the commission and the
insurer shall place at the disposal of the actuary so appointed and approved all the material
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required by the actuary for the purposes ofthe investigation within such period, not being less

than three months, as the Commission may specifr.

(2) Subject to sub-section (3), the provisions ofsub-sections (l), (4), (5) and (6) of
section 50 and of sub-section (l) ofsection 51 shall apply in relation to an investigation under

this section:

Provided that the report and statement prepared as the result ofsuch investigation shall
be fumished by such date as the Commission may specifu.

(3) Where the report first referred to in sub-section (l) was prepared pursuant to

sub-section (7) ofsection 50, sub-section (2) shall not apply, and the provisions ofsub-section
(7) ofsection 50 shall apply in relation to an investigation under this section:

Provided that the repo( prepared as the result ofsuch investigation shall be fumished
by such date and in such manner as the Commission may speciS.

58. Evidence of documents. - (l) Every retum fumished to the Commission, which

has been certified by the Commission to be a return so fumished, shall be deemed to be a retum

so furnished.

(2) Every document, purporting to be certified by the Commission to be a copy of
a retum so fumished, shall be deemed to be a copy of that retum and shall be received in

evidence as if it were the original retum, unless some variation between it and the original
retum is proved.

PART IX
INSPECTION, INVESTIGATION, DIRTCTIVES, ETC.

59. Power of the Commission to undertake inspection of insurance
companies.- (l) The Commission may undertake inspection of an insurer, with such

frequency as the commission may deem appropriate, to ensure that the insurer is complying
with or has complied with any provision of this Act or any administered legislation where

applicable or any terms and conditions of license or registration.

(2) The Commission may appoint any one or more of its employees or any other

person so authorized to exercise the powers of the Commission to inspect any record or
documents of the insurer.
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(3) The inspecting officer or team of inspecting oflicers, appointed under sub-

section (2), shall have all the powers as provided in section 28A ofthe SECP Act and shall

proceed accordingly and any violation of this section shall be punishable under sub-section (5)

ofsection 28A ofSECP Act.



(4) All officers and agents of the company, including lawyers, auditors and

actuaries shall supply all information, documents and assistance that may be required by the

Commission in the course of the inspection.

(5) The inspecting officer or team, as the case may be, shall, in addition to the
powers available under SECP Act also have all the powers provided under section 255 ofthe
Companies Act, 2017 (XlX of Z0l7).

60. Power of Commission to order investigation,- ( I ) If the Commission believes

on reasonable grounds that an insurer is or is likely to become unable to meet its liabilities or
that there has been or is likely to be a contravention ofthe provisions of this Act or the rules or
the regulations made thereunder by the insurer, or it is deemed necessary as a result of the

inspection conducted under section 59, it may investigate the affairs ofan insurer and wherever

necessary, employ any professional including an auditor or an actuary for assisting it in any

such investigation.

(2) An investigation under sub-section (1) shall be commenced and carried out in
accordance with the provisions ofPart VIII ofthe SECP Act:

Provided that for the purposes of this section, the words "the Court refened to in Part
II of this Act" contained in sub-section (l) of section 34 of the SECP Act shall be read as

though they were omitted and replaced with the words 'lhe Tribunal".

(3) When an investigation is made under this section, the Commission may, after
giving an opportunity to the insurer to make a representation in writing or be heard in person,

by order in writing require the insurer to take such action in respect olany matter arising out
of the investigation as it may consider on reasonable grounds to be necessary to secure
compliance with the provisions of this Act.

61. Power of the Commission to give directions to the insurer.- (l) The
Commission may, if it believes on reasonable grounds that an insurer licensed under this Act
has failed, or is about to fail, to comply with the conditions of license set out in section 10,

issue to the insurer such directions, not otherwise provided for in this Act, as it believes on
reasonable grounds to be necessary to protect the interests ofthe policy holders ofthe insurer.

(2) The Commission may, on representation made in this behalf, or on its own
motion, modi!, or cancel any direction issued under sub-section (l) and may, in so modiffing
or cancelling a direction, impose such conditions as it may deem on reasonable grounds to be
appropriate under the circumstances.

(3) Every insurer shall comply with any direction issued under sub_section (l) or
such direction as modified under sub-section (2) subject to such further conditions, ifany, as
may be imposed.
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62. Power of Commission to call for information and access.- (l) The

Commission may by notice in writing direct any insurer, its chief executive oflicer or its
directors and officers, or insurance intermediaries, its chief executive officer or directors and

officers, appointed actuary, or auditors to supply the Commission, within such period as the

notice may specifu, with any information relating to its insurance business or business ofthe
insurance intermediary which the Commission may reasonably require.

(2) The Commission may direct that any information supplied under sub-section
(l) shall be-certified by the chiefexecutive ofthe insurer, by an independent auditor or in the

case ofa life insurer by the insurer's appointed actuary.

(3) The Commission may by notice in writing direct the chief executive of the

insurer to discuss with the Commission any matter pertaining to the business or management

ofthe insurer.

(4) The Commission may by notice in writing require the insurer to allow any

ofTicers of the Commission nominated for the purpose to observe, for such period as the

Commission may speciff, the manner in which the affairs of the insurer or of any of its offices
or branches are being conducted.

(5) Any person who does not provide information as required by the Commission

or conceals a part of the information, within the specified time commits an oflence and is liable
to be punished under section 173.

63, Power of the Commission to examine or call explanation,- (l) Where on

scrutiny ofany document filed by an insurer or an insurance intermediary on any information
received by the Commission under this Act or in relation to any notice, advertisement, other

communication, or otherwise, the Commission is of the opinion that any information,
explanation or document is necessary with respect to any matter, the Commission may, by a
written notice, call upon the insurer or the insurance intermediary and any of its present or past

directors, officers, auditors or actuary (in-case of insurers) to fumish such information or
explanation in writing, or such document, within such days as provided for in the notice:

Provided that a director, officer, auditor or actuary (in case ofan insurer) who ceased

to hold office more than six years before the date ofthe notice ofthe Commission, shall not be

compelled to furnish information or explanation or document under this sub-section.

(2) It shall be an offense for an insurer or an insurance intermediary to default in
fumishing the information stated in the notice.

64. Power of Commission to require plan.- (l) The Commission may direct an

insurer to prepare, present to its directors and to the Commission, and to report to its directors
and to the Commission on the implementation of, a plan for action to rectiry or to prevent an
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actual or apprehended contravention by the insurer ofthe conditions oflicense set out in section

10.

(2) The Commission may in making a direction under sub-section (l) direct that

such a plan or report on the implementation thereof contain such information and be

accompanied by such opinions or certificates as the Commission shall specify.

65. Power ofCommission to issue direction to cease entering into new contracts

ofinsurance.- (l) The Commission may issue a direction to cease entering into new contracts

of insurance, either wholly or in respect of a particular class or classes of insurance business,

if it believes on reasonable grounds that an insurer licensed under this Act has failed, or is about

to fail, to comply with the conditions oflicense set out in section l0:

Provided that a direction shall not be issued under this sub-section without giving the

insurer an opportunity to be heard.

(2)

insurance if:
The Commission shall issue a direction to cease entering into new contracts ol

(a) a petition is presented for the winding up of the insurer and has not

been withdrawn or vacated within a period of sixty days;

(b) the whole of the business of an insurer has been transferred to anv

person;

(c) the Tribunal has made an order that a direction be given to that insurer
to cease entering into new contracts of insurance; or

(d) the insurer has failed to comply with a directive issued under this Act
conceming a contravention of this Act or the rules made thereunder,

within the time specified in this Act or, if not so specified, within the
time specified in the directive or three months, whichever is longer, and

the directive had stated that the failure to comply would lead to a

direction to cease entering into new contracts of insurance:

Provided that a direction shall not be issued under clause (d)
without giving the insurer an opportunity to be heard.

(3) A direction to cease entering into new contracts of insurance shall have effect
one month from the date ofthe direction unless a later date is specified in the direction.

(4) A direction to cease entering into new contracts of insurance shall be
accompanied by a statement ofthe reasons for the direction.
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(5) A direction to cease entering into new contracts of insurance shall only be

revoked ifthe reasons for the direction as given in the statement required to be given by the
preceding sub-section shall havo ceasod to exist.

(6) An insurer shall not be in contravention ofa direction to cease entering into new

contracts of insurance by reason only that the insurer continues to carry out its obligations
under contracts of insurance entered into before the direction came into effect.

66. Power to require calling of meeting of directors etc.- If the Commission is

satisfied that such action is necessary for the purposes of procuring action by an insurance

company, or of satisrying itselfthat appropriate action is being taken or after an investigation

under section 56, the Commission may by order in writing and on such terms and conditions

as may be specified therein:

(a) require an insurance company to call a meeting of its directors for the

purpose ofconsidering any matter relating to, or arising out ofthe affairs

ofthe insurer;

(b) require the insurer to allow any officer ofthe Commission deputised for

the purpose to attend, and to speak at, any meeting of the Board of
Directors ofthe insurer or ofany committee or other body constituted by

the insurer and to fumish such officer with a copy olthe proceedings of
such meeting: or

(c) require the insurer to send in writing to the Commission all notices of,

and other communication relating to, any meeting of the Board of
Directors ofthe insurer, or ofany committee or other body constituted

by the insurer.

67. Power to remove Chairman, Director, etc. ofthe insurer.- (l) If, after the

completion ofa special audit under section 49 or investigation under section 60, or otherwise

on reasonable grounds, the Commission has reason to believe that a person holding the office
ofChiefExecutive, Chairman, director, manager or principal oIIicer, by whatever name called

(including the principal oflicer in Pakistan ofan insurer incorporated in ajurisdiction outside

Pakistan), ofan insurer has contravened the provisioos ofany law (including, in the case ofa
company any such person having become disqualified under the provisions of section 153 of
the Companies Act, 2017 and that the contravention is ofsuch a nature that the association of
such person with the insurer or insurance broker is or is likely to be detrimental to the interest

ofthe insurer or ofthe policy holders, or is otherwise undesirable, such person not being a fit
and proper person the Commission may make an order that such person shall cease to hold the

office with the insurer with eflect from such date as may be specified in the order, and

thereupon that offrce shall, with effect from the said date, become vacant provided that for
public section insurance company or corporation i.e. National lnsurance Company Ltd.,
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Pakistan Re-insurance Company Ltd., and State Life Insurance Corporation of Pakistan the

Commission may make a recommendation only to the Federal Govemment for the purpose.

(2\ An order under sub-section (1) in respect ofany person may also provide that

he shall not, without the previous permission in writing of the Commission in any way, directly,

or indirectly, be concerned with, or take part in the management of the insurer or any other

insurer for such period not exceeding five years as may be specified in the order.

(3) No order under sub-section (l) shall be made in respect ofany person without
giving him an opportunity of being heard unless the Commission is of the opinion that any

delay in making the order would be detrimental to the interest ofthe insurer or ofthe policy

holders.

(4) The foregoing provisions ofthis section shall apply to insurance brokers as they

apply to insurers and to such other insurance intermediaries as the Commission may speci!
by notification in the Gazette.

68. Power to require promoters to divest shareholding. - (l) Notwithstanding
anything contained in the provisions of any other law for the time being in force, where the

Commission determines that a promoter of an insurer subsequently fails to meet the specified

fit and proper criteria or where the Commission believes on reasonable grounds that the

association ofsuch promoter with the insurer, is or is likely to be detrimental to the interest of
the insurer or its policyholders, the Commission may, by an order in writing, require such

person to reduce, divest or transfer its shareholding to another person, within such reasonable

period and in such manner as may be specified in the order.

(2) No order under this section shall be made unless the promoter concemed has

been given reasonable opportunity of making a representation to the Commission against the
proposed order.

(3) Where the Commission is of opinion that any delay in passing ofthe order shall
be detrimental to the interest ofthe insurer or its policyholders, the Commission may, at the
time of giving the opportunity of representation or at any time thereafter, pending the
consideration ofthe representation, ifany, may make an appropriate interim order, and conduct
the proceedings in a reasonably expeditious manner.

(4) The interim order referred in sub-section (3) may include prohibition of-

(a) transfer of, or the carrying out of the agreement or arrangement to
transfer such shares;

(b) the exercise ofvoting rights in respect ofsuch shares;

(c) the payment ofcash or stock dividends in respect ofsuch shares; and
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(5) Where direction given under the preceding sub-section is not complied with, the

Commission may dispose ofsuch shares either through stock exchange or public auction and

the proceeds ofsuch shares, after deduction ofany expenses incurred by the Commission, shall

be paid to the respective promoter within a period of three months and where necessary, the

Commission may require-

(a) issuance ofduplicate shares in place ofthe original shares; and

(b) the Central Depository Company to make appropriate changes in its
records.

69. Power to speciS maximum levels of acquisition costs and maximum levels

of management expenses. - (l) The Commission may make regulations limiting the total

amount ofacquisition costs which may be incurred by an insurer in a year or a certain class or

type ofinsurers based on the financial strength and solvency position ofinsurers or such other

criteria as may be specified.

(2) The Commission may make regulations limiting the total amount of
management expenses which may be incurred by an insurer or a certain class or type ofinsurers
in a year.

(3) Regulations made under sub-section (l) or sub-section (2) shall apply to all

insurers to whom this Act applies subject to such criteria as may be specified:

Provided that the regulations may differentiate between different categories of
insurance business for the purposes ofdetermining limits.

(4) For the purposes ofthis section,-

(a) "acquisition costs" means such costs as may be specified, incurred in

acquiring insurance policies and in maintaining such policies, and

includes without limitation all forms of remuneration paid to insurance

agents and brokers; and

"management expenses" means all expenses incurred by an insurer, not

being reinsurance expenses or claims expenses or expenses directly
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(b)

(d) the issue offurther shares to the concerned promoter.

(6) Any person aggrieved by the decision ofthe Commission may prefer appeal to

the Appellate Bench ofthe Commission under section 33 ofSECP Act but pending decision of
the proceedings, the promoter shall not derive any benefit including dividends, right shares,

voting rights etc. fiom his shareholding without express permission ofthe Appellate Bench.



referable to claims or expenses incurred towards technology-enabled

innovation in insurance services (policyholder oriented) that could result

in new business models, applications, processes or products or such

other expenses as may be specified by the Commission and includes

without limitation acquisition costs as defined in this sub-section.

PART X

AMALGAMATION AND TRANSFER OF INSURANCE BUSIIIESS

70. Approval of disposal or transfer.- (l) Any proposed transaction for the

disposal ofa shareholding ofmore than ten percent (l0o%), or such other percentage as may be

specified, in an insurance company, or ofthe whole or an1' part exceeding ten percent, or such

other percentage as may be specified, (measured by either the premium income or the sum of
the liabilities for uneamed premium, outstanding claims, incurred but not reported claim

reserves and the premium deficiency reserve proposed to be acquired) ofthe business located

in Pakistan ofan insurer (whether in one or a number ofrelated transactions and whether at the

same or different times) shall not proceed unless, on application by the transferor, approval is

given by the Commission.

Explanation.- A number of transactions shall be deemed to be related if there being

more than one transferor, those transferors are acting together or in concert or if, in all the facts

and circumstances of the case, there is such a relationship between the transferors or such

common purpose between them so that it would be reasonable to conclude that the transactions

are related.

(2) The application required to be filed under sub-section (1) shall be-submitted
along with all the relevant documents and information, ought to be provided to the Commission
to enable it to make an informed decision and may also be made in such form and shall be

accompanied by such documents as may be specified.

(3) The Commission may, within 15 days fiom the receipt of the application,
require the applicant to submit such further documents and information as may be required for
it to make an informed decision about the transaction in the interests of policy holders and
shareholders and the applicant shall provide the same within a period of seven days or such
later period as the applicant may in writing request.

(4) Ifafter sixty days ofthe receipt ofthe application or the receipt ofany additional
material under sub-section (3), approval has not been granted or a notice given to the applicant
declining approval, the Commission shall be deemed to have given its approval.

(5) Approval given or deemed to be given by the Commission under this section
shall not preclude the necessity of obtaining any such approval or consent required to be
obtained from the Commission under the provisions ofanv other applicable law.
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(6) Any approval under this section may be granted subject to such conditions as

the Commission may determine, including but not limited to restricting the applicant's.-

(a) disposal or further acquisition of shares or voting power in the insurer

concerned; or

O) exercise ofvoting power in the insurer.

(7) The Commission may at any time add to, vary or revoke any condition imposed

under sub-section (6).

71, Approval for acquisition.-_( 1) Any proposed transaction for the acquisition of
a shareholding of more than ten percent (10%), or such other percentage as may be specified,
in an insurance company, or of the whole or any part exceeding ten percent, or such other
percentage as may be specified, (measured by either the premium income or the sum ofthe
liabilities for uneamed premium, outstanding claims, incurred but not reported claim reserves

and the premium deficiency reserve proposed to be acquired) of the business located in
Pakistan of an insurer (whether in one or a number of related transactions and whether at the

same or different times) shall not proceed unless, on application by the acquirer, approval is
given by the Commission.

Explanalion.- A number of transactions shall be deemed to be related if there being

more than one acquirer, those acquirers arc acting together or in concert or if, in all the facts

and circumstances of the case, there is such a relationship between the acquirers or such

common purpose between them so that it would be reasonable to conclude that the transactions

are related.

(2) The application required to be filed under sub-section (l) shall be submitted
along with all the relevant documents and information, ought to be provided to the Commission

to enable it to make an informed decision and may also be made in such form and be

accompanied by such documents as may be specified.

(3) The Commission may, within fifteen days from the receipt of the application,
require the applicant to submit such further documents and information as may be required for
it to make an informed decision about the transaction in the interests of policy holders and

shareholders and the applicant shall provide the same within a period of seven days or such

later period as the applicant may in writing request.

(4) Ifafter sixty days ofthe receipt ofthe application or the receipt ofany additional

material under sub-section (3), approval has not been granted or a notice given to the applicant

declining approval, the Commission shall be deemed to have given its approval.
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(5) Approval given or deemed to be given by the Commission under this section

shall not preclude the necessity of obtaining any such approval or consent required to be

obtained fiom the Commission under the provisions ofany other applicable law.

(6) Any approval under this section may be granted subject to such conditions as

the Commission may determine, including but not limited to restricting the applicant's.-

(a) disposal or further acquisition of shares or voting power in the insurer

concemed; or

(b) exercise ofvoting power in the insurer

(7) The Commission may at any time add to, vary or revoke any condition imposed

under sub-section (6).

72. Amalgamation and transfer oflife insurance business.- (l) No life insurance

business ofan insurer shall be transferred to any person or transferred to or amalgamated with
the life insurance business ofany other insurer except in accordance with a scheme prcpared

under this section and sanctioned by the Court having jurisdiction over one or other of the

parties concerned.

(Z) Any scheme prepared under this section shall set out the agreement under which
the transfer or amalgamation is proposed to be effected, and shall contain such lirrther
provisions as may be necessary for giving effect to the scheme.

(3) Before an application is made to the Court to sanction any such scheme, notice
of the intention to make the application together with a statement of the nature of the

amalgamation or transfer, as the case may be, and ofthe reason therefore shall, at least sixty
days before the application is made, be sent to the Commission, and certified copies, four in

number, of each of the following documents shall be fumished to the Commission, and other
such copies shall, during the sixty days aforesaid be kept open for the inspection of the
members and policy holders at the principal and branch offrces and chief agencies of the
insurers concemed, namely:-

(a) a draft of the instrument under which it is proposed to effect the
amalgamation or transfer:

(b) statements ofassets and tiabilities in respect ofthe insurance business
of each of the insurers concemed in such amalgamation or transfer,
prepared in the form specified by the Commission and in accordance
with regulations issued by the Commission fiom time to time in respect
of the completion of that fbrm;
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(c) an actuarial report on the financial condition of the life insurance

business of each ofthe insurers so concemed, prepared in accordance

with the regulations issued by the Commission from timo to timo in

respect ofthe completion ofthat report;

(d) a report on the proposed amalgamation or transfer, prepared by an

independent actuary who has never been professionally connected with

any of the parties concemed in the amalgamation or transfer at any time

in the five years preceding the date on which he signs his report;

(e) any other reports on which the scheme ofamalgamation or transfer was

founded.

(4) The statements ofassets and liabilities and reports referred to in clauses (b) (c)

and (d) of sub-section (3) shall all be prepared as at the date to which the amalgamation or

transfer, ifsanctioned by the Court, is to take effect, which date shall not be more than twelve

months before the date on which the application to the Court referred to in that sub-section is

made.

73. Sanction of amalgamation and transfer by Court.- When any application

such as is refened to in sub-section (3) ofsection 72 is made to the Court, the Court shall cause,

if for special reasons it so directs, notice ofthe application to be sent to every person resident

in Pakistan or in a non-Acceding State who is the holder of a life policy of any insurer

concemed and shall cause a statement ofthe nature and terms ofthe amalgamation or hansfer,

as the case may be, to be published in such manner and for such period as it may direct, and,

after hearing the directors and such policy holders as apply to be heard any and other persons

whom it considers entitled to be heard, may sanction the arrangement, if it is satisfied that no

sufficient objection to the arrangement has been established and shall make such consequential

orders as are necessary to give effect to the arrangement, including orders as to the disposal of
any deposit made under section 28:

Provided that:-

(a) no part ofany deposit made under section 28 by any party to the amalgamation

or transfer shall be retumed except where, after sanction is given to the

arrangement, the whole ofthe deposit to be made by the insurer carrying on

the amalgamation business or the person to whom the business is transferred

is completed;

(b) only so much shall be retumed as is no longer required to complete the deposit

last mentioned in clause (a); and

(c) while the deposit last mentioned in clause (a) remains uncompleted, no

accession, resulting from the arrangement, to the amount already deposited by
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the insurer carrying on the amalgamated business or the person to whom the

business is transfened shall be appropriated as payment or part payment ofany
instalment ofdeposit subsequently due from him under section 28.

74. Statements required after amalgamation and transfer.- Where an

amalgamation takes place between any two or more insurers, or where any business of an

insurer is transferred, whether in accordance with a scheme confirmed by the Court or

otherwise. the insurer carrying on the amalgamated business or the person to whom the

business is hansferred, as the case may be, shall, within three months from the date of the

completion of the amalgamation or transfer, fumish in duplicate to the Commission:-

(a) a certified copy of the scheme, agreement or deed under which the

amalgamation or transfer has been effected;

(b) a declaration signed by every party concemed or in the case of a

company by the chairman and by the chiefexecutive officer that to the

best of their belief every payment made or to be made to any person

whatsoever on account of the amalgamation or transfer is therein fully
set forth and that no other payments beyond those set forth have been

made or are to be made either in money, policies, bonds, valuable

securities or other property by or with the knowledge ofany party to the

amalgamation or transfer; and

(c) where the amalgamation or transfer has not been made in accordance

with a scheme sanctioned by the Court under section 73,-

(i) statements of assets and liabilities in respect of the insurance

business of each of the insurers concemed in such

amalgamation or transfer, prepared in the form notified by the
Commission and in accordance with regulations issued by the
Commission from time to time in respect of the complelion of
that form; and

( ii) certified copies of any other reports on which the scheme of
amalgamation or transfer was founded.

PART XI
ASSIGIYMENT OR TRANSFER OF POLICTES AND NOMINATION

75. Assignment and transfer of life insurance policies.- (l) A transler or
assignment of a policy of life insurance, whether with or without consideration, may be made
only by an endorsement upon the policy itselfor by a separate instrument, signed in either case,
by the transferor or by the assignor or his duly authorised agent and duly attested, specifically
setting forth the fact oftransfer or assignment.
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(2) The transfer or assignment shall be complete and effectual upon the execution

ofsuch endorsement or instrument duly attested but, except where the transfer or assignment

is in favour ofthe insurer, shall not be operative as against an insurer and shall not confer upon

the transferee or assignee, or his legal representative, any right to use for the amount of such

policy or the moneys secured thereby until a notice in writing ofthe transfer or assignment and

either the said endorsement or instrument itselfor a copy thereofcertified to be conect by both

transferor and transferee or their duly authorised agents have been delivered to the insurer:

Provided that where the insurer maintains one or more places or business in Pakistan

such notice shall be delivered only at the place in Pakistan mentioned in the policy for the

purpose or at his principal place ofbusiness in Pakistan.

(3) The date on which the notice referred to in sub-section (2) is delivered to the

insurer shall regulate the priority of all claims under a transfer or assignment as between

persons interested in the policy and where there is more than one instrument of transfer or

assignment the priority ofthe claims under such instruments shall be govemed by the order in

which the notices refened to in sub-section (2) are delivered.

(4) Upon the receipt of the notice referred to in sub-section (2), the insurer shall

record the fact of such transfer or assignment together with the date thereof and the name of
the transferee or the assignee and shall, on the request ofthe person by whom the notice was

given, or ofthe transferee or assignee, grant a written acknowledgment ofthe receipt ofsuch
notice, and any such acknowledgment shall be conclusive evidence against the insurer that he

has duly received the notice to which such acknowledgment relates.

(5) Subject to the terms and conditions ofthe transfer or assignment, the insurer

shall, from the date of the receipt of the notice referred to in sub-section (2) recognise the

transferee or assignee named in the notice as the only person entitled to benefit under the

policy, and such person shall be subject to all liabilities and equities to which the transferor or

assignor was subject at the date ofthe transfer or assignment and may institute any proceedings

in relation to the policy without obtaining the consent ofthe transferor or assignor or making

him a party to such proceedings.

(6) Notwithstanding anlthing contained in any other law lor the time being in force

or custom having the force of law to the contrary, an assignment in favour ofa person made

with the condition that it shall be inoperative or that the interest shall pass to some other person

on the happening ofa specified event during the lifetime ofthe person whose life is insured,

and an assignment in favour ofthe survivor or survivors ofa number ofpersons shall be valid.

(7) No transferee or assignee ofa life insurance policy issued by a mutual insurance

company shall becom-e a member of that company by reason only of such transfer or

assignment.
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76. Nomination by policy holder. - (l) The holder ofa policy of life insurance on

his own life or otherwise shall, when effecting the policy or at any time before the policy

matures for payment, nominate the person or persons to whom the money secured by the policy

shall be paid in the event ofhis death:

Provided that where any nominee is a minor, it shall be lawful for the policy holder to

appoint in the specified manner any person to receive the money secured by the policy in the

event ofhis death during the minority ofthe nominee.

(2) Any such nomination in order to be effectual shall, unless it is incorporated in

the text of the policy itself, be made by an endorsement on the policy communicated to the

insurer and registered by him in the record relating to the policy and any such nomination may,

at any time before the policy matures for payment, be cancelled or changed by an endorsement

or a further endorsement or a will, as the case may be, but unless notice in writing ofany such

cancellation or change has been delivered to the insurer the insurer shall not be liable for any

payment under the policy made bona fide by him to a nominee mentioned in the text ofthe
policy or registered in records ofthe insurer.

(3) The insurer shall fumish to the policy holder a written acknowledgment of
having registered a nomination or a cancellation or change thereof.

(4) A transfer or assignment ofa policy made in accordance with section 75 shall

automatically cancel a nomination:

Provided that the assignment ofa policy to the insurer who bears the risk on the policy
at the time ofthe assignment in consideration ofa loan granted by that insurer on the security

ofthe policy within its surrender value, or its re-assignment on repayment ofthe loan shall not
cancel a nomination, but shall affect the right ofthe nominee only to the extent ofthe insurer's
interest in the policy.

Provided further that the assignment ofa policy to a party other than the insurer who
bears the risk on the policy at the time ofthe assignment, in consideration ofa loan granted by

that person on the security ofthe policy within its surrender value shall not cancel a nomination
but shall suspend it, to the extent ofthe interest of that person in the policy, until such time as

the policy is re-assigned on repayment ofthe loan.

(5) Where the policy matures for payment during the lifetime ofthe person whose
life is insured or where the nominee or, if there are more nominees than one, all the nominees
die before the policy matures for payment, the amount secured by the policy sha be payable
to the policy holder or his heirs or Iegal representatives or the holder ofa succession certificate,
as the case may be.
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(6) Where the nominee or, if there are more nominees than one, a nominee or
nominees, survive the person whose life is insured the amount secured by the policy shall be

payable to such survivor or survivors.

(7) The provisions ofthis section shall not apply to any policy oflife insurance to

which section 6 of the Manied Women's Properly Act, 1874 (lll of 1874), applies or has at

any time applied:

Provided that where a nomination made before the commencement of this Act, in favour

ofthe wife ofthe person who has insured his life or ofhis wife and children or any ofthem, is
expressed, whether or not on the face ofthe policy, as being made under this section, the said

section 6 shall be deemed not to apply or not have applied to the policy.

77. Nomination under group life policies. - (l) A person whose life is insured

under a contract of group life insurance may at any time nominate the person or persons to

whom the money secured by the policy shall be paid in the event ofhis death:

Provided that where any nominee is a minor, it shall be lawful for the person whose life
is insured to appoint in the specified manner any person to receive the money secured by the

policy in the event ofhis death during the minority ofthe nominee.

(2)

be specified.

A nomination made under sub-section (1) shall be made in such manner as may

PART XII
MARKETCONDUCT

78. Application of this Part only to direct insurance business. - The provisions

ofthis Part shall apply only to direct insurance business.

79. Duty of utmost good faith. - (l) A contract ofinsurance is a contract based on

the utmost good faith and there shall be implied in such a contract a provision requiring each

party to it to act towards the other party, in respect ofany matter arising under or in relation to

it, with the utmost good faith.

(2) Ifreliance by a party to a contract of insurance on a provision ofthe contract

would be to fail to act with the utmost good faith, the party may not rely on the provision.

(3) In deciding whether reliance by an insurer on a provision of the contract of
insurance would be to fail to act with the utmost good faith, the Tribunal shall have regard to

any notification ofthe provision that was given to the policy holder, whether or not the insurer

was required by this Act to give such notification.
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(4) The effect ofthis section.is not limited or restricted in any way by an1'other

law, including the subsequent provisions of this Part, but this section does not have the effect

of imposing on an policy holder, in relation to the disclosure ofa matter to the insurer, a duty

other than the duty ofdisclosure

80. Insurer not to engage in misleading or deceptive conduct. - (l) An insurer

shall not, in the course of its business as an insurer, engage in conduct that is misleading or
deceptive or is likely to mislead or deceive.

(2) The inclusion in an insurance policy of unusual terms tending to limit the

liability of the insurer, without the express acknowledgement of the policy holder. shall

constitute misleading or deceptive conduct.

(3) Nothing contained in sub-section (2) shall be taken as limiting by implication
the generality ofsub-section ( I).

(4) Where a policy holder has relied upon any representations by an insurer or by
an agent ofan insurer which are incorrect in any material particular, inasmuch as it has the

effect of misleading or deceiving the policy holder in entering into a policy, the policy holder

shall be entitled to obtain compensation from the insurer for any loss suffered.

(5) Notwithstanding the provisions of the foregoing sub-section, the Commission

shall also have the power to levy a fine on the insurer which shall be equal to the lesser oltwice
the loss determined to be suffered by the policy holder under the foregoing subsection and ten
million rupees.

81. Constructiotr ofambiguities in favour of policy holder. - (1) Any ambiguity
in a contract ofinsurance shall not be capable ofbeing construed in a manner which is contrary
to the interests ofthe policy holder.

(2) An insurer or an insurance intermediary shall-

(a) when dralting policy documentation, make reasonable efforts to use
plain language;

(b) clearly mention the rights and obligations of the policyholder in the
policy document; and

when drafting proposal forms and claim forms, make reasonable efforts
to ensure that it identifies in those documents the usual information the
insurer ordinarily requires to be disclosed; and that those documents are
in plain language and provide instructions where necessary on how the
questions should be answered; and comply with the law.

(c)

70



(3) Failure to comply with foregoing sub-sections shall be an absolute bar and shall
preclude an insurer from refusing payment ofa claim on grounds of non-compliance or non-
disclosure by the policy holder, where it may reasonably be determined that the noncompliance

or nondisclosure resulted fiom inadequate understanding by the policy holder ofthe language

of the policy, proposal or claim form as a result ofsuch failure and where an insurer refuses

the claim, the refusal intimation should clearly mention the reasons for such refusal.

82. Power to specify manner of presentation of policy benefits. - The

Commission may specifo the form and manner of presentation ofprospective benefits ofthe
life insurance investment products including but not limited to the benchmarks or indices with
which, the illustration ofbenefits, cash values or surrender values may be required to be linked.

(2) The Commission may specifl the requirements related to establishment of such

mechanism, specific timelines, categories or types of products for which this mechanism is

required to be used, and such other additional requirements as it may deem fit.

84. Exclusion of provisions of Act void; an offence,- Where any provision in a

contract of insurance has the effect of modifing or excluding, to the prejudice ofany person

other than the insurer, any applicable provision of this Act, rules or regulations made

thereunder, any such provision shall be void and the insurer shall be liable to punishment for
an offence under this Act-

E5. Remedies for non-disclosure or misrepresentation.- (l) This section shall

apply where the person who became the policy holder under a contract of insurance upon the

contract being entered into or the policy being reinstated:

(a) failed to comply with the duty ofdisclosure; or

(b) made a misrepresentation to the insurer before the contract was entered

inlo.

(2) The insurer may not avoid a contract of insurance by reason only ofthe failure

to comply with the duty ofdisclosure or the misrepresentation if:

(a) the insurer would have entered into the contract, forthe same premium

and on the same terms and conditions, even ifthe insured had not failed

to comply with the duty of disclosure or had not made the

misrepresentation before the contract was entered into; or

7L

83. Mechanism to ensure policyholder's understanding of policy terms.- (1)

The insurers shall formulate a mechanism to ensure that the policyholders have adequate

knowledge and understanding about the appropriateness ofproduct they have purchased.



(b) the failure to comply with the duty of disclosure or the

mi srepresentation was not fraudulent:

(3) Subject to sub-section (2), ifthe failure was fraudulent or the misrepresentation

was made fraudulently, the insurer may avoid the contract.

(4) Nothing in this section shall affect any right ofan insurer to recover damages

from any person in respect ofloss suffered by the insurer as a result ofa fraudulent act by that

person, or any criminal liability to which any person may be subject by reason ofa fraudulent

act by that person.

86. Policy not to be called in question on ground of mis-statement after two
years.- Notwithstanding anlhing in section 85, no policy of life insurance shall, after the

expiry of two years from the date on which it was effected or reinstated, be called in question

by an insurer on the ground that a statement made in the proposal for insurance or in any report

ofa medical offrcer, or referee, or friend ofthe policy holder, or in any other document leading

to the issue ofthe policy, was inaccurate or false, unless the insurer shows that such statement

was on a material matter or suppressed facts which it was material to disclose and that it was

Iiaudulently made by the policy holder and that the policy holder knew at the time of making
it that the statement was false or that it suppressed facts which it was material to disclose:

Provided that nothing in this section shall prevent the insurer from calling for proofof
age at any time ifhe is entitled to do so, and no policy shall be deemed to be called in question
merely because the benefits payable under the policy are adjusted on subsequent proofthat the
age ofthe life insured was incorrectly stated in the proposal.

87. Tribunal may disregard avoidance in certain circumstances.- (l) tn any
proceedings by the policy holder in respect ofa contract ofinsurance that has been avoided on
the ground of fraudulent failure to comply with the duty of disclosure or fraudulenj
misrepresentation, the Tribunal may, if it would be harsh and unfair not to do so, but subject to
this section, disregard the avoidance and, if it does so, shall allow the poticy holder to recover
the whole, or such part as the Tribunal thinks just and equitable in the circumstances, of the
amount that would have been payable ifthe contract had not been avoided.

(2) The power conferred by sub-section (l) may be exercised only where the
Tribunal is ofthe opinion that, in respect ofthe loss that is the subject ofthe proceedings before
the Tribunal, the insurer has not been prejudiced by the failure or misrepresentation or. if the
insurer has been so prejudiced, the prejudice is minimal or insignificant.
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Provided that in circumstances to which clause (b) refers, the

insurer shall be entitled to be placed, in such manner, not otherwise

inconsistent with this sub-section, as may be-specified, in a position

in which the insurer would have been if the failure had not occurred

or the misrepresentation had not been made.



(3) In exercising the power conferred by sub-section (l), the Tribunal-

(a) shall have regard to the need to deter fiaudulent conduct in relation to

insurance; and

(b) shall weigh the extent of the culpability of the policy holder in the

fi'audulent conduct against the magnitude of the loss that would be

suffered by the policy holder ifthe avoidance were not disregarded, but

may also have regard to any other relevant matter.

(4) The power conferred by sub-section (l) applies only in relation to the loss that
is the subject ofthe proceedings before the Tribunal, and any disregard by the Tribunal ofthe
avoidance does not otherwise operate to reinstate the contract.

88. Cancellation of an insurance policy for fraudulent claim.- (l)
Notwithstanding anlthing to the contrary in this Act, a policy of insurance may be cancelled

in accordance with this section by reason that a person having or purporting to have rights
under the policy has made a claim under the policy which is fraudulent.

(2) The insurer shall give written notice to the policy holder or the beneficiary of
the policy or any person having or purporting to have rights under the policy, that the policy is

liable to be cancelled due to lodgment of fraudulent claim.

(3) The insurer shall after seeking comments ofthe person having or purporting to

have rights under the policy and after giving oppo(unity ofrepresentation cancel the policy by

wriften notice to the policy holder:

Provided that any person aggrieved by the cancellation ofthe policy may lodge the case

for cancellation ofthe policy with the Insurance Tribunal for seeking remedy including but not

limited to revival of the policy.

(4) Where a policy is cancelled under this section, the Tribunal may on the

application ofa person having an interest under the policy award to any person such amount
as is just and equitable under the circumstances.

(5) The insurer may recover from the policyholder or beneficiary any sums paid by

the insurer in respect ofthe fraudulent claim and the direct incremental costs in respect ofclaim
settlement and investigation.

(6) Nothing in this section allows a life insurerto forfeit the accumulated cash value

or surrender value and other benefits payable to the policyholder or beneficiary in accordance

with the terms ofthe life insurance policy, which are in excess of the amount to be recovered

from the policyholder under sub-section (5).

73



(2) A provision ofa regulation made under this section which applies to a contract

ofinsurance to which it is relevant and which is entered into after the commencement date of
that regulation shall be deemed to constitute a condition ofthat contract.

(3) Without prejudice to the generality of sub-section (l), the Commission may

make regulations with respect to -
(a) the standards to be maintained by an insurer and insurance intermediary

in the conduct of business under this Act, including the standards in

relation to the obligation to disclose information to policy holders;

(b) the qualifications, experience and training ofan insurance intermediary

and, where the insurance intermediary is a company or a body

corporate, of its directors, chiefexecutive, officers and employees;

(c) the procedure lor the conduct of disciplinary control of insurance

intermediaries and, where the insurance intermediary is a company or
a body corporate, of its directors, chief executive, officers and

employees; and

(d) any other matter as may be specified.

90. Commission to have power to undertake compliance visits,- The

Commission may. in accordance with procedures specified, make visits to the offices and

branches of insurers and inspect books, records and papers for the purpose of ensuring

compliance with the provisions of this Part (Market ConducQ and Part XIV (Intermediaries).

91. Commission to have power to require a survey to be performed.- (l ) The

Commission may make regulations requiring that an independent survey be conducted, in
accordance with the provisions of this Act, in respect of such class or classes of insurance

claims meeting such criteria as may be specified by the Commission.

(2) A survey conducted pursuant to regulations made under sub-section (l) shall be
conducted at the expense of the insurer and a copy of the report of the surveyor shall be
provided to the policy holder.

(3) The provisions of this section shall not operate to limit, curtail, diminish or
extinguish any liability ofthe insurer to which the insurer would otherwise have been subject.
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89. Power of the Commission to specify regulations_for market conduct.- (1)

The Commission may make regulations, not inconsistent with this Part, to govem the conduct

of insurers, policy holders and intermediaries in the insurance market in Pakistan.



92. Contractual stipulations for placing insurance with specilic or named

insurers.- (l) In respect ofany contract or arrangement under which one party to the contract
or arrangement requires another party to the contract or arrangement to procure, effect and pay

for or reimburse the costs of effecting insurance of any property, liability, life or anlhing
connected with any thereof, it shall be unlawful to stipulate, expressly or impliedly, directly or
indirectly, that the insurance which is to be procured and effected as a condition ofthe contract

must be placed with any specific or named insurer or insurers, other than insurers specified
generally as a class according to objective criteria based on financial strength.

(2) Any such stipulation in or arising out ofor connected with any such contract or
arangement made shall be void.

(3) Ifthere is any connection or association between a lender and the insurer it shall

be disclosed to the policy holder together with any commissions received by the lender fiom
the insurer in respect ofthe insurance contract. Disclosure shall in each case be made prior to

the making ofthe contract.

(4) It shall be unlawful for insurance to be taken out by a lender without the

knowledge and consent ofthe borrower, ifthe cost ofinsurance is to be bome by the borrower,

whether explicitly or implicitly,_unless the borrower having undertaken to do so, has without
good cause and for reasons beyond his control failed to comply with his obligations in this

respect.

93. Provisions when not to constitute discrimination. - Notwithstanding anyhing
contained in any other law for the time being in force, provisions in respect ofthe terms and

conditions of insurance policies, shall not constitute discrimination provided that

differentiation contained therein is based on reasonable classification and,-

(a) is based on actuarial and statistical data from a source on which it is
reasonable to rely; and

(b) is reasonable having regard to the data and any other relevant factors,

The onus of proving that the insurer has complied with this section shall lie upon the

rnsurer

PART XIII
ST]RRENDER, LAPSE AND FORFEITURE OF CERTAIN LIFE INSI]RANCE

POLICIES

94. Special definitions and itrterpretation for this Part.- (l) For the purposes of
this Part, a "relevant policy" is a policy of life insurance under which the whole ofthe benefits

become payable either on, or at a fixed interval or intervals after, the occurrence of a

contingency which is bound to occur.
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(2) In this Part, an amount due under a relevant policy includes a premium due

under that policy but unpaid.

95. Acquisition ofsurrender value.- (1) A relevant policy which has been in force

for not less than two years shall have a surrender value which shall be calculated in accordance

with the terms of the policy.

(2) Where under the terms ofa policy the basis ofcalculation ofthe surrender value

may be varied at the discretion ofthe insurer, the basis ofcalculation shall be furnished to the

Commission and no variation shall be made therefrom unless the insurer has, not less than sixty
days before the date ofsuch variation, fumished to the Commission a statement ofthe proposed

variation and the reasons for that variation, accompanied by a statement by the appointed

actuary ofhis opinion as to the appropriateness ofthe proposed variation.

(3) When an insurer fumishes to the Commission the matters referred to in the

preceding sub-section relating to a proposed variation, the Commission may within sixty days

direct the insurer to make such changes in the proposed variation as it believes on reasonable

grounds to be necessary for the protection ofthe interests ofpolicy holders ofthe insurer, and

the insurer shall comply with any such direction.

96. Surrender of policy at policy holder's option.- (l) The holder ofa relevant
policy which has been in force for not less than two years may make, in writing, a request to
the insurer to sunender the policy.

(.21 Subject to sub-section (3), the Commission may specifu the timelines within
which the insurer shall pay the surrender value to the policy holder.

(3) The Tribunal may, on application by an insurer, issue a written order suspending

or varying the insurer's obligation to make payments under sub-section (2), where the Tribunal
is satisfied that such suspension or variation is necessary in order to avoid prejudice to,-

(a) the financial stability ofthe insurer; or

(b) the interests ofthe policy holders ofthe insurer.

97. Surrender of policy at insurer's option.- (l) A policy which has acquired a

surrender value shall not be surrendered other than at the request ofthe policy holder except as

set out in this section.

(2) Where the total amount ofall debts owed to the insurer under, or secured by, a
relevant policy exceeds the surrender value ofthat policy, the insurer may issue to the policy
holder a written notice,-
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(a) setting out the amount owed to the insurer under, or secured by the policy
at the date ofthe notice ('the debt');

(b) setting out the surrender value ofthe policy at the date ofthe notice; and

(c) stating that the policy will be surrendered at the end of30 days after the

notice was issued to the policy holder and the surrender value applied

against the debt, ifthe excess ofthe debt over the surrender value is not
paid to the insurer before the expiry ofthat period.

(3) Where at least 30 days have elapsed between the issue ofa notice set out in
subsection (2) and the excess of the debt over the surrender value has not been paid to the

insurer, the insurer may by written notice to the policyholder eflect surrender ofthe policy and

apply the sunender value against the debt, which shall to the extent ofthe surrender value be

extinguished.

98. Paid-up policy at poliry holder's option.- (1) An insurer shall, within such

period as may be specified, fiom the receipt of an application in writing by the holder of a
relevant policy which has been in force for not less than two consecutive years, make the policy
paid-up.

(2) A policy which is made paid-up shall have a paid-up sum insured, which,
subject to clause (b) of sub-section (4)-

(a) shall include in full all subsisting reversionary bonuses that have

already attached to the policy; and

(b) shall, where the policy is one on which the maximum number of
premiums payable is fixed and the premiums are of uniform amount

and paid at uniform intervals, be, before the inclusion ofsuch bonuses

not less than such amount as is specified.

(3) A policy made paid-up under this section shall not be entitled by virtue only of
this section to participate in any surplus declared distributable after the conversion ofthe policy
into a paid-up policy.

(4) If, qhen an application is made to an insurer under sub-section (l) to have a
policy paid-up, the policy holder owes a debt to the insurer under the policy, or a debt owed by

the policy holder to the insurer is secured by the policy, the insurer may either-

(a) heat the debt as a debt secured by the paid-up policy; or

(b) in calculating the paid-up sum insured, take the debt into account in such

manner as is approved as equitable by the appointed actuary.
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(5) If in calculating the paid-up sum insured, a debt is taken into account in

accordance with clause (b) ofsub-section (4), the debt is discharged.

99. Non-forfeiture.- (l) A relevant policy is not liable to be forfeited only because

ofthe non-payment of a premium (the "overdue premium") if -

(a) the policy has been in force for at least two years; and

(b) the surrender value ofthe policy exceeds the total of:

(D the amount of the overdue premium; and

(ii) the total ofany other amounts owed to the insurer under, or
secured by, the policy.

(2) For the purposes of clause (b) of sub-section (l), the surrender value of the

policy shall be calculated as at the day on which the overdue premium falls due and shall be

calculated as though the premium has been paid.

(3) When the holder of a policy to which this section applies fails to pay a premium

due under that policy, the insurer shall, before the expiry of three months from the date on

which that premium in respect was payable but not paid, give notice to the policy holder

informing him of the options available to him.

(4) Notwithstanding anything to the contrary in the policy, the options available to

the policy holder under this section shall include without limitation two of the following,
namely :-

(a) the policy shall be paid up in accordance with this Part;

(b) the surrender value ofthe policy shall be applied to the payment ofthe
premium due until the surrender value is exhausted;

(c) the policy shall be surrendered in accordance with this Part; and

(d) the policy shall be surrendered, and the company shall issue to the
policy holder a contract for term life insurance for a term to be specified
by the policy holder and a sum insured determined on the basis ofthe
surrender value ofthe policy surrendered less the amount ofany debt
owed to the company under, or secured by, the policy.

(5) Notwithstanding anlthing to the contrary in the policy, the action taken by the
insurer with respect to the policy shall be -
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(a) if a course of action not stated in the notice issued under sub-section
(3) is agreed in writing between the insurer and the policy holder, after

the policy holder has received the notice, that course ofaction;

(b) ifthe policy holder agrees in writing to an option contained in the notice

issued under sub-section (3), that course ofaction;

(c) if the policy holder does not respond to the notice issued under sub-

section (3), and after making reasonable efforts the insurer is unable to

contact the policy holder:

(D ifthe policy holder has elected in writing, either at the time of
taking the policy or at any time thereafter before the cessation

ofthe payment of premium, that a course ofaction should be

taken; that course ofaction: otherwise

(iD ifa course ofaction (not being the course of action set out in

clause (b) ofsub-section (4) is stated in the policy, that course

ofaction; otherwise

(iiD the course ofaction set out in clause (a) ofsubsection (4).

(6) No commission shall be payable to any person in respect of the following,
namely:-

(a) the application of the surrender value to the payment of premiums in

accordance with clause (b) ofsub-section (4); and

(b) the issue ofa contract ofterm insurance under clause (d) ofsub-section
(4).

PART XIV
INTERMEDIARIES

100. Certain provision of this Part to apply only to direct insurance business.-

The provisions of sections 105 to l16 and section l18 shall apply only to direct insurance

business.

l0l. Licensing requirements for applicants.- (l) No person other than an eligible
person provided in section 102 shall begin or carry out any business in the nature ofinsurance
intermediation unless such eligible person has obtained a license, fiom the Commission in such

form and manner and subject to such terms and conditions as may be specified:
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Provided that the Commission may, by notification in the official Gazette, exempt any

class ofpersons from the operation ofsub-section (l), subject to such terms and conditions as

may be specified:

Provided further that a licensed insurer offering services in the nature ofinsurance self-

network platform shall be exempted fiom the requirement of obtaining license from the

Commission under this Act, subject to such terms and conditions as may be specified:

(2) The requirement to obtain license as corporate insurance agents shall come into

effect within six months ofthe date of commencement of this Act or any subsequent date as

may be notified by the Commission:

Provided that persons acting as agent with an insurer, who are not corporate insurance

agents shall be exempted from the requirement ofobtaining license from the Commission.

(3) It shall be unlawful for any person to act as or describe himselfor hold himself
to be described or held out as an insurance intermediary, except as insurance agent, unless he

holds valid license, granted by the Commission.

(4) An insurance intermediary required to seek license under this Act, shall make

an application to the Commission, the manner of filing of which and the information.
documents, reports, certificates to be submined with the application, shall be specified.

102. Eligible persons as insurance intermediaries,- (l) No person other than a
company formed under the company law, shall be eligible to be licensed as insurance broker,

third party administrator or insurance surveyor:

Provided that an adjuster of maritime losses for marine class of insurance surveying

business shall be eligible to act as an insurance surveyor.

Provided further that nothing_in this section shall prevent the expression in the course

ofhis general professional practice ofan expert opinion on the nature, cause or quantum of an

insurance loss by an advocate, solicitor, accountant, actuary or other professional person

engaged in a prolession other than surveying.

(2) In the case of corporate insurance agents, no person other than a company
incorporated under the Company Act (XIX of 2017) or a firm or a limited liability partnership
as defined in the Limited Liability Partnership Act,2017 (XV of20l7) shall be eligible to
transact business as corporate insurance agents.

(3) In the case ofreinsurance brokerage, a foreign reinsurance broker i.e. a company
or a body corporate incorporated outside Pakistan, which is allowed to undertake insurance or
reinsurance brokerage or both, in the jurisdiction in which it is incorporated, and has
established place ofbusiness in accordance with the part XII ofthe Companies Act,20l7 (XIX
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of 2017), shall also be eligible to undertake reinsurance brokerage business in Pakistan.

(4) In the case of insurance self-network platform business or other insurance
intermediaries notified by the Commission under section l2l, the Commission may specify the

persons eligible to transact such business.

103. Grant of license.- (l) Where an application for license is received by the

Commission under section l0l, the Commission may grant license to the insurance

intermediary, subject to fulfilment of such requirements, as may be specified.

(2) Where the Commission is not satisfied with respect to all or any of the matters

related to the applicant as an insurance intermediary, it shall refuse an application.

(3) The regulations to be made under sub-section (l), shall provide for the recourse

available to the applicant, if its application is refused by the Commission.

(4) All insurance intermediaries licensed under this Act shall pay to the

Commission such amount of annual supervision fee, at such rate as may be notified by the

Commission.

104. Duration and revocation of license.- (l) The license of insurance

intermediaries, shall continue to remain valid until and unless cancelled or suspended by the

Commission:

Provided that the licenses issued to insurance brokers, insurance surveyors and third-
party administrators issued prior to coming into force of this Act, shall remain valid for the

period mentioned on the license, on the expiry ofwhich, license under the provision ofsection
103 shall be issued by the Commission:

Provided further that authorised surveying officers shall not be required to obtain

registration from the Commission.

(2) Where the Commission has reasons to believe that an insurance intermediary,

has contravened the provisions of this Act or the conditions of license or the directions given

by the Commission, the Commission may by an order in writing cancel or suspend the license

of the insurance intermediary:

Provided that a license ofan insurance intermediary shall not be cancelled or suspended

under this sub-section without giving the holder ofthe license an opportunity to be heard.

(3) The order under sub-section (2) shall provide the reasons of cancellation or
suspension of license and shall stipulate the period during which the license shall remain

suspended and on termination of the duration of suspension, the concemed insurance
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intermediary shall apply before the Commission seeking license, in accordance with section

l0l.

105. Liability oflnsurer for act or omissions ofagent.- (1) Every insurer shall, so

far as relates to a contract of insurance entered into by the insurer through an agent, be liable

to the policy holder for the acts or omissions of that agent as though that agent were an

employee ofthe insurer, in circumstances where the policy holder has relied in good f-aith on

the agent and as a consequence has suffered loss or damage. Liability shall be absolute and

shall not be capable ofbeing contracted out of, either in the agency agreement or on a policy,
proposal or other document.

(2) For the purposes of this Part, any person who, for remuneration arranges

insurance cover for a policy holder or intending policy holder, and who is not a licensed direct

insurance broker, shall be presumed to be the agent of the insurer in relation to any matter

relating to insurance.

(3) The provisions ofthe foregoing sub-section shall not operate to limit, curtail,

diminish or extinguish any liability ofthe insurer to which the insurer would otherwise have

been sub.ject.

106. Persons acting as agents.- (l) It shall be unlawful for any person to aot as an

agent in respect ofan insurer ifthat person, or, in the case ofa company or a firm or a body
corporate (including a limited liability partnership as defined in the Limited Liability
Partnership Act, 2017 (XV of20l7)), any director ofthe company or a firm or a body corporate,

or officer of the company or a firm or a body corporate engaging in the business ofinsurance
agency-

(a) is a minor;

(b) has been found ofunsound mind by a Court of competent jurisdiction;

(c) has been found guilty, within the five years preceding the present date,

of criminal misappropriation or criminal breach of trust, cheating or
forgery or an abetment ofor attempt to commit any such offence by a
Court of competent jurisdiction;

(d) has served any custodial sentence imposed by a Court of competent
jurisdiction, ending within the five years preceding the present date;

(e) has been found guilty by a Court of competent jurisdiction of any
offence involving insurance; or

has been otherwise declared as disqualified by the Tribunal, other than
for a term which had expired prior to the present date.

(0
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(2) It shall be unlawful for any person to act as an agent in respect ofan insurer

except under a contract in writing.

(3) Any person who acts as agent in breach of this section, and any insurer who

knowingly permits him to act as agent, shall be guilty ofan offence.

(4) A contract ofagency shall include, and ifit does not shall be deemed to include,

as a condition, that the agent must obtain the permission ofthe insurer before entering into a

contract ofagency with any other insurer while the contract with the first or any other insurer

remains in force.

(5) A contract of agency which does not disclose any existing contracts ofagency
with other insurers shall be deemed to include a warranty that no other such contracts exist::

Provided that the requirements of sub-section (4) and (5) shall not be applicable on a

corporate insurance agent.

(6) No person shall solicit any insurance business for any person other than a

licensed insurer.

Explanation.- The expression "Solicit", in relation to insurance business means,

offering to, inviting, or issuing any advertisement containing any offer or invitation to, the

public or any section ofthe public in Pakistan to enter into a contract ofinsurance.

107. Minimum qualifications for agents.- The Commission may specifr minimum
qualifications for persons appointed as insurance agents, which may extend to educational

requirements, training and professional development requirements, examination and

certification requirements, experience in the industry and membership ofan approved trade or
professional organization or self-regulatory organization,

f08. Insurer to maintain register ofagents.- (l) An insurer shall maintain a register

ofall agents employed by the insurer, containing such particulars as may be specified:

Provided that till the time regulations are issued under sub-section (l), the particulars

shall be maintained in accordance with sub-section (l) ofsection 98 ofthe repealed Ordinance.

(2) Prior to appointing a person as its agent, and at such intervals as may be

specified, during the time the person continues to act as its agent, an insurer shall obtain from

that person, a declaration in such form and manner as may be specified.

(3) It shall be an offence for an insurer to use an agent who has not been included

on the register referred to in sub-section ( l), or to use an agent who has not made the declaration

referred to in sub-section (2), or knowingly to use an agent who has made a false declaration.



109. Payments by and to insurance agents.- (1) Any sums received by an insurance

agent from a policy holder or an insurer, other than remuneration payable to the agent by the

insurer, shall be deemed to be held on trust for the insurer. Payment by a policy holder to an

insurance agent shall be deemed to constitute payment to the insurer.

(2\ Any payment to which sub-section (l) applies shall be passed on to the insurer

or the policy holder (as the case may be) as soon as practicable and in any case not later than

two weeks from receipt by the agent.

(3) No insurance agent shall, except with the approval of the insurer who is the

agent's principal, pay to or receive fiom a policy holder or intending policy holder any sums

in relation to a contract ofinsurance:

Provided that this sub-section shall not operate to relieve any person from a liability to

which that person is otherwise subject by the operation ofthis Act.

(4) It shall be unlawful for an agent to deduct fiom premiums paid by and received

from a policy holder any sums on account of commission due to the agent.

(5) No payment ofcommission or other remuneration to an insurance agent shall

be made otherwise than by a crossed cheque, pay order or electronic funds transfer or in such

other manner as may be specified:

Provided that this sub-section shall not apply to payments to an agent which do not in
the aggregate in one year exceed the sum offive thousand rupees.

(6) It shall be prohibited for any insurer or any of its agents to receive premium

from the policyholder otherwise than by a cross cheque, pay order or electronic funds transfer
or in such other manner as may be specified:

Provided that the Commission shall notifu the maximufrr amount of premium that can
be received in cash by the insurer or any of its agents.

110. Duty to disclose agency. - An agent acting for an insurer shall disclose to the
policy holder or intending policy holder the fact that he acts as an agent for that insurer and

any relationship between the agent and the insurer.

111. Restriction on insurance agents, becoming directors of insurance
companies. - (1) No insurance agent who solicits or procures insurance business, shall be
eligible to be or remain a director ofany insurance company carrying on insurance business
unless he suspends such solicitation or procurement.
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(2) Any insurance agent who contravenes the provisions of sub-section (l) shall

cease to be a director and shall be disqualified from acting as an insurance agent, for such

period as the Tribunal may determine.

(2) Where a licensed direct insurance broker is not, by virtue ofthe foregoing sub-

section, presumed to act as the agent ofan insurer, the broker shall be liable to the policy holder

and the insurer shall not be liable for the conduct or misconduct ofthe broker as distinct from

itselfor its agents, except as otherwise provided in this Act.

113. Broker's duty to disclose relationships. - (l) A licensed direct insurance

broker shall disclose to the policy holder or intending policy holder any relationship between

the broker and any insurer.

(2) A licensed direct insurance broker, in placing business with an insurer with
whom the broker has a contract of agency, shall, before the contract of insurance is effected,

inform the intending policy holder ofboth the existence ofthe contract ofagency and that the

broker is acting as the agent ofthe insurer in respect ofall matters conceming the contract of
insurance.

(3) Any amount held by a direct insurance broker for payment to the insurer shall

unless the insurer has previously agreed otherwise in writing be paid to the insurer as soon as

practicable.

(4) Any payment ofmoney (other than premium) from a direct insurance broker to

an inburer or vice versa shall be made by crossed cheque, pay order or electronic funds transfer.

115. Requirements in respect of persons ceasing to act as direct insurance
brokers.- (1) A company ceasing to act as a direct insurance broker shall maintain, for such
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ll2. Direct insurance brokers to be presumed agents under certain
circumstances; liability of brokers when not so presumed.- (1) A licensed direct insurance

broker shall be presumed to act as the agent ofany insurer with which such broker has a contract

ofagency, so far as relates to any policies placed by that broker with that insurer, and the insurer

shall be liable for the conduct or misconduct ofthe broker with respect to such policies.

ll4. Payments by and to direct insurance brokers. - (1) Any sums received by a

direct insurance broker from a policy holder, if authorized by the insurer, or from an insurer,

other than remuneration payable to the broker by tie insurer, shall be deemed to be held on

trust for the insurer. Payment by a policy holder to a direct insurance broker shall be deemed

to constitute payment to the insurer.

(2) Any amount held by a direct insurance broker for payment to the policy holder

shall be paid to the policy holder as soon as practicable and in any case in not less than two

weeks.



period as may be specified, such minimum level ofprofessional indemnity insurance in respect

ofliabilities arising from its activities as a direct insurance broker to which the company may

be subject, as may be specified.

(2) No company formerly acting as a direct insurance broker may be voluntarily
wound up during the period specified in the preceding sub-section.

116. Basis for payment of remuneration by insurers to direct insurance

brokers.- (1) A licensed direct insurance broker shall not receive from an insurer or from a
person on behalf of an insurer a gift, gratuity, benefit or other reward (however described)

except as remuneration for services rendered to the insurer:

(a) in ananging or effecting a particular contract ofinsurance:

(b) in connection with dealing with or settling a claim under a particular

contract of insurance; or

(c) otherwise than in connection with the broker arranging or effecting
contracts ofinsurance or dealing with or seftling claims under contracts of
insurance.

(2) Ar insurer shall not pay to a direct insurance broker, and a direct insurance

broker shall not receive from an insurer, in respect ofthe ananging or effecting ofcontracts of
insurance by that direct insurance broker with the insurer, remuneration at a rate or on a basis

that has been varied having regard to any one or more ofthe following, namely:-

(a) the number ofcontracts so arranged or effected;

(b) the total amount ofpremiums paid or payable under such contracts; or

(c) the total amount ofsums insured under such contracts.

ll7. Power to inspect insurance intermediaries.- (1) The Commission may, in
accordance with procedures specified, visit the premises of an insurance intermediary, to
establish compliance by the insurance intermediary with the provisions of this law or rules or
regulations framed hereunder relating to insurance contracts and insurance intermediaries.

(2) The Commission may appoint any one or more of its employees or any other
person so authorized to exercise the powers of the Commission to inspect any record or
document of the insurance intermediarv.

(3) The inspecting officer or team, as the case may be, shall have the same powers
as provided in the SECP Act and shall proceed accordingly and in case ofany violation ofthis
section shall be punishable under sub-section (5) ofsection 28A ofthe SECP Act.
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ll8. Classes of insurance sulveying.- lnsurance surveyors may be classified into
such classes or sub-classes as may be specified, and, if so classified, separate application shall

be made and separate licenses and certificates issued in respect ofeach such class or sub-class.

Provided that the Commission may specifu such class ofinsurance brokers or class of
insurance business to which the requirement ofthis sub-section shall not be applicable.

120, Ownership and management interests inler se of insurance brokers and
insurers prohibited. - No insurer and no director ofan insurer shall hold any direct or indirect

ownership interest in an insurance broker or take part in the management or direction ofan
insurance broker, and vice versa.

l2l. Other insurance intermediaries.- (l) The Commission may by notification in
the official gazette noti! such other classes of insuranc€ or reinsurance intermediaries and

conditions and requirements for licensing and other operational requirements thereof to be

specified as it may consider expedient from time to time.

122. Accounting and reporting by insurance intermediaries. - (1) A licensed

insurance broker and a licensed third party administrator shall make an annual report to the

Commission, which shall include the audited accounts and such other information and

statements as may be specified.

(2) The Commission may speciry the information, statements and reports required

to be submitted with insurance intermediaries with the Commission within such time period as

may be specified.
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119. Prohibition to act as a direct insurance broker and reinsurance broker in
a single risk- (l) It shall be unlawful for an insurance broker to perform the role as a direct
insurance broker and as a reinsurance broker in placement of a single account or risk or on
same non-life insurance policy and vice versa:

(2) The Commission may specifl the requirements applicable on insurance brokers
and insurers in relation to their role in placement of single account or risk on same nonJife
insurance policy.

(2) It shall be unlawful for any person, belonging to such class of insurance or

reinsurance intermediary which has been notified by the Commission under sub-section (l), to

act as or describe himself or hold himself out or permit himself to be described or held out as

insurance or reinsurance intermediary of such notified class in respect of insurance or
reinsurance business unless he holds a valid license issued bv the Commission.



PART XV
SPECIAL PRO\'ISIONS OF LAW

123. Application of Pakistan law to policies issued in Pakistan.- The holder ofa
policy ofinsurance issued by an insurer in respect of insurance business transacted in Pakistan

shall have the right, notwithstanding anlthing to the contrary contained in the policy or in any

agreement relating thereto, to receive payment in Pakistan ofany sum secured thereby and to

sue for any reliefin respect ofthe policy in any Tribunal: and ifthe suit is brought in Pakistan

any question of law arising in connection with any such policy shall be determined according

to the law in force in Pakistan:

Provided that nothing in this section shall apply to a policy of marine insurance.

124. Payment of money into Tribunal.- (l) Where in respect of any policy of life
insurance maturing for payment an insurer is ofopinion that by reason ofconflicting claims to

or insufficiency ofproofoftitle to the amount secured thereby or for any other adequate reason

it is impossible otherwise for the insurer to obtain a satisfactory discharge for the payment of
such amount, the insurer may before the expiry ofnine months from the date of the maturing

ofthe policy or, where the circumstances are such that the insurer cannot be immediately aware

ofsuch maturing, from the date on which notice ofsuch maturing is given to the insurer, apply

to pay the amount into the Tribunal within the jurisdiction of which is situated the place at

which such amount is payable under the terms ofthe policy or otherwise.

(2) A receipt granted by the Tribunal for any such payment shall be a satisfactory

discharge to the insurer for the payment ofsuch amount.

(3) An application for permission to make a payment into the Tribunal under this

section shall be made by a petition verified by an a{fidavit signed by a chiefexecutive oflicer
ofthe insurer setting forth the following particulars, namely:-

(a) the name ofthe insured person and his address;

(b) ifthe insured person is deceased, the date and place ofhis death;

(c) the nature ofthe policy and the amount secured by it;

(d) the name and address ofeach claimant so far as is known to the insurer
with details ofevery notice ofclaim received;

(e) the reasons why in the opinion ofthe insurer a satisfactory discharge
cannot be obtained for the payment ofthe amount; and

the address at which the insurer may be served with notice of any
proceeding relating to disposal ofthe amount paid into the Tribunal.

(0
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(4) Ar application under this section shall not be entertained by the Tribunal ifthe
application is made before the expiry ofsix months from the maturing ofthe policy by survival,
or from the date of receipt of notice by the insurer of the death of the person insured, as the

case may be.

(5) If it appears to the Tribunal that a satisfactory discharge for the payment ofthe
amount cannot otherwise be obtained by the insurer it shall allow the amount to be paid into

the Tribunal and shall invest the amount in Government securities pending its disposal.

(6) The insurer shall transmit to the Tribunal every notice of claim received after

the making ofthe application under sub-section (3), and any payment required by the Tribunal
as costs ofthe proceedings or otherwise in connection with the disposal ofthe amount paid into

the Tribunal shall as to the costs ofthe application under sub-section (3) be borne by the insurer

and as to any other costs be in the discretion ofthe Tribunal.

(7) The Tribunal shall cause notice to be given to every ascertained claimant ofthe
fact that the amount has been paid into the Tribunal, and shall cause notice at the cost ofany
claimant applying to withdraw the amount to be given to every other ascertained claimant.

(8) The Tribunal shall decide all questions relating to the disposal ofclaims to the

amount paid into the Tribunal.

(2) The constitution and procedure of the Committees shall be specified, and the

Arbitration Act, 1940 (X ol 1940), or any re-enactment thereof shall not apply to such

Committees.

(3) No person shall be appointed a member of the Committee if he has any interest (as

defined in sub-section ( l) ofsection 16 ofthe SECP Act) in the subject matter ofthe arbitration.

(4) The Committees shall only have jurisdiction in respect ofdirect insurance policies

on account of claims the pecuniary value of which shall be limited to a sum to be specified:

Provided that the Committees shall not have jurisdiction in respect of claims made

under private motor insurance policies for loss to the policy holder arising liom liabilities

incurred to third parties arising out ofor in connection with the use of motor vehicles on land,

as specified in the Motor Vehicles Act, 1939 (IV of 1939).

(5) An insurer licensed under this Act shall be deemed to have undertaken to abide by
the decisions ofany ofthe disputes resolution committees constituted under this section.

125. Small Disputes Resolution Committees.- (1) The Commission shall constitute

one or more Small Disputes Resolutions Committees to arbitrate disputes arising between an

insurer and a policy holder.



126. Payment of liquidated damages on late settlement of claims.- (l) It shall be

an implied term of every contract of insurance that where payment on a policy issued by an

insurer becomes due and the person entitled thereto has complied with all the requirements,

including the filing of complete papers, for claiming the payment, the insurer shall, if he fails

to make the payment within a period of ninety days from the date on which the payment

becomes due or the date on which the claimant complies with the requirements, whichever is

later, pay as liquidated damages a sum calculated in the manner as specified in sub-section (2)

on the amount so payable unless he proves that such failure was due to circumstances beyond

his control.

Explanation.- For the purposes ofthis sub-section, failure or delay by any person in

making payment (including without limitation payment under a contract ofreinsurance) to an

insurer shall not constitute circumstances beyond the control ofthe insurer.

(Z) The liquidated damages payable under sub-section (l) shall be payable for the

period during which the failure continues and shall be calculated at monthly rests at the rate

five per cent higher than the prevailing base rate.

(3) Notwithstanding the requirements of sub-section (1) and (2), an insurer shall

ensure that claims intimated to it are processed without any delay. Information and documents

reasonable and necessary for processing ofthe claim are solicited and the insurer processes and

decides claims in an eflicient and effective manner:

Provided that the Commission may specifu the procedure, documentation requirements
and the timelines within which claims are to be processed by insurers:

Provided further that the Commission may in speciffing requirements under proviso to

sub-section (3) may make separate specification in respect ofinsurers carrying on life insurance

business and those carrying on non-life insurance business.

127. Supply ofcopies of proposals and medical reports.- Every Insurer shall, on

application by a policy holder and on payment ofsuch fee as may be specified, supply to the
policy holder certified copies ofthe questions put to him and his answers thereto contained in
his proposal for insurance and in any medical report supplied in connection therewith.

128. Prohibition ofbusiness on dividing principle.- No insurer shall, begin or carry
on, any business upon the dividing principle, that is to say, on the principle that the benefit
secured by a policy is not fixed but depends either wholly or partly on the results of a
distribution of certain sums amongst policies becoming claims within certain time-limits, or on
the principle that the premiums payable by a policy holder depend wholly or partly on the
number of policies becoming claims within certain timeJimits:
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Provided that nothing in this section shall be deemed to prevent an insurer from
allocating bonuses to holders ofparticipating policies of life insurance in accordance with the
provisions of this Act, either as reversionary additions to the sums insured or as immediate
cash bonuses or otherwise:

Provided further that nothing in this section shall apply to the business of Takaful
insurance carried on by an insurer in accordance with laws estabtished for the conduct of
Takaful business.

129. Insurance repository or information sharing arrangement for insurers.-
The Commission shall have the power to direct the insurers to become part of insurance

repositor or information sharing arrangement including cyber security information sharing
platforms and shall specifu any requirements regarding the establishment, registration, conduct
and manner ofoperation ofsuch arrangement or platforms and ancillary matters thereto.

130. Prevention of offences relating to money laundering and terrorist
financing.- (l) Every insurer and insurance intermediary shall endeavor to prevent the

commission ofoffences ofmoney laundering as provided in Anti-money Laundering Ac! 2010
(VII of20l0) and counter financing ofterrorism laws for the time being in force with respect

to affairs of its business and shall take adequate measures for this purposes.

(2) Whoever fails to comply with the requirements of this section shall be liable to
punishment as provided in the Anti-money Laundering Act, 2010 (VII of20l0) and any other

law for the time being in lorce relating to counter financing ofterrorism.

13f. Macro-prudential supervision.- (l) The Commission shall have the power to

undertake macro-prudential supervision ofentities engaged in providing insurance services in
the country and shall establish systems and processes that are capable to monitor the

vulnerability ofthe insurance sector with respect to economic and financial shocks.

Explanation.-Macro-prudential supervision means a supervisory fiamework govemed

through supervisory processes whereby individual insurers are supervised through information
collected by identification, monitoring and analysis of macro-prudential factors such as

economic, demographic, social, financial developments and other environmental factors that

may impact insurers and insurance markets.

(2) The Commission shall have power to speciry the requirements to be imposed

on entities engaged in providing insurance services in order to perform macro-prudential

supervision under this Act.

132. Tie up between life insurer and nonJife insurer undertaking
microinsurance business. - (l) An insurer carrying on life microinsurance business may,
under a written agreement with an insurer carrying on non-life microinsurance business, be
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allowed to offer nonJife microinsurance products to microinsurance policyholders, in the

following manner, namely:-

(a) the premium attributable to the non-life microinsurance product, shall

be collected from the policyholder or the prospective policyholder, by

the insurer carrying on life microinsurance business or anl' of its
appointed intermediaries; and

(b) In the event ofany claim related to the non-life microinsurance product

referred in clause (a), the concemed life insurer or any of its appointed

intermediaries. shall forward the claim to the concemed non-life

insurer and offer all assistance for the expeditious disposal ofthe claim.

(2) Ar insurer carrying on non-life microinsurance business may, under a written

agrcement with an insurer carrying on life microinsurance business, be allowed to offer life
microinsurance products to microinsurance policyholders, in the following, namely:-

(a) the premium attributable to the life microinsurance product, shall be

collected liom the policyholder or the prospective policyholder, by the

insurer carrying on non-life microinsurance business or any of its
appointed intermediaries; and

(b)

133. Provisions of this Act to apply to microinsurers, digital-only insurers,
reinsurers or takaful operators.- Except as specifically provided in this Act or as may be

notified in the official Gazette by the Commission, the provisions ofthis Act as are applicable

to an insrrrer or insurance business shall mulatis mutandis apply to a microinsurer or
microinsurance business, to a digital-only insurer or digital insurance business, to a reinsurer

or reinsurance business, to an operator or takaful business, as the case may be.

PART XVI
INSURANCE TRIBUNAL

134. Constitution ofthe Tribunal.- (1) The Federal Govemment shall constitute a

Tribunal or Tribunals in consultation with the Commission and shall in respect ofeach Tribunal
so constituted specif, the territorial limits within which, or the class or classes of cases in
respect of which each such Tribunal shall exercise jurisdiction under this Act:

in the event of any claim related to the life microinsurance product

referred in clause (a), the concemed non-life insurer or any of its
appointed intermediaries. shall forward the claim to the concemed life
insurer and offer alI assistance for the expeditious disposal ofthe claim.

Provided that the Federal Govemment may by notification in the official Gazette confer
all or any of the powers ofthe Tribunal on any District or Additional District and Sessions
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Judge ofan area where for any reason it may not be expedient to constitute a separate Tribunal,
and in doing so the Federal Government shall also specify the composition and pecuniary and

territorial limits ofsuch a Tribunal and the Chairperson and members ofsuch tribunal and their
spouse shall not be shareholder ofany insurance company.

(2) The Tribunal shall consist ofa Chairperson who shall be a serving or retired
judge ofthe High Court and not less than two members being persons ofability and integ ty
who have such knowledge or experience oflife insurance, non-life insurance, actuarial science,

finance, economics, law, accountancy, administration or other discipline as would, in the

opinion of the Federal Government, enable them to discharge the duties and functions of
members of the Tribunal.

(3) To constitute a sitting ofa Tribunal the presence ofthe Chairperson and at least

one other member shall be necessary.

(4) A Tribunal shall not merely by reason of a change in its composition, or the

absence ofany member from any sitting, be bound to recall and rehear any witness who has

given evidence, and may act on the evidence already recorded by or produced before it.

(5) A Tribunal may hold its sitting at such places within its territorial jurisdiction

as the Chairperson may decide from time to time.

(6) No act or proceeding of a Tribunal shall be invalid by reason only of the

existence ofa vacancy in, or delect in the constitution ofthe Tribunal.

135. Powers of Tribunal.- (l) A Tribunal shall-

(a) in the exercise of its civil j urisdiction, have in respect ofa claim filed by

a policy holder or his nominee, heirs or legal representatives or the

holder of a succession certificate, against an insurance company in

respect of, or arising out of a policy of insurance, all the powers vested

in a civil Cou( under the Code of Civil Procedure, 1908 (Act V of 1908);

(b) in the exercise of its criminal jurisdiction, try the offences punishable

under this Act and shall, for this purpose, have the same powers as are

vested in the Court of Sessions under the Code of Criminal Procedure,

1898 (Act V of 1898);

(c) exercise and perform such other powers and functions as are, or may be,

conferred upon, or assigned to it, by or under this Act; and

(d) in all matters with respect to which procedure has not been provided for
in this Act, follow the procedure laid down in the Code of Civil
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Procedure, 1908 (Act V of 1908) or the Code of Criminal Procedure,

1898 (Act V of 1898) as the case may be.

(2) The jurisdiction ofa Tribunal shall not extend to appeals to which section 33

and section 34 ofthe SECP Act apply.

(3) No Court other than a Tribunal shall have or exercise any jurisdiction with
respect to any matter to which thejurisdiction ofa Tribunal extends under this Acg including

a decision as to the territorial limits and the execution ofa decree, order orjudgment passed by

a Tribunal:

Provided that for the purposes of this section a Small Dispute Resolution Committee

established under section 125 shall not be deemed to be a Court.

136. Procedure ofthe Tribunal,- (l) A Tribunal shall for the purpose ofthe trial of
an application, follow such procedure as may be prescribed and have the same powers as are

vested in a civil court trying a suit under the Code of Civil Procedure, 1908 (Act V of 1908) in
respect of:

(a) summoning and enforcing the attendance of any person and

examining him on oath;

(b) requiring the discovery and production of documents and material

objects;

(c) receiving evidence on affidavits; and

(d) issuing commissions for the examination of witnesses or documents.

(2) If, in the course ofthe trial ofan application, any one of its members ceases to
hold ofTice, or is, for any reason, unable to attend the sittings of that Tribunal, the trial shatl
continue notwithstanding such vacancy, and the decision may be given by the remaining
members.

Provided that where the members are equally divided on any point it shall be decided
in accordance with the views ofthe Chairperson.

(4)

Chairperson.

The decision ofa Tribunal shall be given in writing and shall be signed by the
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(3) Ifupon any matter requiring the decision oflthe Tribunal there is a difference of
opinion among its members, the opinion ofthe majority shall prevail and the decision ofthat
Tribunal shall be expressed in terms ofthe view ofthe majority:



(5) A Tribunal shall give a copy of the decision to each party to the dispute and

shall also forward a copy to the Commission.

(6) A Tribunal shall, upon an application made in this behalf by any party to a
dispute adjudicated by it and on payment ofsuch fee not exceeding one rupee for every one

hundred words, and subject to such conditions, as may be prescribed, fumish certified copies

olits proceedings or ofany document submifted to or produced before it.

137. Appeal.- (1) Subject to the right ofappeal conferred by sub-section (2) hereof,
the decision ofthe Tribunal on any application shall be final and shall not be questioned in any

Court or before any other authority.

(2) Any party aggrieved by a decision of the Tribunal may, if the amount of the

claim in dispute or the penalty prescribed, as the case may be, is not less than one hundred

thousand rupees, prefer an appeal to the High Court within a period ofthirty days from the date

ofsuch decision.

(3) An appeal under sub-section (2) shall be heard by a Bench ofnot less than two
judges ofthe High Court having tenitorialjurisdiction over the relevant Tribunal.

PART XVII
INSIJRANCE OMBI,JDSMAN

138. Special definitions applicable to this Part.-_In this Part, "Act" shall mean the

Federal Ombudsmen Institutional Reforms Act, 2013 (Act No. XIV of 2013).

f39. Appointment oflnsurance Ombudsman.- (l) The Federal Govemment shall

appoint an Insurance Ombudsman, who shall be a natural person having high integrity and

ability and unimpeachable insurance or legal credentials and he and his spouse shall not be a

shareholder ofa licensed insurer.

(2) The Insurance Ombudsman shall hold oflice for a period offour years from the

date of his appointment unless he resigns earlier in writing under his hand addressed to the

President, or is disqualified or removed in accordance with section 5 of the Act and he shall

not be eligible for any extension of tenure or for reappointment under any circumstances

whatsoever:

Provided that the Insurance Ombudsman shall continue to hold office after expiry of
his tenure till his successor enters upon the office:

Provided further that if at any time when the office of the Insurance Ombudsman is

vacant or he is unable to perform his functions due to any cause, the President shall appoint an

Acting Insurance Ombudsman who shall perform functions and exercise powers as are vested

in the Insurance Ombudsman and shall be entitled to all privileges as are admissible to the
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lnsurance Ombudsman:

Provided also that till such time the Acting Insurance Ombudsman is appointed, the

Wafaqi Mohtasib (Ombudsman) shall act as Insurance Ombudsman and in case the Wafaqi

Mohtasib is absent or unable to perform functions of his office, the Federal Tax Ombudsman

shall act as Insurance Ombudsman

(3) Any vacancy occuning in the office ofthe Insurance Ombudsman shall be filled
within sixty days ofthe occurrence ofsuch vacancy.

(4) The Insurance Ombudsman shall not hold any other office of profit in the

service of Pakistan or occupy any other position carrying the right to remuneration for the

rendering ofservices, and shall not during the two years immediately prior to his appointment

have held any office in any licensed insurer.

140. Terms and conditions oflnsurance Ombudsman.- The terms and conditions

of the Insurance Ombudsman shall be govemed under the Act and as revised from time to time.

l4l. Jurisdiction, functions and powers of Insurance Ombudsman.- (l) The
Insurance Ombudsman may on a complaint by any aggrieved person undertake any
investigation into any allegation of mal-administration on the part ofany licensed insurer:

Provided that the Insurance Ombudsman shall not have any jurisdiction to investigate

or inquire into any matters which are sub-judice before a court of competent jurisdiction or
tribunal or board in Pakistan on the date ofthe receipt ofa complaint, reference or motion by
him.

(2) For the purposes ofthis section "mal-administration" includes -

(a) a decision, process, recommendation, act of omission or commission
which:

(D is contrary to law, rules or regulations or is a departure lrom
established practice or procedure, unless it is bona fide and for
valid reasons; or

(iD is perverse, arbitrary or unreasonable, unjust, biased,
oppressive. or discriminatoryl or

(iiD is based on irrelevant grounds; or

involves the exercise ofpowers, or the failure or refusal to do
so, for corrupt or improper motives, such as, bribery, jobbery,
favouritism, nepotism and administrative excesses; and

(iv)
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(b) corruption, nepotism, neglect, inaftention, inordinate delay,

incompetence, inefficiency and ineptitude in the administration or
discharge of duties and responsibilities.

(3) Notwithstanding an).thing contained in sub-section (1), the Insurance

Ombudsman shall not accept for investigation any complaint which is brought by or on behalf
ofa licensed insurer and which relates to a contract ofreinsuranc€.

(4) Notwithstanding anlthing contained in sub-section (l), the Insurance

Ombudsman shall not accept for investigation any complaint by or on behalfofan employee

ofa licensed insurer conceming any matters relating to the licensed insurer in respect ofany
personal grievance relating to his service therein.

(5) For carrying out the objectives ofthis law and, in particular for ascertaining the

root causes of iomrpt practices and injustice, the Insurance Ombudsman may arrange for
studies to be made or research to be conducted and may recommend appropriate steps for their

eradication.

142, Reference to Insurance Ombudsman by Court.- If at any time during the

pendency of a case, a Court or Tribunal trying a case relating to an insurance company is of
the opinion that the management ofthe licensed insurer has prima facie acted in a mala fide

mamer, or in violation of insurance rules and regulations, it may make reference to the

Insurance Ombudsman for inquiring into the matter and passing such order in accordance with

the provisions hereof as he may deem fit:

Provided that the making ofa reference shall not prevent the Court or Tribunal from

deciding the claim before it on its merits.

143. Procedure for making complaints.- (l) A complaint shall be made on solemn

affirmation or oath in writing addressed to the lnsurance Ombudsman. The complaint shall set

out the full particulars of the transaction complained of and the name and address of the

complainant.

(2) Prior to making a complaint the complainant shall intimate in writing to the

concemed licensed insurer his intention of filing a complaint and ifthe licensed insurer either

fails to respond, or makes a reply which is unsatisfactory to the complaint, within a period of
one month, the complainant may file a complaint at any time thereafter within a further period

ofthree months:

Provided that the Insurance Ombudsman may, if satisfied that there were reasonable

grounds for the delay in filing the complaint, condone the delay and entertain the complaint.
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(3) The Insurance Ombudsman may adopt any procedure as he considers

appropriate for investigating a complaint. and the procedure so adopted shall not, in any way.

be inconsistent with the provisions of this law and the Act:

Provided that he shall not pass any order against a licensed insurer without first giving

it a notice and an opportunity to be heard.

(4) Subject to section 142, the Insurance Ombudsman shall not have any power to

entertain any complaints ifthe matter is pending before a Court, Tribunal or other legal forum.

(5) The lnsurance Ombudsman may reject a complaint summarily or he may accept

the same or pass any other order he deems fit:

Provided that in each case he shall pass a reasoned order for his decision.

(6) The Federal Govemment may further prescribe rules for the conduct of
proceedings in relation to complaints brought before the Insurance Ombudsman.

144. Recommendations for implementation.- (l) In the event the Insurance

Ombudsman comes to the conclusion that the complaint is justified, in part or in whole, he

shall try and facilitate an amicable resolution or settlement by resort to mediation and failing
that communicate his findings to the concerned licensed insurer with the direction -

(a) to reconsider the matten

(b) to modifr or cancel the earlier decision, action or failure to take

appropriate action;

(c) to pay reasonable compensation to the complainant as fixed by the
Insurance Ombudsman;

(d) to take the requisite steps to improve the functioning or efficiency of
the licensed insurer; or

(e) to take such other remedial steps or actions as may be specified by the
Insurance Ombudsman.

(2) Any licensed insurer, or official ofa licensed insurer or a complainant aggrieved
by an order passed by the Insurance Ombudsman, may file a review with the Insurance
Ombudsman or a representation before the President under the provisions ofthe Act.

(3) Any order-



(a) passed by the lnsurance Ombudsman, other than the order passed in

pursuance of section 13 of the Act, against which neither any review

application has been filed nor has any representation been filed before

the President; or

(b) passed by the Insurance Ombudsman in pursuance of section 13 ofthe
Act against which no representation before the President has been filed;
or

(c) passed or a decision taken under section l4 ofthe Act,

as the case may be, shall become final and operative and ifnot implemented shall render

the licensed insurer concerned liable to such action including the imposition ofa penalty

as the Commission may deem fit, and in relation to an insurance company officer, to
the appropriate disciplinary or other proceedings.

(4) Nothing contained herein shall prevent a complainant from filing a suit against

a licensed insurer-in the event his complaint is rejected.

145, Power to call for information.- The Insurance Ombudsman shall have the

power for purposes of disposing a case, to require a licensed insurer_to disclose to him any

information subject to the following conditions, namely:-

(a)

(b) the Insurance Ombudsman may call for any or all such documents

which are relevant or pertinent for purposes ofdeciding a complaint:

Provided that he shall not be entitled to call for unrelated

documents which may compromise the licensed insurer's position in

relation to other customers:

Provided further that in cases where the Insurance Ombudsman

is investigating cases of comrption, he shall have a greater latitude in

relation to the inspection ofdocuments; and

(c) in the event of a licensed insurer refusing to furnish information, or

copies ofrelevant documents, the Insurance Ombudsman may draw an

adverse inference and comment on the same in his findings.

146. Duties of insurers.- (l) An insurer shall at all times co-operate with the

Insurance Ombudsman and with any person properly authorized by him, in the conduct ofan
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insurance confidentialiry is maintained as required by insurance law

and procedure and shall take no action which is violative thereof;



investigation by the Insurance Ombudsman into a complaint which has been brought before

him.

(2) An insurer that obstructs, through its willful act or failure to act, any

investigation by the Insurance Ombudsman shall be guilty ofan offence.

147. Duty and power of the Insurance Ombudsman to report to the

Commission.- (l) Where the Insurance Ombudsman has reason to believe during the course

ofhis investigation into a complaint brought before him, or finds as a result ofhis investigation

that an insurer has -

(a) lailed to comply with this law; or

(b) failed to act in good faith; or

(c) acted in such a manner as to bring the insurance industry into disrepute,

he shall make a report on that matter to the Commission in such manner as the Commission

may specifo.

(2) The Insurance Ombudsman may make a report to the Commission on any matter

arising from his investigation into a complaint brought before him, in which he deems it fit or
proper to do so.

(3) The Insurance Ombudsman may, in a report made under sub-section (l) or
under sub-section (2), make recommendations as to action to be taken, including without
limitation an investigation by the Commission, or the taking of the requisite steps or legal

proceedings against an insurance company which has acted in violation of insurance laws,
rules, regulations, procedures, or directives ofthe Commission.

148. Report of Insurance Ombudsman.- ( I ) 'I'he lnsurance Ombudsman shall
prepare and submit to the Federal Government on or before the 3lst March in every year a
report setting out a review of the activities of his office during the preceding year and also
provide a copy of the same to the Commission.

(2) The lnsurance Ombudsman shall also submit a report or reports to the Federal
Government containing the results ofsuch inquiries as he may be directed to conduct bv the
Federal Govemment from time to time.

(3) All reports submitted by the Insurance Ombudsman shall be published and
released to the public unless he directs otherwise for reasons to be recorded.
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PART X\III
APPOINTMENT OF ADMINISTRATORS

149. When Administrator for management of insurance business may be

appointed,- (l) If at any time the Commission has reason to believe that an insurer carrying

on insurance business is acting in a manner likely to be prejudicial to the interest ofholders of
insurance policies it may, after giving an opportunity to the insurer to be heard, appoint an

Administrator to manage the affairs of the insurer under the direction and control of the

Commission-

(2) The Administrator shall receive such remuneration as the Commission may

specifu and the Commission may at any time cancel the appointment and appoint some other
person as Administrator.

(3) The management ofthe business ofthe insurer shall as on and after the date of
appointment of the Administrator vest in such Administrator but except with the leave of the

Commission the Administrator shall not issue any further policies.

(4) As on and after the date ofappointment ofthe Administrator any person vested

with any such management immediately priorto that date shall be divested ofthat management.

(5) The Commission may issue such directions to the Administrator as to his

powers and duties as the Commission deems desirable in the circumstances ofthe case, and the

Administrator may apply to the Commission at any time for instructions as to the manner in

which he shall conduct the management of the business of the insurer or in relation to any

matter arising in the course ofsuch management.

(a) the transfer ofthe business ofthe insurer to some other insurer;

(b) the carrying on of its business by the insurer (in case of life insurance

business whether with the policies of the business continued for the

original sum insured with the addition ofthe bonuses that attach to the

policies or for reduced amounts);

(c) the winding up ofbusiness ofthe insurer; or

(d) such other course as he deems advisable

101

150. Powers and duties ofthe Administrator.- (1) The Administrator shall conduct

the management of the business of the insurer with the greatest economy compatible with
efficiency and shall, as soon as may be possible, file with the Commission a report stating his

opinion as to which ofthe following courses is in the circumstances most advantageous to the

general interest ofthe holders of insurance policies-



q On the filing ofthe report with the Commission, the Commission may take such

action, not inconsistent with the other provisions of this Act, as it thinks fit for promoting the

interest ofthe holders of insurance policies in general.

(3) Any order passed by the Commission under sub-section (2) shall be binding on

all persons concemed, and shall have effect notwithstanding anything in the Memorandum or
Articles ofAssociation ofthe insurer, ifa company.

15f. Powers of Administrator respecting property liable to attachment under
section 178.- (l) If the Administrator is satisfied that any person has rendered himself liable to
be proceeded against under section 160, he may, pending the institution ofproceedings against

such person under that section, by order in writing prohibit him or any other person from
transferring or otherwise disposing ofany propertv which, in the opinion ofthe Administrator,
would be liable to attachment in proceedings under that section.

(2) Any person aggrieved by an order made by the Administrator under sub-section
(l) may, within fourteen days from the date on which the order is served on him, appeal against

such order to the Tribunal.

(3) An order made by the Administrator under sub-section (l) shall, subject to any

order made by the Tribunal on appeal, be in force for a period ofthree months from the date of
the order unless before the expiry ofthe said period, an application is made under sub-section
(1) of section 178 to the Court competent to exercise jurisdiction under that sub-section. and

when such an application is made, the order shall, subject to any order made by the Court,

continue in force as if it were an order ofattachment made by that Court in proceedings under
that section.

(4) Ar order made by the Administrator under this section shall

(a) in the case of an order affecting a corporation or firm, be served in the
manner provided for the service olsummons in rule 2 of Order )O(IX or
rule 3 of the Order XXX, as the case may be, in the First Schedule to the
Code ofCivil Procedure, 1908 (Act V of 1908), and

(b) in the case ofan order affecting a person not being a corporation or firm,
be served on such person,

(i) personally, by delivering or tendering to him the order, or

(ii) by post, or

(iii) where the person cannot be found, by leaving a copy ofthe order
with some adult male member of his family or by affixing such
copy to some conspicuous part of the premises in which he is
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known to have last resided or carried on business or personally

worked for gains, and every such order shall also be published in

the official Gazette.

(5) If any question arises whether a person was duly served with an order under

sub-section (4) the publication ofthe order in the offrcial Gazette shall be conclusive proofthat
the order was so served, and a failure to comply with the provisions ofclause (a) or clause (b)

ofsub-section (4) shall not affect the validity ofthe order.

(6) Notwithstanding anything contained in this section, any property in respect of
which an order has been made by the Administrator may, with the previous permission of the

Administrator and subject to such terms and conditions as he may impose, be transferred or
otherwise disposed of.

(7) Notwithstanding anlthing contained in any other law for the time being in force,

the transfer or other disposition of any property in contravention of any order made by the

Administrator under this section or ofany terms and conditions imposed by him shall be void.

(8) For the purpose ofenabling him to form an opinion as to whether any property

would be liable to attachment in proceedings under section 178 or for the purpose ofenabling
him to institute proceedings under that section, the Administrator may require any person to
fumish information on such points or matters as, in the opinion of the Administrator may be

relevant for the purpose, and any person so required shall be deemed to be legally bound to

fumish such information within the meaning of section 176 of the Pakistan Penal Code (Act
XLV of 1860).

(9) The Administrator shall have all the powers ofa civil court under the Code of
Civil Procedure, 1908 (Act V of 1908), while trying a suit in respect of the following matters,

namely:-

(a) summoning and enforcing the attendance of witnesses and examining

them on oath;

(b) requiring the production ofdocuments; and

(c) receiving evidence on aflidavits,

and any proceeding before the Administrator under this section shall be deemed to be ajudicial
proceeding within the meaning ofsection 193 and 228 ofthe Pakistan Penal Code (Act XLV
of 1860).

( l0) Save as provided in this section or in section 178, and notwithstanding anything

contained in any other law for the time being in force -
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(a) no suit or other legal proceeding shall lie in any Court to set aside or
modi! any order of the Administrator or the Federal Govemment made

under this section; and

(b) no Court shall pass any decree, gant any injunction or make any other

order which shall have the effect of nulliSing or affecting in any way

any such order.

152. Cancellation of contracts and agreement.- The Administrator may, at any

time during the continuance of his appointrnent with respect to any insurer and after giving an

opportunity to the persons concemed to be heard, cancel or vary (either unconditionally or

subject to such conditions as he thinks fit to impose) any contract or agreement (other than a

policy) between the insurer and any other person which the Administrator is satisfied is

prejudicial to the interests ofholders ofinsurance policies.

153. Termination of appointment of Administrator.- lf at any time it appears to

the Commission that the purpose of the order appointing the Administrator has been fulfilled
or that for any reason it is undesirable that the order ofappointment should remain in force, the

Commission may cancel the order and thereupon the Administrator shall be divested ofthe
management of the insurance business which shall, unless otherwise directed by the

Commission, again vest in the person in whom it was vested immediately prior to the date of
appointment of the Administrator.

154. Finality of decision of appointing Administrator.- Any order or decision of
the Commission made in pursuance of section 149 or section 153 shall be final and shall not
be called in question in any Court or Tribunal.

155. Penalty for withholding document or property from Administrator.- Ifany
director or officer of the insurer or any other person fails to deliver to the Administrator any

books of account, registers or any other documents in his custody relating to the business of
the insurer the management of which has vested in the Administrator. or retains any property
of such insurer, he shall be punishable with imprisonment which may extend to six months, or
with fine rvhich may extend to one million rupees, or with both.

156. Protection ofaction taken under sections 149 to 153.- ( I ) No suit, prosecution
or other legal proceeding shall lie against an Administrator for anything which is in good faith
done or intended to be done in pursuance of section 149, section 150, section l5l or section
152.

(2) No suit or other legal proceeding shall lie against the Commission for any
damage caused or likely to be caused by anlhing which is in good faith done or intended to
be done under section 149, section 150 or section 153.
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PART XIX
WINDING IJP

157. Winding up by the Court.- (1) The Court may order the winding up in
accordance with the Companies Act,20l7 (X[X of20l7), ofany insurance company and the

provisions ofthat Act shall, subject to the provisions ofthis Act, apply accordingly.

(2) The Court may, provided that it is satisfied that such order is in the interests of
the policy holders ofthe company, order the winding up ofan insurance company:

(a) on the grounds set out in section 301 ofthe Companies Act,20l7 (XIX
of2017), but subject always to the provisions of this Act;

(b) if with the sanction ofthe Court previously obtained a petition in this

behalf is presented by shareholders not less in number than one-tenth

ofthe whole body of shareholders and holding not less than one-tenth

of the whole share capital or by not less than fifty policy holders

holding participating policies of life insurance other than paid up

policies, that have been in force for not less than three years and have

a total sum insured, including bonuses added to the sum assured ofnot
less than fifty million rupees; or

(c) if the Commission, who is hereby authorised to do so, applies in this

behalfto the Court on any ofthe following grounds, namely:-

(i) that the company having failed to comply with any

requirement of this Act has continued such failure or having

contravened any provision of this Act has continued such

contravention for a period of three months after notice of
such failure or contravention has been conveyed to the

company by the Commission;

(ii) that it appears from the returns fumished under the

provisions of this Act, or from the results of any

investigation made thereunder, or from a report made by any

Administrator appointed thereunder that the company is

unable to meet its obligations;

(iii) that the continuance of the company is prejudicial to the

interests ofthe policy holders';

the company or its intermediaries are carrying on business

which is detrimental to the policy holders; or
(iv)
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(v) the license ofthe insurer has been revoked.

(3) An insurance company in respecl of which a winding up order is made shall

immediately cease to enter into new contracts of insurance, whether in life or non-life
insurance.

(4) All contracts ofnonlife insurance issued by an insurer which are in force at the

date of an order for the winding up of the insurer, shall stand cancelled as at the date of the

order or at such later date as may be specified in the order.

158. Voluntary winding up.- Notwithstanding anything contained in the Companies

Act,2017 IXIX of20l7), an insurance company shall not be wound up voluntarily unless it
has first transferred or otherwise made provision for the settlement of its liabilities incurred

under insurance contracts, and its license has been revoked.

159. Court may order continuation of life insurance business.- (l) The liquidator
ofan insurer carrying on life insurance shall, ifthe Court so orders, carry on the Iife insurance

business. or the life insurance business carried on in any one or more statutory funds, of the

insurer rvilh a view to its being transferred as a going concem to another insurer (being a

companl') licensed under this Act, whether an existing company or a company formed for that
purpose.

(2) If an order is given under sub-section (l). and has not been revoked, each

statutory fund to which the order applies shall be considered for the purposes ofthe liquidation
to constitute a single asset ofthe insurer, and no assets o[any such statutory fund shall be

applied in the winding up ofthe insurer, neither shall any liabilities ofany such statutory fund
share in any distribution ofassets upon winding up.

(3) In carrying on the life insurance business in any statutory fund ofan insurer in
accordance with an order of a Court under sub-section (l). the liquidator may, subject to the
provisions of this Act, agree to the variation of any contracts of insurance in existence when
the winding up order is made but shall not effect any new contracts ofinsurance.

160. Court may appoint special manager of life insurance business.- (l ) If the
liquidator ofa life insurer is satisfied that the interests ofpolicyholders require the appointment
ofa special manager ofthe insurer's life insurance business, he may make application to the
Court to appoint a special manager.

(2) The Court may, on an application made under sub-section (l), appoint a special
manager ofthe insurer's life insurance business to act during such time as the court may direct,
with such powers, including any ofthe powers ofa receiver or manager, as may be entrusted
to him by the Court.
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161. Court may appoint independent actuary.- (l) The Court may, on the
application of the liquidator, of a special manager appointed under section 160 or of the
Commission, appoint an actuary (not being the insurer's appointed actlary at any time during
the five years prior to the insurer entering into liquidation) to investigate the life insurance

business ofthe insurer according to such scope as the Court shall direct, but including without
limitation:

(a) the desirability or otherwise ofthat business being continued; and

(b) any reduction in the contracts made in the course of carrying on that

business that may be necessary for its successful continuation.

(2) An actuary appointed under sub-section (l) shall report to the liquidator, the

special manager or to the Court and within such time as the Court may direct, on any

investigation conducted by the actuary pursuant to this section.

162. Powers ofCourt to reduce contracts of life insurance.- (1) Where an insurer
is in liquidation, the Court may make an order reducing the amount ofthe insurance contracts
ofthe insurer upon such terms and subject to such conditions as the Court believes to be in the
interests ofthe policy holders ofthe insurer.

(2) This section applies also to the business of a statutory fund of a life insurer
which is being carried on by a liquidator pursuant to an order made by the Court under section

r59.

(3) An application for an order under this section may be made either by the

liquidator, or by or on behalfofthe company or by a policy holder, or by the Commission; and

the Commission and any person whom the Court thinks likely to be affected shall be entitled
to be heard on any such application.

163. . Commission empowered to apply for directions.- (l) The Commission may

apply to the Court for directions regarding any matter arising in connection with or upon the

winding-up of an insurer.

(2) Before making an application under sub-section (l), the Commission shall give
the liquidator and the special manager (if any) written notice of that proposed application,
including details of the proposed application.

(3) The liquidator and the special manager shall be entitled to be heard on the

application.

164. Commission entitled to notice and hearing,- (l) Before making an application
to the Court in relation to a matter arising in connection with or upon the winding-up of an
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insurer, a liquidator or a special manager shall give the Commission not less than fifteen days

wriften notice ofthat proposed application, including details ofthe proposed application.

@ The Commission shall be entitled to be heard on the application.

165. Commission entitled to obtain information.- (1) The Commission may in

writing request a liquidator or a special manager to provide such information as the

Commission may deem necessary, in relation to the winding up of an insurer.

(2) The liquidator or special manager shall comply with the request within fifteen

days or, such further period as the Commission shall, on application made to it for extension

oftime for providing such information, grant.

166. Determination of insurance liabilities.- (1) This section shall not apply to the

life insurance business ofa statutory fund ofa life insurer in respect of which an order has been

made by the Court under section 159 to continue that business, and that order has not been

revoked.

(7) In the winding up of an insurer the liquidator shall -

(a) by examination of the books and records of the insurer, identifl
persons appearing by those books and records to be entitled to or
interested in the policies granted by the insurer

(b) determine the value ofthe liability ofthe insurer to each such person;

and

(c) give notice ofsuch value to those persons in such manner as the Court
may direct.

(3) A determination under clause (b) ofsub-section (2) shall be made in accordance

with the directions ofthe Court.

(4) In giving directions under sub-section (3) the Court shall, and in making the
determination under the clause (b) ofsub-section (2) the liquidator shall have regard to -

(a) the surrender value oflife insurance contracts;

(b) the amount of surplus, if any, that has been allocated for the benefit
of participating life insurance policyholders; and

the premium paid, the pattem ofrisk and the length ofthe unexpired
portion of contracts of non-life insurance.

(c)
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(5) Any person to whom notice is given under clause (c) ofsub-section (2) shall be

bound by the value stated in that notice unless he gives notice of his intention to dispute such
value in such manner and within such time as may be specified by applicable rules and failing
which by an order ofthe Court.

167. Application ofstatutory fund assets.- (l) This section, otherthan sub-sections
(6) and (7), does not apply to a statutory fund ofa life insurer in respect of which an order has

been made under section 159 to continue the life insurance business ofthat statutory fund, and

that order has not been revoked.

(2) In the winding up ofan insurance company carrying on life insurance business,

the assets and the liabilities ofeach statutory fund ofthe insurer shall be ascertained separately

from the value ofthe assets and tiabilities ofeach other statutory fund or ofthe shareholders'

tund.

(3) Subject to this section, in the winding-up of a life insurer, the assets of a
statutory fund shall first be applied in accordance with section 390 ofthe Companies Act,20l7
(XIX of20l7) in discharging preferential payments given priority under that section.

(4) Sub-section (3) shall have effect only to the extent that creditors ofthe company

which have statutory preference under section 390 ofthe Companies Act, 2017 (XIXof20l7),
in respect of liabilities which are liabilities that are referable to the business of the statutory

fund.

(5) Ifany assets ofthe statutory fund remain after the application ofsubsection (3),

the assets shall be applied according to the following rules, namely:-

(a) the assets shall be applied first in discharge of policy liabilities of the

insurer referable to the statutory fund;

(b) ifany assets remain, they shall be applied in discharge ofother liabilities

that are referable to the business ofthe statutory fund;

(c) if, after the application of assets according to clauses (a) and (b), any

assets ofthe statutory fund remain, those assets are to be applied in such

manner as the Court directs;

the interests of the holders of policies referable to the statutory

fund;

(i)
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(iD the interests ofthe holders ofpolicies referable to statutory funds

ofthe insurer other than the statutory fund;

(iii) the interests of creditors ofthe company other than creditors of
the statutory fund whose debts have not been discharged by the

application ofassets according to clause (b); and

(ir) the interests ofshareholders ofthe company.

(6) Ifa liability ofthe company-

(a) is referable to two or more statutory funds (including a statutory fund

or funds referred to in sub-section (l)); or

(b) is referable in pad to a statutory fund or statutory ftlnds (including in

both cases a statutory fund referred to in sub-section (1)) but is also

related to the shareholders' fundl or

(c,

(7) In making an apportionment under sub-section (6), the liquidator shall comply

with any directions of,the Court.

(8) The part of the amount so determined in relation to a statutory fund is to be

treated as a liability ofthe insurer that is referable to the business ofthe fund.

168. Winding up secondary companies.- (l) Where the insurance business or any

part of the insurance business of an insurance company has been transferred to another

insurance company under an arrangement in pursuance ofrvhich the first mentioned company
(in this section referred to as the secondary company) or the creditors thereofhas or have claims

against the company to which such transfer was made (in this section referred to as the principal

company) then, if the principal company is being wound up by or under the supervision ofthe
Court, the Court shall (subject as hereinafter mentioned) order the secondary company to be

wound up in conjunction with the principal company and may be the same or any subsequent

order appoint the same person to be liquidator for the two companies and make provision for
such other matters as may seem to the Court necessary with a view to the companies being
wound up as ifthey were one company.

(2) The commencement ofthe winding up ofthe principal company shall, save as

otherwise ordered by the Court, be the commencement of the winding up of the secondary
company.
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(3) In adjusting the rights and liabilities ofthe members ofthe several companies

among themselves the Court shall have regard to the constitution ofthe companies and to the

arrangements entered into between the companies in the same manner as the Court has regard

to the rights and liabilities ofdifferent classes of contributories in the case of the winding up

ofa single company or as near thereto as circumstances admit.

(4) Where any company alleged to be secondary is not in process ofbeing wound
up at the same time as the principal company to which it is alleged to be secondary, the Court
shall not direct the secondary company to be wound up, unless, after hearing all objections (if
any) that may be urged by or on behalfofthe company against its being wound up, the Court
is ofopinion that the company is secondary to the principal company and that the winding up

ofthe company in conjunction with the principal company isjust and equitable.

(5) An application may be made in relation to the winding up of any secondary

company in conjunction with the principal company by any creditor of, or person interested in,
the principal or secondary company.

(6) Where a company stands in the relation ofa principal company to one insurance

company and in the relation of a secondary company to some other insurance company or

where there are several insurance companies standing in the relation ofsecondary companies

to one principal company, the Court may deal with any number ofsuch companies together or
in separate groups as it thinks most expedient upon the principle laid down in this section.

Provided that in the case ofa deposit made under section 28 which by virtue ofthis Act
is deemed to be an asset ofa statutory fund in respect of which an order has been made under

section 145 to continue the life insurance business ofthat statutory fund and that order has not

been revoked, the Court shall not order the return ofthat deposit.

PART XX
OFFENCES AND PENALTIES

170. Penalty for default in complying with, or acting in contravention of this
Act.- (1) Except as otherwise provided in this Act, any person who knowingly makes default

in complying with or acts in contravention of any requirement of this Act, or rules or

regulations or any direction made by the Commission, and any director, or other officer ofsuch
person, who is knowingly a party to the default, shall be punishable by the Commission with
penalty which may extend to fifty million rupees and, in the case ofa continuing default, with
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an additional penalty which may extend to hundred thousand rupees for every day during

which the default continues.

(2) Notwithstanding anlthing contained in sub-section (l), the Commission may

impose an additional penalty, not exceeding the amount ofactual loss caused ifthe person, or

its directors or officers, has failed to comply with any provision of this Act or rules or
regulations made under this Act or direction given by the Commission under this Act and the

non-compliance has resulted in a loss to any other person.

171. Penalty for transacting insurance business in contravention ofsections 5,6
and 28.- (1) Any insurer or any person acting on behalfofan insurer, who carries on any class

ofinsurance business in contravention ofany ofthe provisions ofsections 5, 6 and 28, or does

any one or more of the acts constituting the business ofinsurance in relation to any insurance

business carried on in contravention of any of the said sections shall be punishable with fine
which may extend to two million rupees.

(2) Ary person knowingly taking out a policy of insurance with any insurer or
person guilty of an offence under sub-section (1) shall be punishable with fine which may

extend to five hundred thousand rupees.:

172. Penalty for false statement in document.- Except as otherwise provided in

this Act, whoever, in any retum, report, certificate, balance-sheet or other document, required
by or for the purposes ofany ofthe provisions of this Act, rvillfully makes a statement false in
any material particular, knowing it to be false, shall be punishable by the Commission with
fine which may extend to one million rupees.

173. Penalty for not providing information.- Any person who is directed by the

Commission to provide information under section 62 and r;r,ho willfully does not provide such

information or conceals a part olthe information, within the specified time shall be punishable
by the Commission with penalty which may extend to five hundred thousand rupees.

174. Power of Court, etc, trying offences under Act to direct compliance with
the provisions.- The Court, the Commission, or other officer trying an offence lor a default irr
compliance with any provisions or requirements of this Act may, at any time during the
pendency of the trial or at the time of passing final order, direct, without prejudice to any
liability, any ofTicer, auditor, actuary or employee ofthe insurer or any ofTicer ofan insurance
intermediary in respect of which the default has been committed to comply with the said
provisions or requirements within such time as may be specified in the order.

175. Sanctions for contravention.- The Commission may in addition to the
penalties provided under this Part in respect of an insurer or intermediary as it deems fit._

(a) issue a warning;
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(b) restrict such person from whole or partial business activity;

(c) prohibit such person from entering certain insurance products;

(e) suspend or revoke the license ofthe market intermediary.

176. Procedural requirements for exercise of powers.- No penalty shall be

imposed by the Commission on an insurer or an insurance intermediary under this Part without
first giving the person in respect ofwhom the power is to be exercised a reasonable opportunity
ofbeing heard.

177. Wrongfully obtaining or withholding property.- (l) Any director, or other

officer or employee of an insurer who wrongfully obtains possession of any property of the

insurer or having any such property in his possession wrongfully withholds it or wilfully
applies it to purposes other than those expressed or authorised by this Act, shall, on the

complaint ofthe Commission made after giving the insurer not less than fifteen days" notice

of its intention, or on the complaint ofthe insurer or any member or any policy holder thereof,

be punishable with fine which may extend to one million rupees and may be ordered by the

Court trying the offence to deliver up or refund within a time to be fixed by the Court any such

property improperly obtained or wrongfully withheld or wilfully misapplied and in default to

suffer imprisonment for a period not exceeding two years.

(2) For the purposes of this section, property of a life insurance statutory fund

maintained by an insurer is property ofthat insurer.

178. Power of Tribunal to order restoration of property of insurer or
compensation in certain cases. - (l) If, on the application of the Commission or an

Administrator appointed under section 149 or an insurer or any policy holder or any member

of an insurance company or the liquidator of an insurance company (in the event of the

insurance company being in liquidation), the Tribunal is satisfied:

(a) that any insurer (including in any case where the insurer is an insurance

company any person who has taken part in the promotion or formation

of the insurance company or any past or present director, managing

agent, manager, secretary or liquidator) or any officer, employee or

agent ofthe insurer, -

(i) has misapplied or retained or become liable or become

accountable for any money or property ofthe insurer; or

has been guilty of any misfeasance or breach of tmst in

relation to the insurer; or
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(b) that any person, whether he is or has been in any way connected with
the affairs ofthe insurer or not, is in wrongful possession ofany money

or property ofthe insurer or having any such money or property in his

possession wrongfully withholds it or has converted it to any use other

than that ofthe insurer.

the Tribunal may examine any such insurer, director, managing agent, manager,

secretary or liquidator or any such oIficer, employee or agent of the insurer or such other

person, as the case may be, and may compel him to contribute such sums to the assets ofthe
insurer by way of compensation in respect of the misapplication, retainer, misfeasance or

breach oftrust as the Tribunal thinks fit, or to pay such sum as may be found due from him in
respect of any money or property of the insurer for which he is liable or accountable or to
restore any money or property ofthe insurer or any part thereof, as the case may be; and the

Tribunal shall have power to order the payment ofdamages at such rate and from such time as

specified in section 126 or as the Tribunal may otherwise deem fit.

(Z) Without prejudice to the provisions contained in sub-section (1) or sub-section

(3), where it is proved that any money or property of an insurer has disappeared or has been

lost, the Tribunal shall presume that every person in charge of, or having a disposing power

over, such money or property at the relevant time (whether a director, manager, chiefexecutive

or any other officer) has become accountable for such money or property within the meaning

of sub-clause (i) of clause (a) of sub-section (1), and the provisions of that sub-section shall

apply accordingly, unless such person demonstrates to the satisfaction ofthe Tribunal that the

money or property has been utilised or disposed of in the ordinary course ofthe business ofthe
insurer and for the purpose ofthat business and in accordance with the provisions of this Act,
or that he took all reasonable steps to prevent the disappearance or loss of such money or
property or otherwise satislactorily accounts for such disappearance or loss.

(3) Where the insurer is an insurance company and any ofthe acts referred to in
clauses (a) or (b) ofsub-section (1) has been committed by any person, every person who was

at the relevant time a director, managing agent, manager, liquidator, secretary or other officer
ofthe insurance company shall, for the purposes ofthat sub-section be deemed to be liable for
that act in the same manner and to the same extent as the person who has committed the act,
unless he proves that act was committed without his consent or connivance and was not
facilitated by any neglect or omission on his part.

(4) For the purposes ofthis section, money or property ofan insurer includes money
or property ofa life insurance statutory fund maintained by that insurer, and any sum paid to
or money or property restored to or liquidated damages paid to an insurer in accordance with
sub-section (l) which relate to the money or property ofa statutory fund shall be applied to
that statutory fi.rnd.
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(5) Where at any stage of the proceedings against any person under this section
(hereinafter referred to as the delinquent), the Tribunal is satisfied by allidavit or otherwise:-

(a) that a prima facie case has been made out against the delinquent; and

(b) that it is just and proper so to do in the interest ofthe policy holders of
an insurer or of the members of an insurance company, the Tribunal
may direct the attachment of-

(i) any property ofthe insurer in the possession ofthe delinquent;

(ii) any property ol- the delinquent which belongs to him or is
deemed to belong to him within the meaning of sub-section

(6); or

(iii) any property transferred by the delinquent within two years

before the commencement of proceedings under sub-section

(l) or during the pendency ofsuch proceedings, ifthe Tribunal
is satisfied by affidavit or otherwise that the transfer was

otherwise than in good faith and for consideration.

(6) For the purposes of sub-section (5), the following classes of property shall be

deemed to belong to a delinquent,-

(a) any properly standing in the name ofany person which by reason of the

person being connected rvith the delinquent, whether by way of
relationship or otherwise, or on account of any other relevant

circumstances appears to belong to the delinquent;

(b) the property ofa private company in respect ofthe aflairs ofwhich the

delinquent, by himself or through his nominees, relatives, partners or
persons interested in any shares ofthe company is able to exercise or is

entitled to acquire control, whether direct or indirect.

Explanation.- For the purposes ofthis section a person shall be deemed to be a nominee

of a delinquent, if, whether directly or indirectly, he possesses on behalf of the delinquent, or
may be required to exercise on the direction or on behalfofthe delinquent, any right or power

which is of such a nature as to enable the delinquent to exercise or to entitle the delinquent to

acquire control over the company's affairs.

(7) Any claim to any property attached under this section or any objection to such

attachment shall be made by an application to the Tribunal and it shall be for the claimant or
objector to adduce evidence to show that the property is not liable to attachment under this
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section, and the Tribunal shall proceed to investigate the claim or objection in a summary

manner.

(8) When disposing ofan application under sub-section (1), the Tribunal shall, after

giving all persons who appear to it to be interested in any property attached under this section

an opportunity of being heard, make such order as it thinks fit respecting the disposal of any

such properry for the purpose of eflectively enforcing any liability under this section, and all
such persons shall be deemed to be parties to the proceedings under this section.

(9) [n any proceedings under this section the Tribunal shall have full powers and

exclusive.jurisdiction to decide all questions ofany nature whatsoever arising thereunder and

in particular'. with respect to any properfy attached under this section and no other Tribunal
shall have jurisdiction to decide any such question in any suit or other legal proceeding.

(10) In making any order with respect to the disposal ofthe property of any private

company referred to in clause (b) of sub-section (6), the Tribunal shall have due regard to the

interests of all persons interested in such property other than the delinquent and persons

referred to in that clause.

(l l) This section shall apply notwithstanding that the act is one for which the person

concemed may be criminally liable.

(12) In proceedings under this section the Tribunal shall have all the powers which
a Court has under section 403 ofthe Companies Act, 2017 (XIX of2017).

(13) The Tribunal entitled to exercise jurisdiction under this section shall be the

Tribunal within whose jurisdiction the registered office ofthe insurer is situated.

(14) A Tribunal may, with the approval of the High Court exercising territorial
jurisdiction over it, make rules providing for-

(a) the manner in which enquiries and proceedings may be held under this
section; and

(b) any other matter for which provision has to be made for enabling the
Tribunal effectively to exercise its jurisdiction under this section.

179. Notice to Commission and hearing.- (l) When application is made to the
Tribunal for the making ofany order to which this section applies the Tribunal shall, unless the
Commission has itself made the application or has been made a party thereto, send a copy of
the application together with intimation of the date fixed for the hearing thereof to the
Commission, and shall give the Commission an opportunitl. of being heard.

(2) The orders to which this section applies are the following namely,_
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(a) an order for the attachment in execution ofa decree ofany deposit made

under section 28;

(b) an order under section 169 for the return ofany such deposit;

(c) an order under section 73 sanctioning any arrangement for the transfer

or amalgamation of life insurance business or any order consequential

thereon; and

(d) an order for the winding up ofan insurance company.

f80. Previous sanction ofCommission for institution ofproceedings.- (l) Except
where proceedings are instituted by the Commission no proceedings under this Act against an

insurer or any director, manager or other officer ofan insurer shall be instituted by any person

unless he has previous thereto obtained the sanction of the Commission (which shall not

unreasonably be withheld) to the institution ofsuch proceedings.

(2) Where the proceedings are not initiated by the Commission or the Commission

has not been made a party, the Tribunal shall before proceeding further in the matter give notice

to the Commission and shall not proceed to hear and decide the matter without giving the

Commission the opportunity ofparticipating in the proceedings and being heard.

181. Power of Court to grant relief,- If in any proceedings, civil or criminal, it
appears to the Court or the Tribunal hearing the case that a person is or may be liable in respect

of negligence, default, breach of duty or breach of trust but that he has acted honestly and

reasonably and that having regard to all the circumstances of the case he ought fairly to be

excused for the negligence, default, breach ofduty or breach oftrust, the Court or the Tribunal

may relieve him either wholly or partly from his liability on such terms as it may think fit.

PART XXI
MISCELLAIIEOUS

182, Service of notices.- (1) Any process or notice required to be served on an

insurer shall be sufficiently served ifaddressed to any person registered with the Commission

as a person authorised to accept notices on behalfofthe insurer and left at, or sent by registered

post to, the address ofsuch person as registered with the Commission.

(2) Any notice or other document which is by this Act required to be sent to any

policy holder may be addressed and sent to the person to whom notices respecting such policy

are usually sent and any notice so addressed and sent shall be deemed to be notice to be holder

of such policy:
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Provided that, where any person claiming to be interested in a policy as transferee,

assignee or nominee has given to an insurer notice in writing of his interest, any notice which

is by this Act required to be sent to policy holders shall also be sent to such person at the address

specified by him in his notice.

183. Insurance of interests in Pakistan.- (l ) The Commission may make

regulations, not inconsistent with this Act, imposing conditions on the ability ofany person to

insure outside Pakistan any risk or part thereof in respect ofany property or interests which are

located in Pakistan at the time the insurance is effected.

(2) The Commission may make regulations, not inconsistent with this Act,

imposing conditions on the ability ofany insurer to issue life insurance policies denominated

in currencies other than the Pakistan Rupee, subject to approval ofthe State Bank ofPakistan,
to persons who are citizens of Pakistan and resident in Pakistan at the time the insurance is

effected.

184. Insurance of public property.- (1) This section applies to direct non-life

insurance of public property.

(2) In this section -

(a) "Company" means the National lnsurance Company Limited;

(b) "public property" means:

(i) any property, movable or immovable, which belongs to, or the

safety of which is the legal responsibility of, -

(A) the Federal Govemment, a Provincial Government or
a local authority or statutory corporation; or

(B) any company, firm, undertaking, institution,
organisation or other establishment which is managed
or controlled by the Federal or a Provincial
Govemment or locaI authority or statutory corporation
or in which such Govemment, by itself or jointly with
a local authority or corporation or company managed
or controlled by it, holds a controlling financial share

or interest or which is specified by the Federal
Government for the purposes of this clause; and

a project financed out of an extemal loan, or with extemal aid
until it reaches:

(ii)
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(A) in the case ofan industrial project, the stage at which it is
capable of commencing normal production; and

(B) in the case of any other project, the stage at which it is
oapable of being put to tho use for which it is intended;

and

(c) "statutory corporation" means a body corporate, other than a company,

established or set up by the Federal Govemment or a Provincial

Govemment in pursuance of any law.

(3) All insurance business relating to any public properry, or to any risk or liability
appertaining to any public property, shall be placed with the Company or any other licensed

insurer subject to such terms and conditions as may be prescribed by the Federal Government.

(4) The Federal Government may through notification in the oflicial Gazette

specifu a class or such classes ofpublic property, the insurance business ofwhich shall only be

placed with the Company:

Provided that if the Company declares in writing that it is not able, by virtue of the

operation ofa provision ofthis Act or for any other reason, to enter into a contract of insurance

for such class or classes ofpublic property, notified by the Federal Govemment under this sub-

section, the property or liability which is the subject ofthat proposed contract ofinsurance shall

be exempted to the extent ofthe insurance proposed to be obtained by means ofthat contract

of insurance.

(5) The Company shall, as per its memorandum ofassociation, engage in business

related to insurance of public property and in business related to insurance ofrisks other than

public property risks.

(6) The Federal Govemment may, by notification in the official Cazette, make rules

not inconsistent with the provisions ofthis Act, for carrying out the purposes ofthis section.

(7) Rules, regulations and notifications, made under the authority ofthe National

Insurance Corporation Act 1976 (XXIII of 1976)for the purposes ofsection l0 ofthat Act and

in force at the commencement date ofthe said Act, shall be deemed to have been made under

the provisions ofthe preceding sub-section and shall apply mutatis mutandis except in so far

as and to the extent that they conflict with the provisions of this Act.

(8) The provisions of sub-section (4), shall have effect until the earliest of the

following dates:

the effective date ofa notification by the Federal Govemment in the

officia[ Gazette that this sub-section no longer has effect;

(a)
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(b) the effective date of a direction by the Commission to the Company

to cease entering into new contracts of insurance; and

(c)

185, Compliance with the requirements of international j u risdictions.-_( 1)

Where an insurer undertakes insurance business outside Pakistan, it shall ensure compliance

with the laws applicable to it under that jurisdiction.

(2) Every insurer shall prior to undertaking insurance business in any jurisdiction

outside Pakistan, apply before the Commission for its approval and the application so made

shall be made in such manner and form as may specified and shall be accompanied by such

documents as may be specified.

(3) Every insurer to which this section applies shall disclose compliance with the

provisions ofsub-section (l) above in the statements and retums fumished by it under section

46:

Provided that the requirement of this section shall not be applicable on insurance of
risks situated outside Pakistan but underwritten within Pakistan.

PART XXII
RULES AND REGULATIONS

f 86. Power to make rules.- The Commission, with the prior approval of the Federal

Govemment, may make rules to carry out the purposes ofthis Act:

Provided that the power to make rules conferred by this section shall be subject to the

condition ofprevious publication and before making rules the draft thereof may be published

in the manner considered most appropriate by the Commission for eliciting public opinion
thereon within a period ofnot less than fifteen days from the date ofpublication:

Provided further that where the existing rules made by the Federal Government are

being re-notified as regulations without any change to the rules the condition of previous
publication for eliciting public opinion shall not be applicable.

187. Power to make regulations.- (l) The Commission may, by notification in the
official Gazette, make such regulations not inconsistent with provisions of this Act and the
rules made thereunder as are necessary to carry out the purposes of this Act and for incidental
and connected matters:
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Provided that the power to make regulations conferred by this section shall be subject
to the condition of previous publication and before making any rcgulations the draft thereof
may be published in the manner considered most appropriate by the Commission for eliciting
public opinion thereon within a period ofnot less than fifteen days from the date ofpublication.

(2) Without prejudice to the generality of sub-section (l), the Commission may

make regulations for the purposes of regulating and for the purposes of the organized

development of all or any of the following matters, namely:-

(a) index-based insurance segment of insurance business in Pakistan,

which shall include but shall be not be limited to the following:

(i) the manner in which conduct ofindex-based insurance business

shall be conducted;

(ii) requirements related to index-based insurance products and

ancillary matters;

(iii) reporting requirements of index-based insurance business;

(iv) range of services required to deliver index-based insurance

product, relevant to the insurers or the entity engaged in disaster

risk insurance and the insurance intermediaries;

(r) requirements related to the communication with the

policyholder or the covered persons;

(vi) requirements related to training of insurance intermediaries

engaged in distribution of index-based insurance products;

(vii) requirement related to the manner and timing of claim

settlement;

(viii)requirements related to determination and functioning of the

underlying index; and

(ix) any other ancillary matter.

(b) adoption, manner and usage of emerging technology based platforms

and processes including but not limited to InsurTech which shall

include but shall be not be limited to the following, namely:-

types of permissible technology platforms to be used in

insurance operations;
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(c)

(d)

(e)

(f)

(ii) role of the Commission, licensed insurers, microinsurers,

dispute settlement forums, insurance intermediaries,

technology service providers and the insurance

policyholders;

(iii) measures for ensuring privacy ofdata including policyholder

information;

(ir) reporting requirements of insurance business undertaken

through technology based platforms and processes; and

(v) any other ancillary matter.

establishment, conduct and manner of operation of guarantee fund for
the insolvency of insurers, matters connected with membership ofthe
guarantee fund by insurers, contribution of amounts by insurers, and

the fee to be paid by insurers in connection with the development of
the fund, management and operations of the fund and other matters

connected and incidental thereto.

Explanation:- The guarantee fund for the insolvency of insurer means

the pool of funds created to provide for payment of policy benellts in

case of insolvency of an insurer and is formed through mandatory

participation of all insurers:

Provided that the regulations shall provide for distinct
mechanisms for guarantee fund for insurance business and takaful
business.

regulating microinsurance business and persons connected with the
conduct of microinsurance business for organized development,

ouffeach and penetration of microinsurance in Pakistan;

regulation of takaful business, takaful operators and window takaful
operators and persons connected with the conduct of takaful business

for organized development, outreach and penetration of takaful
products in Pakistan;

regulating reinsurance business and persons connected with the
conduct of reinsurance business for organized development, outreach
and penetration ofreinsurance in Pakistan;

unclaimed insurance benefits and the manner in which unclaimed
insurance benefits shall be held by an insurer, its manner ofpublication,

(e)
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(h)

(D

(i)

(k)

(D

(m)

(n)

manner ofapplication for claiming ofunclaimed insurance benefits and

its payment by the insurer, reporting requirements and other matters
connected or incidental thereto;

requirements applicable on insurers for fair treatment of insurance

policyholders;

requirements regarding licensing, conduct and manner of operation,
paid up capital, solvency, statutory deposit, reinsurance arrangements

and other related matters of an entity or entities engaged in providing

disaster risk insurance and ancillary services in Pakistan:

Provided that the regulations made under this clause may also

speci! the requirements to be imposed on licensed insurer engaged in

underwriting of disasler risk insurance business which may extend to
specifing requirements in relation to solvency of the disaster risk
insurance portfolio;

requirements for insurance brokers in relation to minimum paid up

capital, statutory deposits, professional indemnity, criteria for sound

and prudent management, manner of conduct of insurance broking
business, conditions of license and other requirements incidental or
connected therewith;

requirements for insurance surveyors in relation to minimum paid up

capital, professional indemnity, experience, qualification and training
requirements for authorised surveying oflicers, manner of conduct of
insurance surveying business, conditions of license and other

requirements incidental or connected therewith;

requirements for third parry administrators in relation to minimum paid

up capital, criteria for sound and prudent management, manner of
conduct of third party administration business, conditions of license

and other requirements incidental or connected therewith;

requirements for insurance self-network platforms in relation to their
manner of conduct, conditions of license and other requirement

incidental or connected therewith;

requirements for regulatory experimentation through regulatory

sandbox or innovation office or any regulatory initiative aimed at
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adoption and usage oftechnology, and the requirements connected and

incidental thereto:

(p) requirements in relation to formation of domestic insurance pool(s) by

insurers and reinsurers, its functioning, the terms and conditions and

other matters connected or incidental thereto:

Provided that the regulations made under this clause shall inter
alia empower the Oommission to direct insurers and reinsurers to create

and participate in domestic insurance pool; and

(q) requirements for carrying out of insurance awareness activities and

matters connected and incidental thereto.

188. The power ofthe Commission to issue directives, circulars, guidelines, etc.-

The Commission may issue such directives, codes, guidelines, circulars, notifications or
explanatory notes as are necessary to carry out the purposes of this Act and the rules and

regulations made under this Act.

PART XXIII
REPEAL AI\D SAVINGS

189. Repeal and savings- (1)'lhe lnsurance Ordinance, 2000 (XXXIX of2000) is

hereby repealed:

Provided that repeal ofthe repealed Ordinance shall not-

(a) affect the registration of any company registered or saved under
repealed Ordinance; or

(b) revive anything not in force at the time at which the repeal takes ef[ect;
or

(c) affect the previous operation of the repealed Ordinance or anlthing
duly done or suffered thereunder; or

(d) affect any right, privilege, obligation or liability acquired, accrued or
incurred under the said repealed Ordinance; or

affect any penalty imposed, forfeiture made or punishment awarded in
respect of any offence committed under the repealed Ordinance; or

(e)
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(0 aflect any inspection, investigation, prosecution, Iegal proceeding or
remedy in respect of any obligation, liability, penalty, forfeiture or
punishment as aforesaid, and any such inspection, investigation,
prosecution, legal proceedings or remedy may be made, continued or
enforced and any such penalty, forfeiture or punishment may be

imposed, as ifthis Act has not been passed.

(2) Notwithstanding the repeal ofthe repealed Ordinance-

(a) any document referring to any provision of the repealed Ordinance

shall be construed as refening, as far as may be, to this Act, or to the

conesponding provision of this Act;

(b) all rules, regulations, notification, guideline, circular, directive, order

or exemption issued, made or granted under the repealed Ordinance

shall have effect as if it had been issued, made or granted under the

corresponding provision of this Act unless repealed, amended or
substituted under this Act;

(c) any official appointed and anybody elected or constituted under

repealed Ordinance shall continue and shall be deemed to have been

appointed, elected or constituted, as the case may be, under the

corresponding provision of this Act;

(d) all funds and accounts constituted or maintained under the repealed

Ordinance shall be deemed to be in continuation ofthe corresponding

funds and accounts constituted or maintained under this Act;

(.) All contracts or policies ofinsurance entered into by an insurer licensed

under the provisions ofthe repealed Ordinance shall continue in force

and shall be deemed to be entered into under the applicable provisions

of this Act.

(0 any license, certificate or document issued, made or granted under the

repealed Ordinance shall be deemed to have been issued, made or
granted under this Act and shall, unless cancelled, in pursuance ofany
provisions ofthis Act, continue to be inforce until the date specified in

the license, certificate or documents:

Provided that any application for issuance of license, as the case may be, under

the provisions ofthe repealed Ordinance, after the coming into force of this Act, shall

be deemed to be fumished in accordance with the applicable provisions of this Act.
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(3) Nothing in this Act shall affect the liability ofan insurer, being a company, to

comply with the provisions ofthe Companies Act 2017 (XIXof 2017), in matters not otherwise

specifically provided for by this Act.

(4) Save as otherwise provided in this Act, nothing in this Act shall affect or be

deemed to affect an),thing done, investigation or proceedings commenced, order, rule,

regulation, appointment, document or agreement made, fee prescribed or charged, resolution

passed, direction given, proceedings taken, or instrument executed or issued under or pursuant

to the repealed Ordinance or any law amended or repealed by this Act and any such thing,

action, inl'estigation, proceedings, order, rule, regulation, appointment, document or

agreement, fee, resolution, direction, proceedings or instrument shall, if in force at the

commencement date for this section and not inconsistent with any ofthe provisions ofthis Act,
continue in force and have effect as ifit had been respectively done, taken, commenced, made,

prescribed, charged, directed, passed, given, executed or issued under this Act or any other

laws as amended by this Act.

f90. Exemptions.- (l) Nothing in this Act shatl apply to any insurance business

carried on by the Federal or by a Provincial Govemment.

(2) For the purposes of this section, insurance business carried on by a body

corporate shall not be deemed to be insurance business carried on by the Federal or by a
Provincial Government by virtue only ofthe fact that the Federal or Provincial Government

holds a controlling ownership interest in the body corporate.

(3) Any provision in any other law which exempts an insurer to which this Act
applies fiom compliance with this Act or which requires such an insurer to contravene this Act
shall be void to the extenl ofthat exemption or requirement.

l9f. Removal of difficulties.- If an1, difficulty arises in giving effect to the
provisions of this Act, the Federal Govemment may, by notification in the official Gazette,
make such provision or order as may appear to it to be necessary for the purpose of removing
the difliculty.

STATEMENT OF OBJECT AND REAS0NS

(lnsurance Act, 2026)

The Insurance Ordinance,2000 was promulgated to regulate the insurance business in Pakistan. Over
the past two decades, the insurance sector has evolved significantly, necessitating modemization ofthe
legislative fiamework to align it with contemporary market needs, intemational regulatory practices and
evolving governance standards.

2. The Apex Committee ofthe Special lnvestment Facilitation Council (SIFC) has also endorsed
key policy objectives for reforming the insurance sector, including increasing competition, facilitating
access of inlemational insurers, strengthening enforcement mechanisms, and aligning the insurance
industry with global practices.
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l. In pursuanc€ ofthese policy directions, the Ministry ofcommerce undertook consultations with
relevant stakeholders, including the Securities and Exchange Commission ofPakistan (SECP), Ministry
of Finance and industry representatives, and developsd a comprehensive proposal for reform of the

existing legal liamework.

4. The proposed lnsurance Act,2026 seeks to replace the Insurance Ordinance, 2000 with a
modern and comprehensive legal framework by inhoducing updated regulatory structures, simpliSing
the legal architecture through enabling provisions, and strengthening market conduct, supervision and

enforcement mechanisms.

5. The proposed legislation aims to promote transparency, improve govemance, enhance

operational efficiency, encourage competition and ensure better protection of policyholders' interests.

6. The draft legislation has been vetted by the Ministry oflaw and Justice and approved by the

Cabinet Committee for Disposal ofLegislative Cases (CCLC) in its meeting held on 10.03.2026. The

same has also been ratified by the Federal Cabinet vide OM No.5l7/2026-Prop-tll dated 31.03.2026.

(JAM KAMAL KHAN)
Minister for Commerce
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