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Background of Case Study

Reduction in PED
waiting period

Removal of 65
years age clause

Cashless claim
facility in all
hospitals

Reduction in
moratorium period
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Gross Written Premium (Rs. crore)
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Source of the data: Annual Report of IRDAI

The above graph shows the trends in the Gross Written Premium
for the Health Industry.
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Trend in Incurred Claims Ratio
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Source: Annual report of IRDAI

The above graph shows the trends in the Incurred Loss Ratio for
the Health Industry.
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Proportion of Gross Written Premium of
Health Business (Financial Year 2022-23) B

® Maharashtra

m Karnataka

= TamilNadu
Gujarat

m Delhi

Rest of India

Source: Annual report of IRDAI

www.actuariesindia.org



Provisions under IRDAI (Actuarial, Finance

and Investment Functions of Insurers)

Regulations, 2024:

Reserves

URR- Unexpired Risk Reserve
UPR- Unearned Premium Reserve
PDR-Premium Deficiency Reserve

Claim
Reserves

URR

Other
Liabilities

IBNR

Outstanding
Claims

UPR

PDR
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Provisions under IRDAI (Actuarial, A
Finance and Investment Functions of
Insurers) Regulations, 2024:

Solvency:
RSM 1 = 20% * Max { Gross Premium * Factor A, Net Premium}

RSM 2 = 30% * Max { Gross Incurred Claims * Factor B , Net
Incurred Claims }

RSM = Max { RSM 1, RSM 2} Factor A & B for Health= 0.75

Control level of
Solvency Margin
(150% of RSM)

Solvency Ratio = Total ASM / Total RSM
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Removal of 65 years age condition I
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Regulatory change

IRDAI (Health Insurance)
Regulations, 2016

12. Entry and Exit Age

i. Except as provided for in
regulation 17(i), all health
insurance policies shall ordinarily
provide for an entry age of at
least up to 65 years

Institute of Actuaries of India

IRDAI (Insurance Products)
Regulations, 2024

6.1 Insurers shall ensure that
they offer health insurance
products to cater to all the age
groups.

6.2 Insurers may design products
specifically for senior citizens,
students, children, maternity and
any other group as specified by
the Competent Authority.
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Age Criteria - Impact on pricing

> Innovative products

> Better Underwriting

» Fair premium

» Data

» Prudent Assumptions

> Morbidity rate

» Expected business volume
» Reinsurance

» Product design
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Age Criteria - Impact on reserving

» Data issue

» Impact on IBNR

» Change in the Reserving Methodology
> Increase in Risk Margin

> Impact on Premium Deficiency Reserve
> Scenario Analysis
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Age criteria - Impact on solvency

Premium (+)ﬁ Reserves (-)ﬁ ASM @
Premium (+)ﬁ Claims (+) ﬁ RSM ﬁ

Other factors-

* Reinsurance

« RSM 1 or RSM2

* Net claims is considered as maximum of 1 or 3 years data
* Increase in Liquid Assets
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Reduction in PED Waiting period
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e Decreased from 48 months to 36 months
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Regulatory change

Master Circular on IRDAI (Insurance Products)
Standardization of Health Regulations, 2024
Insurance Products dated 22"

July, 2020

Subject to product design the Waiting period for pre-existing

number of months, not exceeding diseases disclosed by the persons

48 months, shall be specified to be insured, shall be maximum
up to 36 months

Change in PED Definition
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Reduction in PED Waiting Period - Impact A
on pricing rderesrohe:

> Impact on existing products

> Anti-Selection

> Early Claims cost

» Higher Underwriting cost

» Higher Premium

> Reduced Customer Affordability
> Marketability
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Reduction in Moratorium period
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e Decreased from 96 months to 60 months
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Regulatory change

Master Circular on
Standardization of Health
Insurance Products dated 22nd
July, 2020

After completion of eight
continuous years under the
policy no look back to be
applied. This period of eight
years is called as moratorium
period.
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IRDAI (Insurance Products)
Regulations, 2024

Moratorium (applicable for
health insurance policies issued
by general and health insurers):
After completion of sixty
continuous months of coverage
(including portability and
migration) in health insurance
policy, no policy and claim shall
be contestable by the insurer...
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Reduction in Moratorium - Impact

on pricing

> Impact on existing products

» Non-disclosure

» Anti-Selection

> Early Claims cost

» Higher Underwriting cost

> Higher Premium

> Reduced Customer Affordability
> Marketability
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Reduction in PED Waiting Period/
Moratorium - Impact on reserving S

> Increase in the Claim Reserves
» Claims uncertainty may increase
» Data issue

» Monitoring

» Scenario Analysis
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Reduction in PED Waiting Period/ A
Moratorium - Impact on solvency

Premium (+)ﬁ Reserves (-)ﬁ ASM @

Premium (+)ﬁ Claims (+) ﬁ RSM ﬁ

Other factors-

* Reinsurance

 RSM 1 or RSM2

* Net claims is considered as maximum of 1 or 3 years data
* Increase in Liquid Assets
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Cashless claim facility across all
the hospitals in the country e

e Only about 63% of customers opted for cashless
claims for FY 2022-23; others go for
reimbursement.

Source: Annual report of IRDAI
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Master Circular on IRDAI (Insurance
Products) Regulations 2024 - Health
Insurance

> Achieve 100% cashless claim settlement
> Ensure reimbursement are minimum

> Prescribed TAT for initial and final
authorization

> Help Desks in hospitals to assist cashless
requests

> Insurers shall also provide pre-authorization to
the policyholder through Digital mode
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Cashless - Impact on pricing

» Reduced Fraud and Abuse

> Increased Administrative and System Cost
> Negotiated Rates with Providers

» Enhanced Data Quality and Timeliness

» Dynamic pricing Models

» Premium

» Enhanced options to choose medical service
providers

> Increase in customer confidence
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Cashless - Impact on reserving

» Reduction in fraudulent claims
» Reduction in Estimation Error
» Shorter Tail

» Reduction in IBN(E)R

» Claim Handling expenses

> Re-opened cases may increase
> Capital Allocation

> Experience analysis
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Cashless - Impact on solvency

In short run Other factors-
= um ( )ﬁ = ()@ e ﬁ * Reinsurance
remium (+ eserves (- . RSM 1 or
RSM2
Premium (+) 4> Claims (+) RSM * Net claims is
ﬁ @ @ considered as
maximum of

In long run 1 or 3 years
Premium (+) @ Reserves (-)|| ASM @ data
v

Premium (+) @ Claims (+) \_/ RSM @
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Conclusion
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» Customer Centric Approach
> Business Volume

» Uncertainty

» Underwriting

» Reinsurance

» Administrative System

» Change in Methodology

> Monitoring and Feedback

» Impact
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Thank You
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