
SANJAYKUMARSINGH

Persistencyratiocontinues
tobe low in the life insur-
ance industry, according

to data published in the
HandbookonIndianInsurance
Statistics for financial year
2020-21 (FY21). The industry’s
median 61-month persistency
ratio for FY21was 39.4 per cent.
Itmeans that in case of half the
insurers, 39.4 per cent or less of
their policies were alive after
fiveyears.While thepersistency
figuresare improving(seetable),
the pace is slow.

Persistency ratios also indi-
cate customers’ level of satis-
faction with an insurer, since
satisfied customers tend to
keep their policies alive for a
longer period.

Hurriedpurchases,mis-selling
Several factors are responsible
for the life insurance industry’s
low persistency numbers. One
is that insurance isa fairlycom-
plexproduct. “Alargepartof the
persistency challenge comes in
because people buy a product
without clarifying their expec-
tations from it. Do they want a
pure term cover or an insur-
ance-cum-investment plan?”
says Manu Lavanya, director
and chief operations officer,
MaxLife Insurance.

When customers buy a pro-
duct without clarity on the
financial need it is supposed to
fulfil, there is disappointment
later. For instance, they often
buy policies at the last-minute
for tax saving without paying
heed to its features.Later,when
they find the policy unsuitable,
they allow it to lapse.

Mis-sellingisanotherreason
forhighlapserates.“Sometimes
policies are sold forcibly by
friends or relatives, or an insti-
tutionthecustomerapproached
fora loan,”saysKapilMehta,co-

founderandmanagingdirector,
Secure Now Insurance Broker.

Often the customer’s pay-
ment obligations are not
explained properly. “The cus-
tomer may think he has pur-
chased a single-premium pol-
icy. When he realises he has to
pay a premium every year, he
abandons it,” addsMehta.

Sometimes, customershave
incorrect return expectations.
Theycompare the returns from
an insurance-cum-investment
productwithapure investment
product,not accounting for the
fact that a part of the premium
goes towardsmeeting themor-
tality charge (note that high
product costs can also produce
low returns).

In case of unit-linked insur-
anceplans (Ulips), customersat
times take short-term calls:
When the markets are up, they
cashout.

During the pandemic,
many people suffered loss of
income and stopped paying
their premiums.

In the case of some insurers
and products, only the annual
premium mode is available.
“When half-yearly, quarterly
and monthly options are not
available, insurers witness low
persistency due to the unavail-
ability of funds in the policy-
holder’s account,” says Sanjay
Radhakrishnan,chiefexecutive
officer (CEO) and principal
officer,HeroInsuranceBroking.

Oneoperationalcauseis that
customers change the bank
account from which they paid
theirpremiums.“But theydon’t
change the NACH forms. This
results in non-approval of
renewal premiums,” says
Radhakrishnan.

Insurers’ initiatives
Insurers take several steps
nowadays to ensure customers
don’t abandon their policies

prematurely. One is to select
the right customers. “Insurers
use data analytics to select
people with the right financial
profilewhocanmeet this long-
term financial commitment,”
says Lavanya.

They also try to ensure the
customer understands the pol-
icy terms and conditions. They
offer simplified benefit illustra-
tions with easy-to-understand
graphics. They also conduct a
pre-issuance verification call to
ensure thecustomerhasunder-
stood key aspects like the pre-
mium amount, the period for
which it has to be paid, and the
benefits. “Only if the customer
has fully understood what he
haspurchasedwill hebeable to
answer the questions asked in
this call,” says Lavanya.

Insurersalsosendreminders
askingcustomers toensure that
the bank account from which
the payment will happen is

funded. In the past two years,
when customers failed to pay
the premium due to financial
distress, many insurers waived
the late payment fee.

To ease customers’ burden,
insurersalsoallowthemtocon-
vert annual premiums into
quarterlyormonthlypayments.

Highcostofpolicy lapse
Thekeyfalloutofdiscontinuing
apolicy is thatyouareno longer
covered. This had serious con-
sequences during the pan-
demic,when inmanycases the
breadwinner passed away
shortlyafter allowinghispolicy
to lapse. SaysAshishRao, chief-
customerexperienceandoper-
ations, ICICI Prudential Life
Insurance, “Allowingapolicy to
lapse adversely impacts the
purpose and goals for which it
was purchased, like income
replacement.”

Surrenderingapolicycarries

a considerable cost. “If you sur-
render a traditional policy
before paying three premiums,
you get nothing back. After
three premiums, the policy
acquires a surrender value and
you get some amount back, but
the penalty is high. If, for
instance, you surrender your
policy after paying three pre-
miums,youwon’tgetbackmore
than 25-30 per cent of total pre-
miumspaid,” saysMehta.

If you tell the insurer that
youwouldliketokeepthepolicy
alivebutwillnotpayanyfurther
premiums (these should be
deducted from the value accu-
mulated in the policy), the sum
assured could be reduced to
1/10thor 1/20th.

“Customers also lose out on
benefits like bonus pay-outs,”
saysLavanya.

In Ulips, if you stop paying
the premium before five years,
the fund value (after deducting
surrender charges) goes into a
discontinuance fund where it
earns4.5 per cent interest.

When the customer goes to
buy a new term policy, he
typically has to pay a higher
premium (since he would be
older now).

Maketherightpurchase
The key prerequisite to not
allowing a policy to lapse is to
buy one suited to your needs so
thatyouaremotivatedtopaythe
premiumsand stick to it.

Do research and compare
policies on the websites of
insurers or aggregators. “Our
digital platform facilitates
matching products with the
needs of customers,” says Rao.

Make sure you buy a term
policy that scores high on key
parameters. “Evaluate the
insurer’s claim settlement ratio
and the average time taken to
settle claims,” saysRao.

Go through the policy doc-
ument, especially the benefits
illustration: What benefits will
you get and at what intervals?
Howmuchwillyougetifyousur-
render at different stages? Also
understand your obligations —
the premium amount and the
periodforwhichithastobepaid.

Before deciding to discon-
tinue, consider alternatives
like getting paid-up additions
or bonus adjusted against
the premium.

Kripa, an overseas client, recently for-
warded an email from her mutual fund
registrar. It warned her to link her per-
manent account number (PAN) to her
Aadhaar card by March 31, 2022, failing
which there would be higher TDS (tax
deduction at source), restrictions on
further transactions, and a possible
income-tax (I-T) penalty.

Kripa holds an Overseas Citizen of
India (OCI) card. According
to the Aadhaar Act, she is
not entitled to apply for
Aadhaar unless she
spends 182 days in
India. The notification
(https://bit.ly/34xzJoh) that
allowed non-resident
Indians (NRIs, who are
Indian citizens) to apply for
Aadhaar on arrival in India
doesn’t apply toOCIs. Kripawasworried
as theMF registrar informed her it does-
n't have any option to exempt NRIs’
PANs from linking with Aadhaar.

The I-T Act does not require NRIs or
OCIs not eligible to apply for Aadhaar to
link their PANs with Aadhaar. The tax
department hasn’t made any provision
for allowing those not eligible for
Aadhaar to mark their PANs as such, so
that their PANs can be kept active after
March 31, 2022. There is a fear that the
tax department will automaticallymark
such PANs as inactive.

NRI investors face several other tra-
vails. The adverse TDS provisions have
given rise tomany jugaad solutions. The
most common example is in renting and
sale of property by an NRI taxpayer. If
the property owner is a resident, tax is
deducted by the lessee once a year at 5
per cent if the rent exceeds ~50,000 per
month. This can be paid through a sim-

ple challan cum return. But if the owner
is a non-resident, the lessee must apply
and get a tax deduction account number
(TAN), deduct tax at 30 per cent from
eachmonthly rental, pay it everymonth,
and file separate TDS returns with the
TDS section.

In case of sale, if the seller is a res-
ident, the buyer deducts tax at 1 per cent
if the sale value exceeds ~50 lakh and
pays it through a simple challan cum
return. But if the seller is an NRI, the
buyer must deduct tax at 20 per cent on
the entire sales consideration (not just
capital gain) since the buyer can’t calcu-
late the capital gain. Again, the buyer
must register for TAN and file periodic
TDS returns for a one-time purchase.
While getting a certificate for tax deduc-
tion at a lower rate is possible, it takes
time, effort and “money”. The hassles of
getting a TAN number and filing peri-
odic TDS returns remain.

The jugaad solution is for property
owners to omit letting the
lessees/buyers know they
areNRIs. The lessees/buyers
have noway of knowing this,
especially if the owner has
an Indian address. The
buyer/lessee proceeds on
the basis that the owner is
a resident.

These onerous TDS pro-
visions for NRIs were put in

place in an erawhen it was assumed that
if the lessee or buyer didn’t deductmax-
imum tax at source, it wouldn’t be pos-
sible for the department to recover the
tax amount.

Meanwhile, NRIs can remit proceeds
based on tax-payer self-certification
backed by a chartered accountant’s cer-
tificate that is uploaded on the tax
department’s website. It demonstrates
trust in the taxpayer but through a veri-
fiable process. One wonders why the
same process can’t be followed for TDS.

The tax department should proac-
tively provide a solution to NRIs’
impending problemof PANs beingmade
inactive fromApril 1, 2022. It should also
use the occasion to overhaul the com-
plex TDS provisions relating to them.

ThewriterheadsFee-Only InvestmentAdvisors
LLP,aSebi-registered investmentadvisor
Twitter:@harshroongta

The I-T Department
hasn’t made
provision for
allowing those
ineligible for
Aadhaar to mark
their PANs, so the
latter can be kept
active after March 31

Pickinsurancecovercarefully,sothatyouareabletosticktoit forthelonghaul
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Allowing life policy to
lapse carries a high cost

TRUTH BE TOLD
HARSH ROONGTA

PreventNRIs’PANfrom
beingdeclared inactive

PERSISTENCY RATIO: SLOW IMPROVEMENT
Medianpersistencyratio (%)

Year 13-mth 25-mth 37-mth 49-mth 61-mth
2014-15 57.3 46.0 42.5 38.0 19.0
2015-16 61.2 47.4 41.8 38.1 28.0
2016-17 64.9 53.1 43.9 38.3 31.9
2017-18 69.0 58.2 49.5 41.8 33.8
2018-19 71.8 61.4 52.6 45.0 37.8
2019-20 70.5 62.3 53.3 46.4 37.6
2020-21 72.4 62.9 55.8 51.0 39.4
Persistency figures are for life insurance policies based on number of policies. Mth stands
for month. Data as on March 31, 2021 Source: Handbook on Indian Insurance Statistics
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SR.
NO. PARTICULARS DETAILS

1 Name of corporate debtor TERRA ENERGY LIMITED

2 Date of incorporation of corporate debtor 08.03.1995

3 Authority under which corporate debtor
is incorporated / registered Registrar of Companies, Chennai

4 Corporate Identity No. / Limited Liability
Identification No. of corporate debtor U40105TN1995PLC030420

5
Address of the Registered office and
principal office (if any) of corporate
debtor

Eldorado, V Floor, 112 Uthamar Gandhi
Salai, Chennai-600 034

6 Date of closure of Insolvency Resolution
Process

31.08.2021 (330th Day of CIRP based
on NCLT Order dated 06.08.2021)

7 Liquidation commencement date of
corporate debtor 17.02.2022

8
Name & Registration No. of the
insolvency professional acting as
liquidator

Ramakrishnan Sadasivan
IBBI/IPA-001/IP-P00108/2017-18/10215

9 Address and e-mail of the liquidator, as
Registered with the Board

New No. 28, Old No. 22 Menod Street,
Pursawalkam, Chennai-600 007
sadasivanr@gmail.com

10 Address and e-mail to be used for
correspondence with the liquidator

New No. 28, Old No. 22 Menod Street,
Pursawalkam, Chennai-600 007
liq.terra@gmail.com

11 Last date for submission of claims 19th March, 2022
Notice is hereby given that the National Company Law Tribunal Chennai-Division
Bench-I has ordered the commencement of liquidation of the Corporate Debtor –
Terra Energy Limited on 17.02.2022 under section 33 of the Code.
The stakeholders of Terra Energy Limited (In Liquidation) are hereby called upon
to submit their claims, with proof on or before 19th March, 2022, to the liquidator at
the address mentioned against item 10.
The financial creditors shall submit their claims with proof by electronic means only.
All other creditors may submit the claims with the proof in person, by post or by
electronic means.
The Claim may be submitted in their specified forms. FORM C-Operational Creditor
(Other than Workman or Employee), FORM D-Financial Creditor, FORM E-Workman
or Employee, FORM F-Authorised Representative of Workman or Employee, FORM
G-Other Stakeholders. The Prescribed forms can be downloaded from the IBBI
Website-Liquidation Process (https://www.ibbi.gov.in/home/downloads)
Submission of false or misleading proof of claims shall attract penalties.

sd/-
Date : 21st February, 2022 Ramakrishnan Sadasivan
Place : Chennai IBBI/IPA-001/IP-P00108/2017-18/10215

SCHEDULE II
FORM B

PUBLIC ANNOUNCEMENT
(Regulation 12 of the Insolvency and Bankruptcy Board of India (Liquidation Process) Regulations, 2016)
FOR THE ATTENTION OF THE STAKEHOLDERS OF

TERRAENERGYLIMITED (In Liquidation)

FORM NO. CAA. 2
[Pursuant to Section 230 (3) and rule 6 and 7)]

C.P.(CAA)/73(CHE)2021
In the matter of Sections 230 to 232 and

other applicable provisions of the Companies Act, 2013 and
In the matter of Scheme of Arrangement between

Access Matrix Technologies Private Limited (‘Demerged Company’)
And

Wolters Kluwer Elm Solutions Private Limited
(‘Resulting Company’)

And
their respective Shareholders and Creditors

WOLTERS KLUWER ELM SOLUTIONS PRIVATE LIMITED
3rd Floor, Neville Tower, Ramanujan IT City
Rajiv Gandhi Salai, Taramani, Chennai – 600113, Tamil Nadu

...Second Petitioner /Resulting Company

NOTICE OF PETITION
Notice is hereby given that a Joint Petition under sections 230 to 232 of the
Companies Act, 2013 with respect to the Scheme of Arrangement between
M/s. Access Matrix Technologies Private Limited [Demerged Company] and
M/s. Wolters Kluwer ELM Solutions Private Limited [Resulting Company]
and their Respective Shareholders and Creditors was filed by the Petitioner
Companies with the Hon’ble National Company Law Tribunal, Chennai Bench
('NCLT') on 8th December 2021 and the said petition was admitted on 6th
January, 2022. The Hon’ble NCLT, Chennai Bench, vide its order dated 3rd
February, 2022, has fixed the date of hearing of the said Joint Petition on the
10th day of March, 2022.
Any person desirous of opposing the proposed Scheme of Arrangement
should send to the Petitioners’ Authorized Representative, notice of his
intention, signed by him or his Advocate, with his name and address, so as
to reach the Petitioners’ Authorized Representative not later than thirty days
from the date of the publication of this Notice. Where he seeks to oppose the
Petition, the grounds of opposition or a copy of his affidavit shall be furnished
with such notice. A copy of the Petition will be furnished to any person
requiring the same on payment of the prescribed charges for the same.

CS I B HARIKRISHNA
Authorized Representative

Place: Chennai 1st Floor, No.44/38, Veerabadran Street,
Date: 18-02-2022 Nungambakkam, Chennai – 600 034

FORM NO. CAA. 2
[Pursuant to Section 230 (3) and rule 6 and 7)]

C.P.(CAA)/73(CHE)2021
In the matter of Sections 230 to 232 and

other applicable provisions of the Companies Act, 2013 and
In the matter of Scheme of Arrangement between

Access Matrix Technologies Private Limited (‘Demerged Company’)
And

Wolters Kluwer Elm Solutions Private Limited
(‘Resulting Company’)

And
their respective Shareholders and Creditors

ACCESS MATRIX TECHNOLOGIES PRIVATE LIMITED
44/38, 1st Floor, Veerabadran Street,
Nungambakkam, Chennai - 600034, Tamil Nadu

...First Petitioner /Demerged Company

NOTICE OF PETITION
Notice is hereby given that a Joint Petition under sections 230 to 232 of the
Companies Act, 2013 with respect to the Scheme of Arrangement between
M/s. Access Matrix Technologies Private Limited [Demerged Company] and
M/s. Wolters Kluwer ELM Solutions Private Limited [Resulting Company]
and their Respective Shareholders and Creditors was filed by the Petitioner
Companies with the Hon’ble National Company Law Tribunal, Chennai Bench
('NCLT') on 8th December 2021 and the said petition was admitted on 6th
January, 2022. The Hon’ble NCLT, Chennai Bench, vide its order dated 3rd
February, 2022, has fixed the date of hearing of the said Joint Petition on the
10th day of March, 2022.
Any person desirous of opposing the proposed Scheme of Arrangement
should send to the Petitioners’ Authorized Representative, notice of his
intention, signed by him or his Advocate, with his name and address, so as
to reach the Petitioners’ Authorized Representative not later than thirty days
from the date of the publication of this Notice. Where he seeks to oppose the
Petition, the grounds of opposition or a copy of his affidavit shall be furnished
with such notice. A copy of the Petition will be furnished to any person
requiring the same on payment of the prescribed charges for the same.

CS I B HARIKRISHNA
Authorized Representative

Place: Chennai 1st Floor, No.44/38, Veerabadran Street,
Date: 18-02-2022 Nungambakkam, Chennai – 600 034


