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SR e [Rfaass st e wRewor
(fomraist & 9@ yauhy safFaal w o) feenfader, 2023

Insurance Regulatory and Development Authority of India

(Remuneration of Key Managerial Persons of Insurers) Guidelines, 2023

1. yasgdr

¥ fenfder o & S F weE yeuh Sfeddr (FuAd) @ &
aiR#fe & fav e a§ 2023-24 & o9 gie

5o faenfadel w 3muiRa aiRafds Nfa & o= / 3Ehr wateT we &
fshar g1 fenfaidel & A @ 3 AR & 3T qU &1 S =MgT|

2. i

‘qisfAE” @ R o e & garr #r g Janit F v 3@ & T
3yar g &1 A PIS CeRMA AT 3Fh AT AR YT § qur saad
- AT, 1961 7 FaaRenia aRafsar anfae g

i. FATRAT @ FERT W YEUR™ Fe § ARG § - S &g

Jate 8 & TeEd, oraH Tl iefee Heere / gey g / @53 3k
THS / 830 F AT & FATHS 979G, WUH3N, AgFd fAmhs, geg [awr
FRFRY, AT AfEE ARER, FET U fEwd, A SifEwA
3{helehdT, HEY IRATel 3SR, Aeg fauurt / fasa iRy, J& dehrhr
S, HUA GiAT, TUT SATHRdT garT JfAAURT g 317 HuaAdy afAe §

TASEHIOT: SO 1 qRAST H TPl A1 YAl UeaAH shaol feedt § 3R
Ot A€ § dUrT el o Jraeges g dgl g feuniwdRit & e gEem &
AT g6 AR & Tt @A iR o1 st & @y 3ugsd &9
A cyafeyd far sream|

RR Fgaey for@dr & AT § () FAIRT MR [AFhed AT, (i) FAaART
PR FHY AT, 3N (ji)) MR FeIIed ISR A=Al |

3. gifEfas Afa

Wﬁﬁaﬁc%a‘mﬁwmmﬁmmy
Teh e A5 A aiRHfas Aifd s=v 3R 38 3nfied Hi| I8 A
3 YR H A8 SIer daifgv & wd-fasuea maRa aRadr aisfae
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YW UEURT AfFAIT Pl UG YAl AHAE Sf@H o & fav
AR &1 HWM SIS I Ig ARG HEAT AT & 3o aiesfads =Hfa
$I AT, FATTaTT 3T gHET Fa & Aviaa $r gfsrar far & ot &1
Ff@AfFURor =Y R 50 3T ® & godipd A Swl § & @eEdr
RS Gt Aol & @9 # aedfas 3yar e fRdl & dast &
Fufa & 78 w@r s arfge

ii. 3 I AIRSTAS T & Tl gge3it @l FATASE W S Fud da

foad oy, aRefserar, qaragha o, anfe arfAer 8, 9Radt das foad
JicHTgs], dietd, AW Tgaey fawd, 3 A §, FaeY gl / A1H T &1
1o 3R GUFRoT Yhot | TIRHTAS AN & il AR Teh Tehel e&cliaet 7 enfae
o St =ifgw| aiRefAes Aifd S Feve AAmRT 3R gaeT afAfd & ganr
aif¥e alt 9x 1 ey arfee|

SIHATRAT T AR AR aIiRefAe wf@fa & aiije & g8 SHif@d gey
afAfa & @y WA A F 9 aRHAfAF AfS g F gAfeaa fvesion
el & fov gAfead gare | gg ARad far sar @fge 7,

& 9IRHfAFR & gARSA @8 9FR & Af@H & fav fRar S,
. uitsfaF & aRome Sifew oot & @ @qfad &,
T
(3)

TIRHTAS T ST A Hr FHI-HAT &K Ifd FdeAMe g, TJ2ur
Aehdl, $fFadl AR IRAfAS & 3T TR, SI@H & Ao & a1y
gH &l

iv. SNTEHA ARG H AR arkT ®UT, R 3R o Sf@aAr &

3UTAr I Th cOUeh TAfaudr &1 39T fhdT ST Aehdl gl 39d SN&H
ARSI geufdal & JfOAEAT: QA AEcAS AR IOMcAT ded gl a1l
=GeTdH HeAes AeAi@d § fSie¢ aRadl ader 3rar dicamgat & $ardel &
fore @aft shvadt & #rd fasurest & fAuRoT g Rae & fom swem:

%, HAT &0 geedl S Had Afoad (e ad) 1 Efd, Aree-atH,
U # ey, fAae o, i

9y Y fAfAIAT S 3fqaTels;

fATers 3R s & G 9 erar FHRAeT;

I faaror fRufar ger & gur;

I EIRenl T 37GrdT TTRIAT H HaAT;

379 A ¥ 619 AGT do foldRdT (Sl SIATRAIAT & AT H); IR-
ShaeT fATRdT3 3R Tareeg fATHRATIT & ATAS H AdOT &3; JaT
©.  Hl O] P & Hedl H FHIA IHo]dTeleT H Ul

NI IR
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39ded HACST A dFfFaeh dR W TAST / WEIHT / SeegdEl & Hrifasdes
foreiRoT Heqes (AfgFd) & Fol HRIAT F A T HA 60%; TUT 3T HUAU &
Frafasues fAuRor geqesd (Aferd) A Fof ARIH T HH @ HA 30% gl
TRV 3FT Tcdeh HARIGS & [olT RIS HI TEIYUT (FIT-HINLAA) THST / HIS3HT /
SeogeIsl AU 3g HUAN & AU 3h T fAFBT & MUR R 39gFd
¥ 7 fRar S dodr g1 SAwar sifaked Aees o aRena & da §
SIHTRAT HT SFGHR ATl & T8 glel RV T TIRSHS =Aifd # T &9
q giaa fea S|

WicaTgal 3R aRadt dae & I & fov sRifasaes & @FURor & e, ¥
Alles fAad ada & TAesT & T s 3muR Fei9n|

4. ¥ qREfAs

ai¥e gRefAe Fr R_ftse e av & v g aga @#igs 3tk R-
Hifeer aRefeudl |fgd) T gRadt ddel & Fel S g

5. fAua ader

AT & FE GAREA A I0fET § 6 @ifafte 3rdemsi & 9o afga
ol gefad dcal &1 &9 @d gU qRafAs &1 Faa 3er 3R 8 @aa
ddel H A daedl, Hd, TRelieudl, Aftaf¥ar / darfagha ot & foe sireme aur
&It & gafl 3= Toraa &S emiarel gief|

6. gRadl dada

i. gREdl adel FAehdr 3R/AT AT gy Ter@dl & &7 H gram| Fefl I Hgegy
oM TGl IAH ST AHREr & T H 8, SN hdl - Fgeled MR Hedda
3R (HTHUIR), adias Fee (Feda Tedh) G, a8l 3og dAdhal ord
& ¥ H AAT AT

i. IRadl ada # Wicagd, dlad, MWR Fgaey fowd nfe afAer &1 aRadf
W@%,Wﬂﬁﬂﬂg%ﬂﬁtm%mwwmg
Frafsaes W IR gl fGad 3fRd f@H 75T & fav diedgar &
foreor gl fhar Swen| FRifAsaed WOMRT Sicarge Ak Hod
Risior 3T ST B Foa-de & T A R e aRe, R g
STATRAT IRTAT g TohdT ¢! foreT ot aRadt aaa 3raar FRIESaET dicarg
T AT / YeTel Tehdll ShuAdT &l Teh faciig a¥ o GRIeT shael Teh IR & fowar
ST |
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iii. ARTAT ATt Teegedr 3@l & fAU AFT I #1 FF @ FA 50% g1 AT
dur I ddT & 300% & 3w AL g arRul el aRad! aded @ad
ddsT & 200% d% g, g8l IRadl dded @ ~gAdH 50% IN-FRG for@dr &
AIH ¥ BT a1feu| JgT 70% grem, Ife aRkadt ader f@ga aasr & 200%
o 3fs el

iv. el ARAdl el &1 =geTad 50% faria: 3mer= (3wer) cgaeumsit &
3efieT gl WIET AT YT AT eI d el ay glell =IgV| Fehdl Teeh
& HH H, THer °gch Fl FH J HH 50% JEART Far =r arfgel 5@
YhR H dgell U (AfE) 3w 3af & URH & T a¥ & &I
39T g =g U| 3oFd furs (AfFeen) 3reqdias 3R R Jolcas &9 4
}WF AoT FET BT TRT JUT I af¥e R ¥ e IReORar & 8
forar e =ifgw forad Iy (Terd-uiee) FARISET & o] fhd Se & ggel
SHTEHAT &1 Ueh 3T Mehelet AR fhar s @] fhdr fafse a¥ & faw
.25 o@ do & UM & foav aRadt ada & TRl 3meerers fr maederdr
sTgl it |

V. AN AR & AHA H, J & U Golihd fRaT Ao 1 SATART S
CaRT AT $fFad RR & 3T Fed W o & IRFeled F JAST F
forT faar foRar S|

vi. heey SIARAT & A H, AR-Hgdey fa@d g Hr air@ @ 3fd
T q Hodifehd H ST @IfgC] RR-Fgaey fo@dl & ved, Hedidad AR
el & ITET SR S WRT dUT T AT T ARATAEE A
HTIT dAa ATl

vi,  fRET IrgEilecy ARG & ATHS A, Ue a¥ H Yae R IR
STEIITE & Fol TEA AT B TEd Yo & 1% F 31w 781 g

vii. R oY IFT W IR Y I, uee R 9, [Afed R s srar
ST STHNNTH T FHol FeAT frely SRl i ged Gt & 5% & 31T
oIt g1t

ix. AT & FTAN FF AS 47 - 7 SFa MWW I / 9erT 787 HY
ST |

x. SR & fadr srifasues 3R aiRefae ffa & R e afenfa
AlAest & Sl I AT & aRadt aiRsf@As & Fer TR A dgpaar & v
AR GEd AT AT S e o o e Fhel &

Xi. IMEYFNT T A ggel HUAW Sl A / AEYT / Hg g H afa |
YA ddel #T T SAERdT IR HTAd & @ FgATT-Ied AsER
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Xii.

e & FER AT AWl daeg & d (g & fufa A7
QarAgid & AT T IEYRIT ddad (3 [AlgiFa & ggel) &1 e
had Fofd asf # § frar e TR Sws deu A a8 HT ¥ @
AEIAT g

ST [ SISOl [ 3T HeTH WOl & fAgel & 3egar
Jansit Fr gArfea Fr Tufa &, yar gr@rast / g 3wyt 3nfe & gar 7
AR GarT FargATTa Hr Fafa 7 3meufAa aaa Sed fhar arwem|

7. #ow 3R Foaede:

aRadt dde AT (Hord) 3R FAUT GaRT SRATS (Folleien) Fadll 3qaeli &
37efieT glT WIET T & 3uaer o a1 gaRT HeJAleT TIRAHAS Ay &l e
o TgU| eufa aieafae & Rufa &, o Amesr § ik
e @fEEe) e & e el a¥ & cyaay T Gefid cgaear # F15
APRTcHS YT gl T [&ufd & meufad aRadl ade & 3ifAfed / 3ead i
fAUROT & AR HA Y Sl Iryar FEd Y Sder| qunfy, & 3yt
HT JIAPT A AT NHRAT & JEddeh [ I HITSATesT ST 3Rd €A1 @I
S|

ii. Toh HolH cHGEUT STAThT hl HEARIT qIRATHE T AR qOTA: 3ar 3ere:

fAfed #tat @ Yol Y gAY S 81 Ao cgaer e (afan) & afed
gl & dig AU 1 yfdads (Ra¥er) 7@ aXcll gl 3R, Fellde HuAd
3R dAThdl & d TR diderd R g SEd duad o aRfEuioat d
AR dT B qF A 3reT R T sryar AR aiiafaw dlast & o wgafa
e Bl

AR O ST § F 3 IRy ¥ F TERg g@iigfee 3k
fafaaras odf & eae Y@d gU, IRad ddd & HT H Ao [ FoSh
IIEyT FANISE HA & AU 3uged deufadl @me) &Y AT dH
aiftsfie Afa & e @fder & dAqq 3R Fads @st & AegaAar
qite &eh @R qur 3@ Fufadl & ve gfafaf dc & ggae wEh @ifge
St SATRATHT & 3198 T § 6 I Ao 3R Fodw GST F AR WS
gaEd aiadt ddar & fav ony R o7 a6 #Aaw IR Foes f gaead
& fou #Aees RuiRa & Ta9 fFedT e 3af it FuiRa # Sas
ANTeT AAE 3UaT FAed P o] HaAT o T, OHH A ¥ FH RS
3afer, g 398T, AATASST T Sedded, HUAU @RI HRURC R 3%
fafaames fawal, anfe & @&y 7 4r@YEl, e I dAfgd FeraR &
IRUTMAETRT Fgcaqol & & aTeld [y faawor wfFafad &2 o) s@ ey
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# A5 3R JaUS-TeT GaRT deshlel 3 TcoRarqul SRS T 398t &1 Sl
aTfe|

iv. B! Fac=Iadl & U, 3Fd Hel@ AR Fods gomel w1 HAor sifes
aRRomAT & @9eTofiT AR Tt 3urat & ganr foRar Srwer| ST dafr
huAUr &I e dfdersit &, g Aest & Ay Hgdey IRadl ddsl
& FEY H Ao IR FodH 3UGHT HT FAMASE Ao & AT 3UGFT cqaey]
A H|

8. THSY/ WAt/ seegdd) #r Mg AR FRHT

i HAT - AT W IR Hifaftd efAlesr & 3rele, THS 3R IS e
SSoICIET & 9 UH @ IGUNT & ganT 15 av ¥ 3 Hr fRaw e &
for aRa a8 Far Srwenm| 38% s cafed 38 fARaT F 9 THST 3R
I3 3T Seegdisl & §9 H YAlgiad & U 3 o] qd qU & &
HNA, A @ HA AT ay 1 fRA (Fleer 3%) @i & ag, d5 @R
3ETF R AT FHST S Fr TAfa 7 g gem|

i. 30 AU 3™ & e, 39d I UcTeT a1 3ucTeT &9 & fRdy o
&TAT 3 SR & 9T AT 3H [ eIy WA H SgeEd G R Seen
3T HEGY eI BIAN| Tg IUSY TGl olle] w61 gl oigl eAted @l Glafagied
W ot ATt & ure faged R o e

iii. g o i frel dATRdT & urg THST 3R WE3N 3YUar Seegdld & T
#H 70 ¥ & A & d6 FART G @AM 70 ¥ HT FAT HAT F eI, Il
3TaRe AT & 9ET & T A, FAT-3799T AR & S5 THS 3R A3
afigd, seegdisl & faU Th fedcaR daregia 3y fafdidse wa & fau
TadT gl

iv. e THSY 3R AIS3N 3Yar Seegdd St Tl Yacieh / T RIRURS GanT
forgera fopam o 8, Y 9 12 9§ ¥ fs &1 TReR 3@ & fow suded 7
UTRA A QM [ A FEN| FU, TR g8 v gAied FROT & §T
T ARl GaRT IOl &l G&dd 3dest W, TH uAsST 3R @gsm
37aT SISl N 15 aY Tk Ug URUT A & fAU HAfd & Fehe B

v. WY 1, FS Yades / QWURSE FU H HIs Yoo qg aRd a8
R U, o B 3 ¥ AN SFad-aeeey fEeT & e &
YT R, FTAD & § A 3 Eafa &1 FuRor sd @787 ge-gred &

vi. 3UdFA Adl & U & WS & fau, s Rt & e
IR & TR T FUTdeTA AT & TR diAThdl & vAsr / g3 /
SsogCISl &l hRIGIe T €A A @ AW I HS HAerd aNg ay /
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Togg ¥, Sl e g, & 3raftr o X e €, at O et 0 () F
TYT I 7 G Y A Teh g &l 37afer & 37e YT |

9. INAFA AW, FaGY g (SATSTAT) / AT @t (A15eT 311e1) F7 ST 34T JuFHor
adeT

i. IRASd S8 Fee @A J6Y 3yar sRifasaes feurdl & v ddd &
QY A AgT §, U 3H FROT § F qiRHAS A HToemer A Foled
a1

ii. TIEH gt / AT for@a &7 S Shael A3 TIH HY T TR ol (8T13RaT) & Tesl
# gfea g afgr a2r s & gga a¥ d& @fAd g a1fgvl 58 YR
HeY glet / AT for@el &7 Sl shael SUASNUITH & & H el 1T Fiteh
IRTHE Al & &I H I fdohd Nedlesl AT HWN| 58 TR & A4
F F A TG AdT FT HET AT ART T 7 & gRadt adea &1 AT
STEINATH & ®7 H WH S H Hed @gFd & JUH IRE HeA & o
¢ AT adeT & Hed § S F7E g A1

iii. SATRATHT P AT & I yHq@ gauhT afFddr H 3ueE (@), G,
IS S YR ol &l BISH T GUFHOT Iclel YTl o Y, 31 AHIl
FI BISHL Sl Ig T & fhdl oE] 3999 & Fded e (#Hsed) &l
I TOsC fohar ST & foh JUeFRor dda & Alfed Al &1 ader arfder gl
el

10. YehdIhIuT:

aiffe RO &1 aeT Soaarel @l @ ot § [eafaf@a gedawor

fOeereAs (H3ed) E

i. J[UTCHS FehlIehiul

&. dAHRT 3R aiRHfAe @fafa fr Gmar i dfeey (#Hse) @ wdfta
|

g aiiafas Afd & ffwer IR @xmar qwr oREf@As Aifa & ger
faQwanst 3R 3ecer @ Faftd gae

. 3 TR F U Fad7 qdaAT 3R AT f@AT 1 e aiRsf@Ees Aifa
# @ ST Bl 3HA 5 @A B BEe A o & AU ygad AEg U
# TIRY 3R IR anfder fomar amar anfguoy

g 3d A & U T AT gRAAS F TR b G TH
FRfTSIEA AGA 3afT & Rl FRIfASGT # Hacy e I 3UaT
T B
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ii. FATATCHE YheIhIU]

&. YA% GHE Geuhg IiFd @ fadm a¥ & v gae R aisfAes
A QU fGRoT HA ddd, @l AR gRefsul, qRadt dde oEd -
TESCY o8, Heacy gl / A fo@al &1 @i, JUFHOT 1T, 39S
(I=gdy), dere, AR AIS @Y, Y F Seerw A gU AT S, FAT Fofehr
gefiehtor a3 aRad, 3meafa 3 IR - 3meufaa, Sar o @, &
dqaa far Sreem @] fad a¥ & dhe 3ufRa aiefas aorea oar
(TR deheilehl oI @T) JUT oteT 3R gfer of@r & A& Srelr Sean| o r
1 fecault & gendretor 6 I wie (3rEE 1) & AR T S|

g. adg a¥ & Hd A AN & TR JRIET aRAfAF F AaRer Taa
a3, oA, ol av (Gae aiesfaes @efaa &), aRefAs &1 w@wg
3R TR AR AT Seoi@ fRAT ST Tg FehdIaorl o I hrefe (e
Il) & 3TER foham e

. e & Ao 3R Fodd IuEHl & qER a¥ & AR\ werld )
e 6 9 / age 63 I qIRA@AS &1 @ GaRor, JA1H, GeTH, H
dolel & TO®Y, HeTs g / AET & g/ aHA I A AR A 3eo@ THH
forT wRoT Wfed geqa AT STeaT| Ig FRAHROT f@d I W (e 1)
o 3TAR feham STeam|

11. J@TheT:

i I TAST/ SN / SeogEIST IR T huAd HT aTfieh TRATAS 3efar-3reraT
T ¥ &3 HU3 F S g SATdr g, o TAT Iy AWURGT & GaRT Tgel
forar SITTem TUr @ IR EIfe o # AT STer SeeT|

i. Raféer i a¥ & 3eufag aRef@e & gy F geaftg oar - sikat &
cgar AT Fr e iR

iii. Uoe o avt @ efta ameafa 3k Rafér ol a¥ & 3 f/Fg o=
qIRHfAS AT ToEd o@r / T AR gl o Er § A AT 3Tl Sl difgy
Fifh SHAT TATGT a¥ & TR & o@r - gt & Jhrar uar & Iy
forar S|

iv. AT dcfeT & HHAUEIOT (BRGIR) T AT & TeT&d dehrdm SFar
deeTHR EerT STeeT|

v. 9§ # a1 R 9 aisfRes T agel, afg wig @, fr Tefa A, 5@ aee
or@r / e 3R gifer e, St Ryt g1, & ST fohar Siree|

12. aifsfs #1 srepateer 3R sl
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THS [ W3 / Seegdd A AT R aiRefAw & fav e e,
1938 I &RT 34T & AR WIUFOT & Yd 3feflest HT ITaeTehal gl

ii. THST / WIS3N / SecgdIst & UIRATAS & HE H, Y9 & Al H ag @

UE aY H GAIT ¥ T IMSHRSIINS AT fordlt weeeT & 3rpafar w7t
& Smuaf|

iii. THST / HISIT / SecgLIsT | HhUAU A Yod UIRATHG I AeTd shdel Hefed

AT AT o GART &1 dgeT Sl AT |

1. Applicability

The guidelines shall be applicable for remuneration payable to Key Managerial
Persons (KMPs) of private sector insurers, from Financial Year 2023-24.

The process of framing / reviewing the remuneration policy based on these
guidelines should be completed within 3 months of the issuance of these
Guidelines.

2. Definitions

‘Remuneration” means any money or its equivalent given or passed to any
person for services rendered by him and includes perquisites as defined under
the Income-tax Act, 1961.

Key Managerial Personnel, in relation to an insurer, means-member of the core

management team of an insurer including all whole-time directors / Managing
Directors / CEO and the functional heads below the MD / CEO, the CFO,
Appointed Actuary, Chief Investment Officer, Chief Risk Officer, Chief
Compliance Officer, Chief Underwriter, Chief Operating Officer, Chief Marketing
| Sales Officer, Chief Technical Officer, Company Secretary, and any other
KMPs as identified by the insurer.

Explanation: The nomenclature or designations used in the above definition are
only illustrative and not exhaustive and shall be appropriately mapped to the
respective risk and control functions of the insurers while reporting information
under these guidelines, wherever necessary.

Share linked instruments mean (i) employee stock option schemes;(ii)
employee stock purchase schemes; and (iii) stock appreciation rights schemes.

3. Remuneration Policy

Insurers should formulate and adopt a comprehensive Board approved
remuneration policy covering all the Key Managerial Persons. The policy should
be formulated such that the performance based variable remuneration shall not
encourage Key Managerial Persons to take inappropriate or excessive risks.
The Board should ensure that in structuring, implementing and reviewing the
remuneration policy, the decision making process identifies and manages
conflicts of interests and is properly documented. Members of the Board should
not be placed in a position of actual or perceived conflict of interests in respect
of remuneration decisions.
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il. The policy should cover all aspects of the remuneration structure such as Fixed
Pay including allowances, perquisites, retirement Benefits, etc., Variable Pay
including incentives, bonus, share linked instruments, etc., Joining / Sign on
bonus and Severance Package. All the details of the remuneration policy should
be incorporated in a single document. The remuneration policy should be
reviewed annually by the Nomination and Remuneration Committee.

iii. Nomination and Remuneration Committee of the insurer in consultation with the
Risk Management Committee should make a coordinated effort to have an
integrated approach to the formulation of the remuneration policy. It should be
ensured that,

a. Remuneration is adjusted for all types of risk,

b. Remuneration outcomes are symmetric with risk outcomes,

c. Remuneration payouts are sensitive to the time horizon of the risk, and

d. The mix of cash, equity and other forms of remuneration are consistent with
risk alignment.

iv. A wide variety of measures of credit, market and liquidity risks may be used by
the insurers in implementation of risk adjustment. The risk adjusted methods
should preferably have both quantitative and qualitative elements. The following
are the minimum parameters which shall be taken into account for
determination of performance assessment of all KMPs for payment of variable
pay or incentives:

a. Overall financial soundness such as Net-Worth position, solvency, growth in
AUM, Net Profit, etc.;

. Compliance with Expenses of Management Regulations;

Claim efficiency in terms of settlement and outstanding;

. Improvement in grievance redressal status/ position;

. Reduction in Unclaimed Amounts of policyholders;

Persistency 37th Month to 61st Month (in case of life insurers); Renewal Rate

in case of Non-Life insurers and Health insurers; and.

g. Overall Compliance status w.r.t. all applicable laws.

0D Qo0C

The above parameters should constitute at least 60% of the total weightage in the
performance assessment matrix of MD / CEO / WTDs; and at least 30% of the
total weightage in the performance assessment matrix of other KMPs individually.
The weightage for each of the parameters may be configured suitably for MD /
CEO / WTDs and other KMPs depending on their respective roles. Insurers may
define additional parameters also which should be in line with the business plan of
the Insurer. These shall be spelt out in the remuneration policy.

Apart from the performance assessment for payment of incentives and variable
pay, these parameters shall also form the basis for revision of the Fixed Pay.

4. Annual Remuneration

Annual Remuneration shall be the aggregate of Fixed Pay (including monetary and
non-monetary perquisites) and Variable Pay, for a particular financial year.

5. Fixed pay
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Insurers are required to ensure that the fixed portion of remuneration is reasonable
taking into account all the relevant factors including adherence to statutory
requirements. Fixed Pay shall include Basic pay, allowances, perquisites,
contribution towards superannuation/retirement benefits and all other fixed items of
compensation.

6. Variable pay

Vvi.

Vii.

viii.

Variable pay shall be in the form of cash and/or share linked instruments. All
share linked benefits where the ultimate payout is in the form of cash such as
Cash-Linked Stock Appreciation Rights (CSARs), Phantom Stocks etc., shall be
treated as cash benefit.

Variable pay includes incentives, bonus, share linked instruments etc. The
Variable pay shall be performance-based using measures of individual, unit or
group performance that do not create incentives for inappropriate risk taking.
Performance based incentives should be aligned with long term value creation
and the time horizon of risks to which the insurer may be exposed. Any variable
pay or performance incentive shall be paid/ granted to any KMP only once
during a financial year.

Variable Pay should be at least 50% of the Fixed Pay for the corresponding
period and should not exceed 300% of the Fixed Pay. Where variable pay is up
to 200% of the fixed pay, a minimum of 50% of the variable pay should be via
non-cash instruments. The same limit would be 70%, in case the variable pay is
above 200% of the fixed pay.

A minimum of 50% of the total variable pay must invariably be under deferral
arrangements and the deferral period should be a minimum of three years. In
case of the cash component, at least 50% of the cash component should be
deferred. The first such vesting should accrue after one year from the
commencement of the deferral period. Vesting should be no faster than on a
pro rata basis and should not take place more frequently than on a yearly basis
to ensure a proper assessment of risks before the application of ex-post
adjustments. No deferment of variable pay shall be required for an amount of up
to Rs. 25 lakh for a particular year.

In case of an unlisted insurer, the fair value of the equity share certified by a
Category 1 merchant banker registered with SEBI shall be considered for the
purpose of benefit calculation.

In case of a listed insurer, Share-Linked Instruments should be fair valued on
the date of grant. The norms for grant, valuation and disclosures of share-linked
instruments should be framed by the insurers in conformity with the relevant
statutory provisions and applicable guidelines and should form part of the
insurers’ remuneration policy.

In case of an unlisted insurer, the total number of ESOPs granted in a year shall
not exceed 1% of the paid up capital of the insurer.

The total number of ESOPs issued, granted, vested or outstanding at any point
of time shall not exceed 5% of the paid up capital of any insurer.

KMPs of insurers shall not be issued / granted any sweat equity shares.

The deterioration in the financial performance of the Insurer and the other
defined

Parameters as per the remuneration policy should lead to a contraction in the
total amount of variable remuneration which may even be reduced to zero.
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Xi.

Xii.

In case of retirement / resignation / death of KMPs prior to the deferred period,
the deferred pay may be paid as per the employment contract agreed between
the insurer and the KMPs. In case of reappointment on retirement, the deferred
pay due at the time of retirement (i.e., prior to reappointment) should be paid
only in the respective years to which it is originally deferred.

In case of termination from the services as per the directives of court / tribunal /
other competent Authorities, or termination by the insurer in case of
fraud/criminal offences etc., the deferred pay shall be forfeited.

7. Malus and Clawback:

Variable Pay should be subject to Malus and Clawback provisions and these
provisions should also form part of the Board approved remuneration policy. In
case of deferral remuneration, in the event of any negative trend in the defined
parameters and/or the relevant line of business in any year during the vesting
period, unvested / unpaid portions of deferred variable pay shall be reduced or
cancelled as per the assessment. However, while exercising such provisions,
due consideration may be given to the actual / realized performance of the
insurer.

A malus arrangement permits the insurer to prevent vesting of all or part of the
amount of a deferred remuneration. Malus arrangement does not reverse
vesting after it has already occurred. A clawback, on the other hand, is a
contractual agreement between the KMP and the insurance company in which
the KMP agrees to return previously paid or vested remuneration to the insurer
under certain circumstances.

Insurers are required to put in place appropriate modalities to incorporate malus
| clawback mechanism in respect of Variable Pay, taking into account relevant
statutory and regulatory stipulations as applicable. The remuneration policy of
the insurer for should confirm existence of Malus and Clawback clauses in the
employment contract and it should identify a representative set of situations,
which require insurers to invoke the malus and clawback clauses which may be
applicable to the entire Variable Pay. When setting criteria for the application of
malus and clawback, insurers should also set a period during which malus or
clawback can be applied, covering at least the deferral period, Gross
negligence, integrity breach, materially inaccurate financial statements due to
the result of misconduct including fraud, poor compliance in respect of
Corporate Governance and Regulatory matters, etc. by KMPs should invite
immediate and prompt action of the board and the management.

For legal enforceability, the malus and clawback system shall be driven by
observable and verifiable measures of risk outcomes. Insurers may shall put
appropriate mechanism in place to incorporate malus and clawback provisions
in respect of variable pay linked to the defined parameters, in the employment
contracts of all KMPs.

8. Age and tenure of MD / CEO /WTD

Subject to the statutory approvals required from time to time, the post of the MD
& CEO or WTD shall not be held by the same incumbent for a continuous
period of more than 15 years. Thereafter, the individual shall be eligible for re-
appointment as MD&CEO or WTD in the same insurer, if considered necessary
and desirable by the board, after a cooling off period of at least three years,
subject to meeting other applicable conditions.
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During this cooling-off period, the individual shall not be appointed or associated
with the insurer or any of its group entities in any capacity, either directly or
indirectly. This provision shall not be applicable where the individual has been
appointed to an insurer on deputation.

No person shall continue as MD & CEO or WTD with an insurer beyond the age
of 70 years. Within the overall limit of 70 years, as part of their internal policy,
individual insurer's Boards are free to specify a lower retirement age for the
WTDs, including the MD & CEO.

If the MD & CEO or WTD who is appointed by a promoter/ major shareholder,
then he/she shall not hold the said posts for a continuous period of more than
12 years. However, the Authority may, on an application made to it by the
concerned insurer giving substantial reasons for the same, permit such MD &
CEO or WTDs to hold office up to 15 years.

Also, a promoter/shareholder cannot hold a whole time position in the
Company. However, the shares received through equity-linked instruments
during the course of employment are exempted while determining his/her
position as the KMP.

For the purpose of compliance with the above stipulations, the tenure of the MD/
CEO/ WTD of insurer as on the date of issue/ notification of these guidelines
shall also be taken into account. If a director has already completed a period of
twelve years/ fifteen years as the case may be, on the date of issue of these
guidelines, such insurers shall appoint the new incumbent in place of such
director(s) within a period of one year.

. Guaranteed bonus, Joining / Sign on Bonus and Severance Pay

Guaranteed bonuses are not consistent with sound risk management or the
pay-for performance principles and hence should not be part of remuneration
plan.

Joining / sign on bonus should only occur in the context of hiring new staff and
be limited to the first year of employment. Such joining / sign-on bonus should
be in the form of ESOPs only since payments in the form of cash upfront would
create perverse incentives. Such bonus will neither be considered part of fixed
pay nor part of variable pay. Value of such bonus in the form of ESOPs should
not exceed the value of Fixed Pay payable for the first twelve months of the
appointment.

Insurers should not grant Severance Pay other than accrued benefits like
gratuity pension, etc., to Key Managerial Persons except in cases where it is
mandatory under any applicable provision of the statute. It is clarified that
Severance Pay does not include notice period pay.

10. Disclosures:

The following disclosures are mandated in the notes to the accounts forming part of
the Annual Report.

Qualitative Disclosures

Information relating to the composition and mandate of the Nomination and
Remuneration Committee.

Information relating to the design and structure of remuneration policy and the
key features and objective of remuneration policy.
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Description of the ways in which current and future risks are taken into account
in the remuneration policy. It should include the nature and type of the key
measures used to take account of these risks.

Description of the ways in which the insurer seeks to link performance during a
performance measurement period with levels of remuneration.

Quantitative disclosures

Complete details of remuneration awarded for the financial year to each Key
Managerial Person mentioning Pay, Allowances and Perquisites, Variable Pay
including share-linked Benefits, Joining / Sign on Bonus, Severance payment,
accrued benefits like gratuity, pension, if any, etc. classifying the same under
fixed and variable, deferred and non-deferred as applicable , the remuneration
accrued during the applicable financial year shall be debited to Revenue
Account (Policyholders Technical Account) and Profit and Loss Account
(Shareholders Account). The disclosure in the note to accounts shall be made
as per the format provided (Annexure I).

Details of outstanding deferred remuneration of KMPs at the end of the
financial year mentioning name, designation, financial year (remuneration
pertaining to), nature of remuneration and the amount outstanding. The
disclosure has to be made as per the format provided (Annexure II).

Complete details of reduced / cancelled / recovered remuneration during the
year as per the malus and clawback provisions of employment, mentioning
name, designation, nature of original pay, amount reduced / cancelled /
recovered and reason for the same. The disclosure shall be made as per the
format provided (Annexure III).

11. Accounting:

In case the Annual Remuneration of MD / CEO / WTD and other KMPs
individually exceeds Rs.3 crore, such excess shall be borne by the
shareholders and debited to Profit and Loss Account.

Liability in the respective books of accounts should be created in respect of
deferred remuneration of the reporting financial year.

Deferred remuneration pertaining to previous financial years and paid in the
reporting financial year should not be debited to Revenue Account / Profit and
Loss Account as the same shall be adjusted against the liability outstanding in
the books of accounts at the beginning of the year.

In case of forfeiture of deferred pay, the corresponding liability outstanding shall
be reduced accordingly.

In case of recovery of earlier paid remuneration, if any, the same should be
credited to Revenue Account / Profit and Loss Account, as the case may be.

12. Approval and Renewal of Remuneration:

Appointment and Remuneration of MD / CEO/ WTDs requires prior approval of
the Authority in terms of Section 34 A of the Insurance Act, 1938.

In respect of remuneration of the MD / CEO / WTDs, no revision shall be
permitted by the IRDAI before the expiry of one year from the date of earlier
approval.

The cost of remuneration paid to MD / CEO / WTD / KMPs shall be borne
by the respective insurer only.
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