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Introduction

In India, we have Institute off Actuaries of
India—actuarial professionall bedy; recently
established by an Act in Parliament of India.

We have 200 fellows, and around 9000
students.

Nearly 50 are in the field of actuarial
consultancy.

TOSHI CENTER Hotel, Tokyo, Japan — 4—6 October 2009




SOCIAL SECURITY AND
CORPORATE PENSIONS IN INDIA

Profile of India

India has a poepulation of 1.1 billiens,
with different languages and cultures

ACIross the country. It has lot of
natural reseurces.

We have 22 life insurers, 21 general
Insurers and one reinsurer.
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Profile ofi India
Insurance penetration: 4.7% ofi GDP;
Insurance density: US$46.
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Employee benefit schemes in India

Soecial Secunty Sehemes: These are aimed
10 protect the peor and Weaker Sections of

the society. Life insurance schemes to
provide death and persenal accident
penefits; health insurance schemes; other
general insurance schemes suchi as cattle
Insurance, hut insurance, etc.
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Employee benefit schemes in India

Soclal Security Schemes: These
govermment; and schemes are ac

pelong to
ministered

mostly’ by PUIIC SECtor INSUKErS.
subsidy IS given| by the gevermment to help
the pooer. About 7.1 millions are covered

under Group Life Insurance schemes. Ihere

are also schemes to Insure crops
the farmers.

Premium

to help
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Employee benefit schemes in India

. Pension|is a mandatery.
penefit for those who work 1n Central

or State governments. It Is a
voluntary benefit for others wWho Werk

In public or private sector.
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Employee benefit schemes in India

. PERDA: (Wi, piitda.org.1n )Pension
=Und Regulatery and Development Authority. Is

peing| statutorily established to take care of
public anal private secter pensions. Their main
rele Is to regulate monies during accumulation
phase; and the payout phase would be in the
hands ofi life Insurers who are regulated.
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Employee benefit schemes in India

. Recent pension schemes are
mostly defined contribution models,
as employers wish to have knewn and
fixed amount of specific liability. There
are a few defined benefit schemes.
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Employee benefit schemes in India

. Pension schemes for tax benefits need to
De approved by tax autherties in India. There is a
celling on the amount of contributions te the

PENSION scheme; there are Investment restrictions,
andl terms and' conditions. Usually, contributions
need to be accumulated andl the accumulated
amount must be applied to purchase pension
policies from life insurers on retirement/death.
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Employee benefit schemes in India

. Life insurers have insured pension
schemes, Whnor manage thelr monies anad

provide annuity’ policies. Of course, there
are privately run; pension schemes Who
manage moenies and buy annuity pelicies
firom life insurers to provide pension
benefits to their members.
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Employee benefit schemes in India

. LLife insurers have about 5% of
their premium Inceme: firem pension
pusiness. No. off pension schemes, Is not
KNOWN, as N reports are published.
Perhaps, PERDA might publish such
Infermation after some time.
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Employee benefit schemes in India

statutory benefits:-

Provident Fund
€] =110]10Y

voluntary benefits, 1n place, in mest employments:-
Leave Encashment
Medical benefits

Leave Travel Concession and encashment If not availed;
and

other benefits (which could be unigue for employers)
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Employee benefit schemes in India

Provident Eund: IS a benefit as per an Act In
India, and every empleyer whor emploeys 20
Ol more should provide this benefit.

Both employer and employee have to contribute
to the EPEO (Employee Provident Fund
Organization)-a statutory body.
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Employee benefit schemes in India

Contribution Is fixed at 12% of salary ;thisi means

abeut 24% of salary Is accumulated every year;

EPEO may exempt certain empleyers whoe wish te
maintain their ewn funds.

Rate of interest Is guaranteed —on yearly basis. [it
can change from year to year]

It also provides pension benefit besides provident
fund—a portion of employer’s contribution Is
utilized to provide this small benefit.
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Empleyee benefit schemes in India

Gratuity: It Is a benefit as per anl Act to
emploeyees; and every empleyer who
employs 10 or moere should previde this
penefit.

The benefit Is 15 days’ salary for each year
of service; and it Is 20 months” salary or
Rs.350,000/-, whichever is higher.
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Empleyee benefit schemes in India

Gratuity: An employer can previde higher
amount of gratuity, but net less than the
minimum; stipulated in the Act.

An employer who has 500 or more
employees should fund this benefit.
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Empleyee benefit schemes in India

Gratuity: While funding Is net mandatory,
funding IS a pre-requisite I the' emploeyer
Wwants to treat the contributions to the
gratuity plan as a tax-deductible expense.
As per the Accounting Standards in India,
an employer has to make actuarial
provision for accrued gratuity liability.
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Employee benefit schemes in India

Leave Encashment: a benefit offered by most

employers iniindia, on voluntary basis, durng
Period of service, and/oer at death/retirement.

It IS the amount of leave converted Into cash—
usually 90 or 180 days’ salary.

This Is not funded.

Employers need to make provision of accrued
liability ini their accounts as per the Accounting
Standards In India.

TOSHI CENTER Hotel, Tokyo, Japan — 4—6 October 2009




SOCIAL SECURITY AND
CORPORATE PENSIONS IN INDIA

Employee benefit schemes in India

Medical Benefits: a benefit offered by most empleyers in India,
on voeluntary basis, during period ofi service, and/or after
retirement.

It IS demiciliary’ and/or nen-domiciliary: (hespital) benefit with
certain ceilings. Celling oft benefit varies from employer to
employer.

This Is not funded. Employers also buy greup health insurance
contracts.

Employers need to make provision of accrued liability in their
accounts as per the Accounting Standards in India.
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Employee benefit schemes in India

_eave Travel Concession and other benefits:

penefits offered by most employers in India are
on veluntary basis, during period of service,
and/or after retirement.

This Is not funded.

Employers need to make provision of accrued
liability In thelr accounts as per the Accounting
Standards in India.
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Conclusion

The Institute off Actuaries of India issued
guidance notes (GNs) to the actuaries in
practice, and In some cases, after having
dialogue with the Institute of Chartered
Accountants in India.

Details of GNs can be had at
WWW.actuariesindia.org .
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Conclusion
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