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IRDAI under new Chairman Mr. Debashish Panda has very
proactive since his taking over as IRDA Chairman. He has taken
number of quick decisions which will help in the growth of the
Insurance Industry. According to Mr. Panda Industry must self-
regulate itself and IRDAI will facilitate the industry in
development agenda.

IRDAI has asked companies to take a leaf from the banking
industry’s strategy for inclusion by companies adapting
individual states as lead insurers. IRDAI has also set goals in
terms of insurance penetration for the life and non-life
industry.

IRDAI chairman Mr. Debashish Panda held bi-monthly meeting
with insurance Chairman — Bima Manthan — recently in
Hyderabad. In the meeting, insurers were guided to increase
the growth rate and were individually provided indicative
targets along with unique states and UTs 1o lead on. In the
meeting, the Insurance Information Bureau made a
presentation on enhancing itsrole and alsoits corporatisation.

Insurance Industry in India was in dire need of path breaking
reforms and we hope the new chairman will take the mantle
forward.

IRDAI has cut the solvency margins for insurers in crop
business and this move will unlock Rs.1400 Crores for General
Insurers.

IRDAI working group has suggested allowing insurers to invest
in AT-1 Perpetual Bands of Banks that have declared dividend
for the preapproval of life cover products for better efficiency.

In Uttarakahnd Badri Kedar Temple Trust recently announced
for one lac Insurance cover for all pilgrims visiting thereat
which is a good move.

As per repart ESIC is to caver entire India in all districts by end
of 2022 which will ease the health problems not for employee
members only but for general public as well.
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News

GIC to turn GIFT City office
into a subsidiary to handle

foreign operations

General Insurance Corporation (GIC
Re) plans to upscale its branch in the
International Finance Centre at GIFT
City, Ahmedabad into a subsidiary. The
corporation had recently decided to
shut its Dubai office and carry out its
Middle East and Africa operations from
the Gujarat International Finance Tec-
City (GIFT City).

"We are planning to turn our branch
into a subsidiary, which will undertake
all the international business of the
corporation. Besides tax benefits the
advantage of having a subsidiary in
GIFT City is that it will be able to un-
dertake direct insurance business as
well," said GIC Re CMD Devesh
Srivastava. He added that most of the
policies that have been issued in the
Dubai branch are getting renewed at
GIFT City.

The corporation reported a net profit
of Rs 1,795 crore for the quarter ended
March 2022, an increase of 42% over
Rs 1,260 crore in the year-ago period.
As an Indian reinsurer, GIC Re can pro-
vide support to corporates only indi-
rectly by supporting insurance compa-
nies. Norms for the international fi-
nance centres, which are special eco-
nomic zones for export of financial ser-

vices, allow composite insurance and
reinsurance licences. This means GIC
Re's subsidiary can directly provide in-
surance companies to global airlines or
energy companies. GIC Re also has a
subsidiary in Russia which caters to the
former Soviet Union markets, which is
currently going slow on business be-
cause of the war and sanctions.

Srivastava said that the corporation’s
share of international business had
dropped following its decision to under-
write crop insurance in India. Now the
corporation was looking to increase
share of international business.

On its plans for growth, Srivastava said
that GIC Re was looking to improve
margins by correcting the pricing of
some covers where rates had fallen too
low. "We are also looking at reinsur-
ance support for specialised retail in-
surance products like small ticket cyber
reinsurance for which there is growing
demand."

PSU banks, insurance cos
to help Agniveers

Public sector banks, insurance compa-
nies and financial institutions will ex-
plore employment opportunities for
'Agniveers'in suitable capacities based
on their educational qualifications and
skills through suitable benefits and re-
laxations.

This was decided at a meeting con-
vened by the secretary, department of
financial services (DFS) with chief ex-
ecutives of public sector banks (PSBs),
state run insurance companies and fi-
nancial institutions. In the meeting, the
joint secretary, department of military
affairs made a presentation on the
various aspects of the Agnipath
scheme, aimed at creating jobs for the
youth.

It was also decided that banks would
explore possibilities of supporting
'Agniveers' through suitable credit fa-
cilities for skill upgradation, education
for setting up businesses and to take
up self-employment. The existing gov-
ernment schemes such as MUDRA,
Stand Up India among others would be
leveraged for extending such support
to 'Agniveers'.

The Union Cabinet on June 14 had ap-
proved a recruitment scheme for youth
for jobs in the armed forces called
Agnipath and those selected will be
known as 'Agniveers'. The scheme has
been designed to enable a youthful
profile of the armed forces, according
to an official statement.

Rs. 1 lakh insurance cover
for Char Dham pilgrims

The Badrinath-Kedarnath Temple
Committee (BKTC) announced an in-

The Insurance Times, July 2022



surance cover of Rs 1 lakh to be pro-
vided to the devotees in case of death
on the temple premises of Char Dham
located in Uttrakhand.

"This is the first time when insurance
cover is being provided to the pilgrims.
Letters have been sent to the sub divi-
sional magistrates of Joshimath (for
Badrinath), Ukhimath (for Kedarnath),
Badkot (for Yamunotri) and Bhatwadi
(for Gangotri). They have been asked
to inform the committee in case of any
mishap on the temple premises. After
the report from the SDM concerned,
the BKTC will initiate the further
course of action," said Ajendra Ajay,
chairman of BKTC. He further informed
that this year's insurance premium has
been provided by Manav Utthan Sewa
Samiti, a trust run by tourism minister
Satpal Maharaj.

"From next year onwards, we aim to
increase the scope of the project, and
either the committee or the state gov-
ernment will pay for the premium,”
the chairman said. He also stated that
the insurance has been done through
United India Insurance Company Lim-
ited in Dehradun.

Washed out T20 match to

claim Rs. 45 crore

The fifth and final T20 cricket match
between India and South Africa, which
was abandoned because of rain, is
likely to trigger claims of Rs 40-45
crore. In a sign of the maturing of
event insurance business in India, com-
panies are still willing to cover events
for up to Rs 150 crore even as many
global underwriters are retiring hurt.

"The international event insurance
market was severely hit following the
pandemic. It was not just sporting
events like the Olympics or Wimbledon,
there were thousands of events across
the world that got cancelled. The
number of underwriters in the London
market has reduced by 50%," said
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Arjun Sharma, practice leader (sports,
events & entertainment) at Gallagher
Insurance Brokers.

UK insurance broker
Howden to buy 100% in

Indian arm

UK-headquartered insurance broker
Howden will increase its stake in its
Indian arm from 49% to 100%. The
group, the largest non-US broker glo-
bally, has received regulatory approval
for the transaction.

Speaking, Howden India Insurance
Brokers chairman Praveen Vashishta
said that the increase in stake to 100%
would allow the company to pursue
inorganic growth by bringing in more
capital. Although Vashishta did not di-
vulge the deal size, the transaction is
expected to be in millions of dollars
given that the company ended March
2022 with Rs 125 crore of income and
Rs 34 crore of earnings before interest,
taxes, depreciation and amortisation
(ebitda).

The company now targets to double
business organically by FY26 and
achieve Rs 250 crore of income after
increasing employee headcount from
250 to 400. In India, Howden has built
a reputation of being an arranger of
speciality insurance covers.

European Union to ban
insurance for tankers that

carry Russian oil

The European Union's (EU) announce-
ment of its sixth package of sanctions,
including a partial ban on Russian oil
imports, was hugely significant. Foreign
policy chief Josep Borrell called it "a big
blow to (Vladimir) Putin's war chest."

One element of the package, a ban on
providing insurance on tankers carry-
ing Russian crude oil, looks likely to
have a particularly large impact.

After the embargo of Russian oil and
tankers, the EU and the United King-
dom agreed to impose a ban on provid-
ing insurance to any ships carrying Rus-
sian oil imports anywhere in the world.

Officials hope to have this in place by
the end of the year, effectively shutting
out one of the largest crude oil produc-
ers from the maritime export market.
Without insurance, tankers would be
turned away from global ports.

But while EU officials are celebrating
a win, some analysts warn of the wider
economic consequences of clamping
down on an industry critical to inter-
national trade.

"The restrictions on the insurance are
very specific, as it's a distinct market,
maritime insurance," Nikolaos
Farantouris, Professor of Law at the
University of Piraeus, told CGTN.
"That's why many analysts, including
myself, believe there will be an in-
crease in price in the near future, and
it's possible to see the price of a barrel
reaching close to 135 dollars."

United India Insurance

may be first up for sell-off
United India Insurance could be the
top choice for privatisation as the gov-
ernment initiates discussions on plans
to sell a general insurance company.

According to sources, the Centre is ini-
tiating work on the privatisation of a
public sector general insurer.

"United India Insurance is being seen
as the first candidate for privatisation
in the general insurance sphere. The
Centre could go in for an Air India-kind
of stake sale, "said a person close to
the development.

While discussions have already started
on the privatisation of a general insur-
ance company, a formal proposal is yet
to be formulated.

"Given the financial health of the three
PSU general insurers, it is essential that




the government takes steps. A pro-
posal is likely to be finalised in the com-
ing months, "said the source.

The Centre has already completed the
initial public offer of Life Insurance Cor-
poration of India and is working on the
stake sale in IDBI Bank, the source fur-
ther noted, adding that the general in-
surance space will be the next focus
area.

In Budget 2021-22, Finance Minister
Nirmala Sitharaman had announced
that, other than IDBI Bank, the Centre
proposes to take up the privatisation
of two public sector banks and one
general insurance company in FY22.

Top brass selection of PSU

insurers stuck

The selection process of top officials of
public sector insurance companies is in
limbo in the wake of the Delhi High
Court decision to strike down the
power of Banks Board Bureau (BBB) to
select directors of PSU insurers.

With the BBB not allowed to select top
officials of public sector insurers, the
government is now getting ready to
activate an alternative mechanism to
conduct the exercises for selecting the
top management of PSU insurers.

"The alternative framework of BBB for
the selection of top PSU insurers is al-
most ready and waiting for the final ap-
proval of the PMO, which had rejected
some of the earlier suggestions from the
ministry on the matter. We will imple-
ment it once the Delhi HC delivers its fi-
nal verdict," official sources said.

While deciding another case involving
a general manger of a PSU insurer,
Delhi HC had struck down the BBB's
power to select directors of PSU gen-
eral insurance companies and the gov-
ernment has already implemented the
verdict by cancelling all the appaoint-
ments of the then serving directors
who were selected by the BBB.

Inderjeet Singh, General Manager,
New India Assurance (NIA), had gone
to Delhi HC on the issue of appoint-
ment of Satyajit Tripathy (who is cur-
rently CMD, United India Insurance) by
the government on the basis of recom-
mendation of the BBB, the head-hunt-
ing agency of the government to select
the top management of PSU insurance
companies and banks.

Rise in rates will partially
offset underwriting losses

for insurers

The recent increase in the premium
rates on third-party motor insurance is
unlikely to fully offset the motor insur-
ance segment's underwriting losses,
Crisil Ratings said in a report.

The premium rates for third-party
motor insurance have been increased
from June 1.

Premiums for two-wheeler insurance
have risen the most - by 12-21 percent
- across engine capacities. For private
cars, the maximum increase is 6 per-
cent.

"The Ministry of Road Transport and
Highways' move to increase the pre-
mium on third-party motor insurance
after two years is a step in the right
direction, but unlikely to fully offset the
segment's underwriting losses," the
rating agency said in the report.

Third-party insurance cover is for other
than own damage and is mandatory
(as per the Motor Vehicles Act, 1988)
to purchase along with own damage
cover.

Underwriting losses occur when claims
are higher than the premium income
of an insurance company.

The last time premiums were hiked
was in June 2019 and thereafter poli-
cyholders were given some respite
because of the COVID-19 pandemic,
the agency said.

Its Senior Director and Deputy Chief
Ratings Officer Krishnan Sitaraman said
underwriting losses remain high in
motor insurance because the premi-
ums earned on policies are inadequate
to pay the claims made by the palicy-
holders.

"Therefore, any increase in premium
helps in reducing losses. So, while this
latest increase in premiums will offer
a breather, it won't be enough to
stanch the bleeding," Sitaraman said.

Digit Insurance targets $5

billion in IPO valuation

Digit Insurance, backed by Canadian
billionaire Prem Watsa's Fairfax Group,
is considering raising about $500 mil-
lion in an initial public offering (IPO) at
a valuation of $4.5 billion to $5 billion,
three people aware of the matter told
Reuters.

Founded in 2017, Digit is trying to capi-
talise on India's under-penetrated gen-
eral insurance market along with users'
need for a better customer experience
like easier claim settlements, though
IPOs in the country have not done well
in the past few months.

Digit has appointed Morgan Stanley
and Indian investment bank ICICI Secu-
rities as bookrunners for the deal. It
plans to file its draft documents to the
markets regulator by September and
list by January, said the people, who
sought anonymity as they were not
authorised to talk to the media.

A spokesperson for Digit declined to
comment on "speculation". ICICI too
declined to comment while Morgan
did not respond to emails seeking com-
ment.

Digit was valued at close to $4 billion
earlier this month when it raised a
tranche of funding. It has so far raised
more than $400 million from Sequoia
Capital, A91 Partners and Faering Capi-
tal, besides Fairfax. O
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News

IRDAI mulls linking insur-
ance fraud with credit

score

IRDAI is considering a proposal to make
insurance frauds a parameter for cal-
culating credit scores in an attempt to
putalid on theincrease in such activity.

The proposal, which is a part of the rec-
ommendations made by a working
group formed by IRDAI and the Gen-
eral Insurance Council, suggests that
insurance frauds should feature when
the risk profiles of individuals are evalu-
ated and should be used to calculate
their credit scores.

A poor credit score can deprive a per-
son of financial services such as loans
and credit cards, and deter him from
indulging in fraud.

While making a case for this proposal, the
working group said a fraud attempt on
aninsurance company can bereplicated
with other financial institutions, too.

The proposal is being considered by the
insurance regulator, as such frauds
have been costing insurers dearly, with
some estimates pegging their losses at
over Rs. 45,000 crore a year. This has
prompted insurers to jack up premiums
for customers to offset such losses, the
working group has said.

With more insurance penetration in the
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country, and the government's push to
insure every citizen, fraudulent and sus-
picious activities have risen phenom-
enally, and need intervention, the group
added.

Removal of pre-approval
for life cover products will

push innovation

IRDAI's decision to do away with pre-
approval for launch of life insurance
products will go along way in providing
ease of business, innovation in the in-
dustry, according to experts.

The regulator had recently, permitted
life insurers to launch products without
prior approval. The move will enable
the launch of most products (exceptin-
dividual savings, individual pensionand
annuity) in a timely manner according
to the dynamic needs of the market,
according to the regulator.

"This is a forward looking and progres-
sive move for the industry as the prin-
ciple-based approach encouragesinsur-
ers to be more responsible and innova-
tive in their product designs. It will add
momentum to the insurance sector,
both in terms of designing and pricing,"
Subhrajit Mukhopadhyay, Executive Di-
rector, Edelweiss Tokio Life said.

This will significantly improve the time
to market, thus, enabling insurers to

respond to the dynamic needs at a
quicker pace, he added.

The nod, however, comes with certain
conditions that the insurers should put
in place a board-approved policy on
product and pricing. "This makes man-
agement of insurance companies more
disciplined and steps on focus on corpo-
rate governance," said Vice-President
of a private life insurer.

IRDAI told to look into role
of agents selling life poli-
cies

The National Consumer Disputes
Redressal Commission (NCDRC) has di-
rected the IRDAI to look into the role of

insurance agents selling life insurance
policies.

The apex consumer commission asked
the IRDAI to issue fresh guidelines and
modify proposal forms to clearly bring
to the notice of customers that non-dis-
closure of medical conditions would lead
to repudiation.

A bench of presiding member Dr S M
Kantikar and member Binoy Kumar said
this would avoid unnecessary mental
agony and expenses of the insured.

The NCDRC was hearing an appeal filed
by HDFC Standard Life Insurance Com-
pany Limited challenging an order of the
state consumer disputes redressal com-




mission in Jaipur, which ruled in favour
of the consumer.

The apex consumer commission said
suppression of facts in the proposal
form in this case vitiated the case of
the complainant.

"The appeal is allowed and the order of
the state commission is set aside. We
also advise the Insurance Regulatory
and Development Authority of India
(IRDAI) to issue fresh guidelines on the
conduct and responsibilities of the in-
surance agent when dealing with life
insurance policy on the need for full dis-
closure of all diseases suffered by the
customerin the proposal form and im-
plications of non-disclosure. The pro-
posal form can also be suitably modi-
fied to this effect," the NCDRC said.

PMIJIBY: IRDAI cases capi-
tal requirement to attract

insurers

After the recent hike in the premium
rate, thelRDAI relaxed capital require-
ment norms significantly for insurersto
encourage their participation in the
government's flagship programme
Pradhan Mantri Jeevan Jyoti Bima
Yojana (PMJIBY).

The regulator has reduced the capital
required to be held by insurers offering
PMJJBY by almost 50 per cent.

This move will enable life insurers to
offer more policies under the scheme,
and provide financial security to the
bottom of the pyramid of the Indian
population through life insurance,
IRDAI said in a statement. The easing
of capital requirements by IRDAI will
accelerate the penetration of life insur-
ance in India and will support the life
insurers in achieving the target set by
the government. The government has
recently hiked the premium rates for
the two flagship schemes, PMJIBY and
Pradhan Mantri Suraksha Bima Yojana,
to make these schemes viable.

IRDAI sets up committees
to suggest industry over-

haul

To overhaul the insurance sector, the
IRDAI has formed various committees
through the General Insurance Council
(GIC) to suggest reforms in several ar-
eas of general, reinsurance and life in-
surance such as regulation, product,
distribution, among others.

These panels include heads of private
and public sectorinsurance companies,
members of IRDAI and representatives
from the council, said an official.

To overhaul the insurance sector, the
IRDAI has formed various committees
through the General Insurance Council
to suggest reforms in several areas of
general, reinsurance and life insurance
such as regulation, product, distribu-
tion, among others.

These panels include heads of private
and public sectorinsurance companies,
members of IRDAI and representatives
from the Council, said an official.

IRDAI working group sug-
gests relaxing investment

norms for insurers

A panel formed to suggest overhaul of
the general insurance industry has rec-
ommended that insurers relax invest-
ment rules, such as permitting invest-
mentin Additional Tier-1 (AT-1) bonds of
banks, removing the criteria of equity
investments only in dividend yielding
companies, and increasing investments
in infrastructure sector through banks.

The panel's report has been submitted
to the IRDAI, and is being reviewed by
the regulator, said an official. The panel
included representatives from IRDAl and
chiefs of non-life insurance companies.

The committee has suggested allowing
insurers to invest in AT-1 perpetual
bonds of banks that have declared divi-

dend for the preceding two years, ex-
ceptin cases where the bank is a pro-
moter entity of the insurer. AT-1 bonds
offer higherreturn to the investors, and
presently insurance companies are not
allowed to invest in such instruments.

The committee comprised Anjan Dey,
Chairman And Managing Director
(CMD) of Oriental Insurance; Ritesh
Kumar, MD of HDFC ERGO General In-
surance; Anuj Gulati MD of Care Health
Insurance; V. Suryanarayanan MD of
Cholamandalam MS General Insurance;
A. Ramana Rao, General Manager of
IRDAI; and Y. Srinivasa Rao, Deputy
General Manager at IRDAI.

IRDAI reduces solvency
margin requirement for

crop business

IRDAI has reduced the solvency margin
requirement for general insurers doing
crop business. The decision can free up
acapital of Rs 1,400 crore, which IRDAI
expects will increase the capacity of
general insurers to underwrite more
business.

"Itis expected that the effect of this re-
laxation will be positive on the Industry
as it will free up the capital, which can
be utilised for underwriting more busi-
ness," the regulator said in a statement.

IRDAI has been relaxing the period of
admissibility of premiums due from
state governments for solvency pur-
poses from 180 days to 365 days since
2017-18. It has now decided to extend
this relaxation from FY23 onwards until
further orders. "This move will improve
the solvency status of the general in-
surance industry as a whole," it said.

In a circular, the regulator has stated
that premium receivables related to
state- and central government-spon-
sored schemesforall quarters ofthe FY23
and onward to the extent that they are
not realised within a period of 365 days
will be placed with value zero.
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IRDAI weighs allowing

loans to buy insurance

IRDAl is examining a proposal that may
allow customers, both retail and cor-
porate, to take loans for buying an in-
surance and spread premium payment
over longer duration. Known as pre-
mium financing in insurance parlance,
at present the structure is not available
in the country.

A senior executive aware of the devel-
opments said the move is aimed at in-
creasing insurance penetration, reten-
tion, reducing protection gap and also
creating new avenues of consumer and
corporate financing.

"It is being looked at. Necessary
amendments will be required in the In-
surance Act, for which the government
also needs to be on board," he added.

Under premium financing, broker or
insurer will offer the retail customer an
option to spread the cost of insurance
over a period of instalments rather than
to pay a single premium in one lump
sum before the policy commences.

Surety Bonds stuck: IRDAI
asked to come up with

model product

In a bid to break the deadlock over the
launch of Surety Bonds, the Ministry for
Road Transport & Highways (MORTH) has
asked insurance regulator IRDAI to de-
velop a model product on Surety Bondsin
consultation with general insurers.

Road Transport Minister Nitin Gadkari
had met the CEOs of some general in-
surance companies along with SN
Rajeswari, Member-Distribution, and
acting in charge of Non-life, IRDAI, in
New Delhito fix some of legal and tech-
nical hitches that are preventing the
general insurers from launching Surety
Bonds, which can replace expensive
Bank Guarantees. All macro rules and
regulations as prepared by the govern-
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ment of India and IRDAI were already
in place since April 1.

The minister, who discussed several
challenging issues which made Surety
Bond a complete non-starter with the
insurers, proposed to the IRDAI that it
should design a model product having
all the basic features that can be given
tothemforits launch."The insurerscan
further improvise the product accord-
ing to their capacity and on the basis of
reinsurance support," said the CEO of a
general insurance company, who had
attended the meeting.

Asurety bond is provided by the insur-
ance company on behalf of the contrac-
tor to the entity, which is awarding the
project. When a principal breaks a
bond's terms, the harmed party can
make a claim on the bond to recover
losses.

Tier-2, 3 cities see demand
for new-age products like

cyber insurance: Report

There is a great market opportunity for
new-age insurance products like cyber
insurance, especially in tier- 2 & 3 cit-
ies, according to an online survey by
Policybazaar.

The findings showed around 23% of re-
spondents had a cyber insurance policy
in place. This represents a significant
proportion of cybersecurity coverage in
acountry like India where the penetra-
tion of fundamental products like life
and health insurance is still low.

Policybazaar conducted the survey to
closely analyse consumer awareness
levels and uptake of emerging protec-
tion products in India to observe the
National Insurance Awareness Day
2022. The brand surveyed over 4500 of
its customers and app/website visitors
regarding relatively lesser-known prod-
ucts including cyber insurance, mental
health insurance, home insurance and
pet insurance.

The overall findings of the survey de-

picted a huge scope for awareness and
purchase consideration for these prod-
ucts, with cyber insurance being an ex-
ception.

Another remarkable trend observed
here was that nearly 48% of respon-
dents in tier 2 & 3 cities had bought or
showed the willingness to buy insur-
ance, as opposed to 36%in tier-1 cities.
The results clearly draw a parallel be-
tween growing internet consumption
in smaller cities of India and starkly simi-
lar awareness levels to safeguard that
consumption.

IRDAI reduces solvency

margin

IRDAlhas reduced the solvency margin
requirement for general insurers pro-
viding crop insurance, a decision ex-
pected to unlock Rs 1,400 crore of funds
for them to undertake more business.
The decision, Insurance Regulatory and
Development Authority of India (IRDAI)
said, is part of series of reforms it has
undertaken to increase insurance pen-
etration in the country.

In a press release, IRDAI said it has re-
duced the solvency margin requirement
forinsurers doing crop business.

"This move will increase the capacity of
general insurers to underwrite more
business," it added.

Solvency margin, a key indicator of fi-
nancial health of an insurer, refers to
the difference between its value of as-
sets and liability. Regulator fixes the
solvency margin for insurers.

IRDAI said since fiscal 2017-18, it has
been relaxing the period of admissibil-
ity of premium due from government
for solvency calculation purpose from
180 days to 365 days.

"Now, it has been decided to extend
the above relaxations from FY 2022-23
onwards till further orders. This move
will improve the solvency status of the
general insurance industry as a whole,"
the regulator said. O
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LIC Q4 net profit down 18%
to Rs. 2.371 crore

Life Insurance Corporation of India said
its consolidated net profits for the quar-
ter ended March stood at Rs 2,409.39
crore, down 17.41 per cent compared
to Rs 2,917.33 crore in the same quar-
ter last year.

Net premium income stood at Rs
1,44,158.84 crore, up 17.88 per cent
from Rs 1,22,290.64 crore in the corre-
sponding quarter year ago. This is the
first earnings statement from the insur-
ance behemoth after getting listed on
the bourses.

India's largest insurer also announced
a dividend of Rs 1.50 per share, it said
in a regulatory filing.

The company's income from invest-
ments came in at Rs 67,855.59 crore,
almost flat compared to 67,684.27
crore in the year-ago quarter.

The 13th-month persistency ratio stood
at 69.24 per cent compared to 73.94
per centin Q4 of last year. Similarly, the
25th-month ratio was at 68.23 per cent
versus 62.73 per cent and the 61st-
month ratio at 55.61 per cent com-
pared to 54.43 per cent.

The company said its income from first
year premium increased 32.65 per cent
to Rs 14,663.19 crore, from renewal
premium 5.37 per cent to Rs

71,472.74.05 crore and from single pre-
mium up 33.70 per cent to Rs 58,250.91
crore.

LIC clocks record Rs. 42000

crore profit from market

LIC has made a record profit of Rs
42,000 crore from equity sales in FY
2021-22, higher by 16.66 per cent from
Rs 36,000 crore in the year ago period.

The rise in profit came despite the stock
market showing huge volatility during
the financial year. LIC has been a
contrarian player in the market.

The corporation which announced its
results saw its standalone net profit
declining by 18 per cent to Rs 2,371.55
crore in the quarter ended March 2022,
compared to Rs 2,893.48 crore in the
year-ago period.

However, clarifying on the drop of net
profits, Raj Kumar, MD, LIC, said," Ear-
lier the profits were declared at the end
of the year only. So that's why the quar-
terly numbers are not comparable. This
year's (FY22) Q4 number is not compa-
rable with the Q4 of last year (FY21)
because it was for the full year (FY21)."
From September 2022 onwards, the
comparable data points will be avail-
able, he said.

Kumar said the corporation's product
mix is dominated by the participating

(par) business but going furtherits driver
of growth will be non-participating
(non-par) business. "We have already
decided that in future we will be launch-
ing only non-par products. With the
product mix changing towards the non-
parside in the future at a greater pace
than the par side, the value of new busi-
ness will be created. That is the strat-
egy we are adopting," he said.

A participating (par) life insurance policy
allows policyholders to participate in
the profits of a life insurance company,
while a non-participating (non-par) plan
does not offer any dividend payouts.

Need capital to grow busi-

ness, says LIC chief

Life Insurance Corporation of India's
maiden dividend failed to enthuse its
investors, but the insurer highlighted
that it needs capital for growing the
business and maintaining solvency mar-
gin. The board of LIC approved a divi-
dend of Rs. 1.5 per share, which trans-
lates to a payout of Rs. 948.75 crore
aggregating to about 23.46 per cent of
profit after tax.

"Qut of the Rs. 4,043 crore of profit,
the balance remains with shareholder.
LIC also needs capital for growing the
business. We need to have available
solvency margin," said Raj Kumar, Man-
aging Director, LIC.
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"The retention of other earnings is for
the growth of the organisation and ben-
efit of shareholders," he stressed.

The insurer, which also announced its
financial results, said the results for the
fourth quarter of 2021-22 are not com-
parable with that of the fourth quarter
of 2020-21. "Earlier, profits were de-
clared at the year-end. So the fourth
quarter numbers are not comparable,”
Raj Kumar said, adding that the full fi-
nancial year numbers would be a cor-
rect measure for comparison.

LIC had reported standalone net profit
of Rs. 2,371.55 crorein Q4-FY22, down
18 per cent from Rs. 2,893.44 crore a
year ago. For 2021-22, its net profit rose
39.4 per cent to Rs. 4,043.12 crore
(from Rs. 2,900.56 crore in 2020-21.

Kumar said the numbers from the sec-
ond quarter would be comparable as LIC
had started releasing quarterly perfor-
mance figures from September 2021.

LIC: Determination of em-
bedded value to complete

soon

LIC said the exercise to determine the
Indian Embedded Value (IEV) as of
March 31, 2022, will take some more
time to complete. It expects the
completion before July 15.

In its update on stock exchanges, LIC
said, "it is informed that the exercise of
determining the Indian Embedded Value
(IEV) as of March 31, 2022, may take
some more time to get completed."

"Once completed and after requisite
approvals, the required public disclo-
sures of the same, will be made in this
regard," LIC added.

LIC expects to give a public disclosure
ontheembedded value by July 15, 2022.

An embedded value is a commaon valu-
ation indicator that represents a life
insurance company's estimated value
to shareholders. The EV is calculated
by adding the insurer's present value of
future profits to the net asset value
(NAV).

It needs to be noted that the future in-
come of a life insurer is the premiums
they received from policyholders, while
future outgoings are the claims they
pay to policyholders along with other
expenses. The difference between fu-
ture income and outgoings combined
with income on and release of statu-
tory reserves results in future profit.

Meanwhile, NAV is the difference be-
tween the total assets and liabilities of
the company.

On BSE, LICshares closed at Rs. 678.90
apiece up by 2.34%. At the closing price,
LIC's market wvaluation is Rs.
4,29,404.09 crore.

LIC share price dips 30 per
cent, experts advice pa-

tience

The sharp correction in the share prices
of LIC post its discounted listing on May
17 has dealt a major blow to its inves-
tors as the market capitalisation of the

state-run insurer has come down to Rs
4.19 lakh crore from Rs 6 lakh crore
(based on the upper end of its IPO price
(Rs 949)), wiping a total of Rs 1.81 lakh
crore.

Amid this gloom and doom, what should
those investors, who are stuck with LIC
shares at IPO price of Rs 949, do? Ac-
cording to equity market analysts, while
this sharp decline is a big disappoint-
ment, investors should remain patient
as the stock may stage a comeback. VK
Vijayakumar, chief Investment Strate-
gist at Geojit Financial Services said that
LIC stock's performance post IPO has
been a big disappointment. He, how-
ever, says thatitis too early to conclude
that the share price won't reach the
IPO price in the next one year. If the
Q1FY23 results of LICare good, the stock
may stage a comeback but itis likely to
underperform if there is a rally in the
market."

In the fourth quarter of 2021-22, LIC
reported a profit of Rs 2,409 crore (17%
lower YoY) on May 30, which by no
means is a small number. However, this
could not lift the investor sentiments
amid weak global cues and the stock's
downfall escalated afterward. Even MD
Rajkumar's commentary that they
would be working to increase the share
of non-participatory products in their
portfolio to improve profitability and
that they are now working on deter-
mining the crucial Indian Embedded
Value (IEV) for March 31, 2022, that
would be ready by June quarter could
not arrest the downfall. O

Edelweiss General Insurance partners NBFC Avanse for student travel insurance
Edelweiss General Insurance (EGI) has partnered with Avanse Financial Services, an education-focused NBFC, to pro-
vide student travel insurance to overseas academic aspirants financed by Avanse. EGI's student travel insurance takes
care of medical expenses and protects students from emergencies and losses. EGl's plan offers complete coverage
against medical, stay and travel inconvenience-related covers, thereby ensuring a worry-free, study and stay period
for students. Students will also have the choice to customize their plan with optional covers as per their needs and
requirements from universities, said the firm.

Shanai Ghosh, executive director & CEO, Edelweiss General Insurance, said, "We are happy to partner with Avanse
Financial Services in empowering the students to realize their aspiration of studying in universities overseas without
having to worry about the financial stress arising out of studying and living overseas."
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Insurers caution against

Covid claims

After a lull, there is once again an in-
crease in claims related to Covid in the
wake of increasing cases, according to
insurers. Major general insurers and
standalone health cover providers have
been witnessing an increase in the
number of claims.

"We are watching the scenario care-
fully. Instead of roughly 10 claims per
day a couple of months ago, there are
about 50 to 60 these days," S Prakash,
Managing Director, Start Health and
Allied Insurance Company, told.

We are advising policyholders not to
take unnecessary and expensive treat-
ments such as cocktail therapies and
CT scans in panic without proper ad-
vice. Hospitalisations are very few in
the fourth wave, compared to the pre-
vious ones," said Prakash, who is also
a medical doctor.

According to industry data, 98 per cent
of Covid claims originate from general
health insurance policies, and only two
per cent are Covid-specific policies
such as Carona Kavach.

"There has been a spurt in the intention
to take insurance after the terrible sec-
ond wave of the pandemic in India. The
severity of the third wave was relatively
less and hospitalisation claims had de-
creased. We see a similar trend in the

fourth wave," said the head of under-
writing at a major general insurer.

"But we are concerned as the govern-
ment machinery has not fully woken
up. Booster doses should begin in the
public distribution programme imme-
diately," he added.

Unwarranted and costly therapies
could lead to an escalation in treat-
ment costs and claims, leading to
higher premiums, which will push cus-
tomers and insurers into a 'vicious
circle' , according to insurers.

The total number of Covid cases
climbed to 4,33,19,396 with the addi-
tion of 9,923 fresh cases, according to
data released by the Health Ministry.
The number of active cases increased
to 79,313. The death toll increased to
5,24,890 with 17 deaths.

The demand for health cover has been
increasing, say insurers. "In the last
two years, awareness about health
insurance has increased considerably,
and the industry foresees a steady
spike in the coming years," said
Shreeraj Deshpande, Head - Health
Businesses, SBl General Insurance.

"We have also seen an uptick in health
insurance policy renewals. The pan-
demic has impacted the urban and
rural sectors and drawn attention to
the need forcustomised products that
meet customer requirements," he
added.

IRDAI eases approval for

health insurance products
IRDAI extended the "Use and File" pro-
cedure to all health insurance prod-
ucts, facilitating faster customer ac-
cess to health policies.

All categories of products and add-ons
or riders to be introduced or modified
or revised under health insurance busi-
ness and offered by general and health
insurance companies are permitted to
be launched through "Use and File",
IRDAI said in a circular to the CEOs of
insurance companies.

Health portfolio has emerged as the
biggest segment in the general insur-
ance category with a premium income
of Rs 73,582 crore in FY22, a rise of
25.39 per cent. Under the "Use and
File" system, insurers are permitted to
market products without the
regulator's prior approval, thus avoid-
ing a longer waiting duration in offer-
ing innovative insurance solutions to
customers in order to help address the
dynamic environment. However, in the
"File and Use" system, an insurer, who
wishes to introduce a new product, has
to file an application for the product
with the IRDAI and use the product for
sale in the market only after getting all
the regulatory approvals.

"The board approved policy shall also
comply with the norms specified herein
and the same shall be complied at the

The Insurance Times, July 2022



point of launching the products or
modification or revision of the prod-
ucts. The Product Management Com-
mittee of the insurer should ensure
compliance to the policy of the board
while signing of the new products or
maodification of products,” IRDAI said.

Tapan Singhel, MD and CEO, Bajaj
Allianz General Insurance, said, "the
proactive initiative by IRDAI will pro-
vide some necessary mechanisms to
insurance companies who wish to
bring out more innovative products in
the market at a faster frequency."
Customers have the opportunity to
choose from a plethora of insurance
products that best suits their needs and
thus secure their lives against any exi-
gencies, Singhel said.

Insurers should file the proposed name
of the product, date of approval by
Product Management Committee and
they should obtain the UIN. "Thereaf-
ter, insurers should file the product
along with all other with the authority
within 7 days of launch of the prod-
uct," the circular said.

Insurers should ensure that the prod-
uct pricing is viable, self-sustainable
and affordable to the targeted market.
The revision in the price, if any, should
be effected only based on the underly-
ing claims experience (Incurred Claims
Ratio) and to make the product viable
and self-sustainable. Insurers should
disclose the rationale for revision in
price along with the underlying claim
experience (ICR) of the product that
lead to the revision in the price in their
website.

Government working 're-
lentlessly' to strengthen
health services across
country: Union Health

Minister

The central government is working 're-
lentlessly' to strengthen the health
services in the country so that every
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citizen is able to access quality medi-
cal treatment, Union Health Minister
Mansukh Mandaviya said.

"Prime Minister Narendra Modi's gov-
ernment is working relentlessly to
strengthen the health services across
the country to ensure that every citi-
zen has access to quality health today,"
he said.

Bajaj Allianz launches
product to provide global

health insurance coverage
Bajaj Allianz General Insurance an-
nounced the launch of a new health
insurance product 'Global Health Care'.

Itis a comprehensive health indemnity
insurance product that provides seam-
less cover to the policyholder for
planned as well as emergency treat-
ment availed for domestic and interna-
tional usage.

The USP of the product is that it allows
insured members to plan any treat-
ment abroad or in India availing the
best medical facilities anywhere across
the globe.

Bajaj Allianz General Insurance has
collaborated with Allianz Partners to
provide a seamless claims experience
through the company's extensive glo-
bal network and quality claim settling
capabilities.

The product offers one of the widest
sum insured starting Rs. 37.50 lakh to
Rs. 3.75 crore ($100,000 to S
1,000,000). It is available with two
plans namely 'Imperial Plan' and 'Im-
perial Plus Plan' offering international
and domestic Covers.

Commenting on the product launch,
Tapan Singhel, MD & CEO, Bajaj Allianz
General Insurance said, "We firmly
believe that best in class medical care
can increase life expectancy and im-
prove quality of life. Many of us want
to look at international treatment op-
tions for our loved ones and ourselves
but we seldom opt for it considering

the massive expenses foreseen, and it
can potentially diminish the life savings
of an individual.

QOur Global Health Care product ad-
dresses these reservations providing
relief in opting for best-in-class treat-
ment globally without worrying about
the financial burden."

Charu Kaushal, Chief Executive Officer,
Allianz Partners India, said, "We are
delighted to partner with Bajaj Allianz
for the launch of the industry-first
health insurance plan - Global Health
Care which uniquely combines the in-
ternational healthcare footprint of
Allianz Partners, enhanced product
features and a hassle-free claim settle-
ment process.

The plan enables our customers to
avail of planned or emergency treat-
ment anytime around the world, sup-
ported by our vast medical network.
We are excited to embark on this jour-
ney with Bajaj Allianz to jointly deliver
best in class and customer-centric
healthcare solutions."

ManipalCigna launches
health policy covering OPD
expenses up to Rs. 50,000

ManipalCigna Health Insurance Com-
pany Ltd. has forayed into cashless
OPD with the launch of ManipalCigna
ProHealth Prime offering day-to-day
healthcare expenses such as consulta-
tion fees, prescribed diagnostic tests
and pharmacy expenses.

As per the company, In India, approxi-
mately 65% of healthcare expenditures
are out-of-pocket expenses, which are
not covered by most health insurance
policies in the market. To help reduce

such spending, ManipalCigna
ProHealth Prime will give policy hold-
ers Rs. 20,000, Rs. 30,000 or Rs.

50,000 per policy year, to cover outpa-
tient expenses, including dental, vision,
physical doctor consultation fees, pre-
scribed medicines, etc. O
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Premium raised for

flagship govt insurance

schemes

The government raised the premium
for its flagship insurance schemes --
Pradhan Mantri Jeevan Jyoti Bima
Yojana (PMIJIBY) and Pradhan Mantri
Suraksha Bima Yojana (PMSBY) in order
to make them economically viable. The
premium rate of PMIJBY has been
revised upward to Rs 1.25 per day,
translating into an increase from Rs
330 to Rs 436 annually.

The annual premium for PMSBY has
been hiked from Rs 12 to Rs 20, an
official statement said. The new
premium rates are effective from June
1, 2022. In percentage terms, the
premium increase is 32 per cent in
case of PMIJBY and 67 per cent for
PMSBY.

The decision has been taken in view of
the long-standing adverse claims
experience of the schemes, it added.

The number of active subscribers
enrolled under PMJJBY and PMSBY as
on March 31, 2022 were 6.4 crore and
22 crore, respectively.

Since the launch of the PMSBY, an
amount of Rs 1,134 crore has been
collected by the implementing

insurers towards premium and claims
of Rs 2,513 crore have been paid as on
March 31, 2022.

Further, an amount of Rs 9,737 crore
has been collected by the
implementing insurers towards
premium and claims of Rs 14,144 crore
have been paid under PMIJIBY as on
March 31, 2022.

Claims under both the schemes have
been deposited into the bank accounts
of the beneficiaries through the direct
benefit transfer (DBT) route.

The transmission of benefits through
these schemes were closely monitored
during COVID-19 and a host of
measures were taken to simplify the
procedures and expedite claims,
including, outreach programmes and
messages from the banks to reach out
to beneficiaries of the people who died
during the pandemic, simplifying claims
form and proofs of death and many
more, it said.

Canara HSBC Life to
double branch network to
103 in 3-4 months

Canara HSBC Life Insurance, which is
riding strong on its bancassurance
model, wants to plumb deep into the

large customer base of its promoter
shareholder Canara Bank and is looking
to double its penetration there from
the current 1.5 per cent to 3 per cent
over the next two years, Anuj Mathur,
Managing Director & CEO, has said.

Mathur also said in the next 3-4
months, Canara HSBC Life Insurance
will set up nearly 50 new standalone
branches (besides the almost 10,000
branches of its shareholder banks),
taking its overall branch network to
103 from 54 now.

The new physical branches of the life
insurer are expected to enhance its
footprint in Tier 2 and Tier 3 cities.
They will be used both for customer
service and for new business.

"Our decision to double the company's
branch network in next 3-4 months
shows our confidence . You will not
double up branches in three months if
you are not very confident about
business", Mathur told.

SEBlI directs MFs to

discontinue bundling SIPs

with insurance cover

SEBI has directed mutual funds (MFs)
to stop providing insurance cover as an
attraction for wooing systematic
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investment plan (SIP). In a direction to
the Association of Mutual Funds in
India, SEBI had told the industry body
to notify its members to not bundle
insurance facility with new MF
schemes and also discontinue the
option in existing schemes.

Insurance benefit was usually
combined in SIPs started in equity and
hybrid plans, and the asset
management company paid the life
insurance which is usually very low
given the huge volume generated.

In a bid to make investors continue
with SIP for a longer term, MFs have
started combining insurance with
schemes. Since most of the large fund
houses have an insurance company
within the group, it was sort of
additional business for them.

Pandemic leads to excess
deaths in 2020 & 2021 at
4,7m

A new research paper based on
insurance policy claims data estimates
0.56 million excess deaths in India in
2020 and 4.15 million excess deaths in
2021, or a total of 4.71 million excess
deaths in the pandemic years.

The calculations in the paper are
based on death claims settled by all life
insurers as reported by the Insurance
Regulatory and Development
Authority till March 2021, death claims
settled by Life Insurance Corporation of
India in April-December 2021, and civil
registration system data on death
registration in India during 2017-20.

"Based on an entirely different data
source (life insurance claims), we show
that death registrations in 2020 were
likely short by 0.56 million. We also
contend that there were likely 4.15
million additional deaths in 2021 than
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the government's estimated total for
pre-pandemic 2019. Taken together,
these numbers significantly exceed the
government's official number of
4,81,000 (0.481 million) Covid-19
deaths in 2020 and 2021," stated the
paper.

Their method
assumption that the ratio of death
claims settled to the number of deaths
registered in 2020 and 2021 is similar
to that during 2016-19, since the ratio
has remained quite steady - 24.53% in
2017, 24.12% in 2018, and 23.68% in
2019.

is based on the

For 2020, the authors used the actual
death claims settled to estimate the
missing death registrations.

"This is hard data, not an estimate,"
stated the authors. Based on partially
available data, the authors state they
have conservatively estimated that the
number of death claims likely to be
settled in 2021 would be about 3.003
million. "There is a process that
connects 'claims settled' and 'deaths
registered'. The chain of events
leading to a death claim being settled
is: (i) an insured person dies; (ii) the
death is registered and documentation
obtained; (iii) a death claim is filed
with a life insurer and is settled by the
insurer based on the evidence of death
(for example, death certificate
produced through the registration
process)," explained the authors.

They give a disclaimer that they did
not find data to estimate the
proportion of death claims settled to
the actual number of lives lost to
account for a person with multiple life
insurance policies.

The paper argued that death claims
settled are a good proxy for death
registrations given how steady the
ratio between claims and registered

deaths has been. Then, using data on
new individual policies sold in 2019 and
2020, they conclude that through- out
2020 and 2021, the number of policies
in effect is likely not very different
from the number of policies in effect
in earlier periods.

Using the data, they calculated the
estimated number of deaths during
2020 at 86.81 lakh.

However, the actual deaths registered
in 2020 were just 81.5 lakh. Thus they
estimate that 5.6 lakh or 0.56 million
deaths are missing from 2020 death
registration data.

HDFC Life urges IRDAI to
allow life insurers sell

other financial products
HDFC Life Insurance Co is in talks with
the Insurance Regulatory and
Development Authority of India (IRDAI)
to allow life insurance companies to
sell other regulated financial products,
Deepak Parekh, chairman of the life
insurance company, said at the 22nd
annual general meeting. The move will
help enable insurance companies to
expand their reach and also improve
customer experience.

There are 24 lakh insurance agents
registered with life insurance
companies, which provide a significant
source of income for a large number
of agents, Parekh said.

"l would also like to thank our
regulator, the IRDAI, for its continued
guidance and support to the industry
in these challenging times. | am
confident that the insurance regulator
will continue to display its firm
commitment to carry out reforms for
increasing insurance penetration and
facilitating sustainable growth of the
industry," he said. O
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Life insurance industry in
Asia-Pacific records high-
est growth of 7% over last
five years in 2021

Asia-Pacific’s life insurance industry
recorded 7% growth in 2021, the high-
est since 2016, due to increased insur-
ance awareness as macroeconomic
imbalances highlighted the importance
of financial security in the wake of
COVID-19 pandemic, says GlobalData,
a leading data and analytics company.

As per GlobalData, the life insurance
industry written premiums in the Asia-
Pacific region are expected to grow at
a compound annual growth rate
(CAGR) of 6.5% over 2021-2026 from
$1.30 trillion in 2021 to $1.77 trillion
in 2026.

Deblina Mitra, Senior Insurance Ana-
lyst at GlobalData, comments: “De-
spite the economic challenges in 2020,
the life insurance industry bounced
back as the COVID-19 pandemic high-
lighted the importance of life insurance
for financial security. The industry’s
growth doubled in 2021 aided by the
economic recovery.”

China, Japan, Taiwan, South Korea, and
India were the top five regional mar-
kets, accounting for 85% of the region’s
consolidated written premiums in 2021.
China and India were the major growth

drivers with double-digit growth in 2021
and are expected to maintain a CAGR
above 7% over 2021-26.

Japan, Taiwan, and South Korea are
among the most saturated life insur-
ance markets. These markets are ex-
pected to record a CAGR of 4.7%,
3.8%, and 3.1%, respectively, over
2021-26.

Personalization, mental health, well-
being, and environmental, social, and
governance (ESG) were some of the
key trends witnessed in the APAC life
insurance industry. Examples of per-
sonalization include the AIA Connect
app by AlA Hong Kong, which guides
customers in recognizing the protec-
tion gap with their existing life policies
through cloud computing and Al.

With an increase in cases, mental
health’s inclusion in life insurance was
a notable development in the last
couple of years. For example, Austra-
lia-based TAL partnered with virtual
healthcare provider Teladoc Health to
provide a tailored treatment plan.

Regional insurers including Nippon Life
and Dai-ichi Life in Japan, Shinhan Life
in South Korea, and Axa and Manulife
in Hong Kong increased their ESG com-
pliant investments as part of sustain-
able practices. These trends are ex-
pected to gain strong traction over the
next five years.

Mitra concludes: “The life insurance
industry in the Asia-Pacific region is
expected to maintain steady growth
over the next five years, driven by its
underpenetrated emerging markets,
improvement in the standard of living,
and increased insurance awareness.
Furthermore, the industry will see
major insurtech developments to ad-
dress demographic challenges and pro-
vide personalized insurance.”

UK motor insurance indus-
try to cross GBP20 billion
by 2026

The UK motor insurance industry is
projected to grow at a compound an-
nual growth rate (CAGR) of 2.3% from
GBP18.4 billion ($25.5 billion) in 2021
to GBP20.6 billion ($31.3 billion) in
2026, in terms of direct written premi-
ums (DWP), according to GlobalData,
a leading data and analytics company.

GlobalData’s latest report, ‘United
Kingdom (UK) General Insurance Mar-
ket, Key Trends and Opportunities to
2025’, reveals that the UK motor insur-
ance industry will witness growth of
1.5% in 2022 and 6.7% in 2023 in terms
of DWP due to the increasing cost of
comprehensive motor insurance plans
on the back of rising inflation, easing
of COVID-19 restrictions and an in-
crease in vehicles sales. O
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COMBATING
GLIMATE
CHANGE WITH
GAT BONDS

Introduction

From melting glaciersinthe polar regionsto increased bush-
fires in Australia, we are witnessing more and more severe
climate phenomena which are wreaking havoc everywhere.
Climate change is a global reality now and it is adding to both
the frequency and severity of natural catastrophes and
weather- related disasters.

Though estimates vary, global economic losses from natural
catastrophe events in 2020 were estimated at approximately
USD 190 billion.

Even as awareness about climate change is growing and
global initiatives are being made to slow down the pace and
initiate corrective measures towards reducing the emission
of harmful gases severe weather events are exacting a heavy
toll on human lives and property.

Nandita Banerjee
Retired Manager
. National Insurance Co. Ltd.
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Hence financial initiatives are also called for side-by-side with
corrective measures to provide immediate financial relief for
losses caused by natural disasters.

How CAT Bonds originated

CAT Bonds developed to help mitigate the heavy costs of
severe natural disasters.They were developed and first used
in the mid-1990s in the aftermath of Hurricane Andrew and
the Northridge Earthquake in the USA.

Hurricane Andrew struck Florida and the Gulf Coast in the
year 1992. It led to USD 27 billion in damages, of which USD
15.5 billion was covered by insurance. As Hurricane Andrew
was the costliest hurricane to ever make landfall in the United
States at that time, it led to one of the most difficult periods
for the property and casualty (P&C) insurers. The financial
upheaval it caused in the insurance sector can be gauged
from the fact that it led to the failure of eight insurance
companies and pushed many others to the brink of insolvency.

The insurance industry then created a new financial
instrument called a Catastrophe Bond or Event Linked Security
to increase capital. A CAT Bond is a security that pays the
issuer when a predefined disaster risk is realized.




The first CAT Bonds were issuedin 1997, giving insurers access
to broader financial markets. Since then, the CAT Bond
market has grown steadily and they have been utilized to
mitigate the expenses of severe natural disasters.

What are CAT Bonds?

CAT Bonds are a type of insurance-linked security (ILS)-an
umbrella term for financial securities that are linked to pre-
specified events or insurance-related risks.

They are thus a type of high-yield debt instrument that is
designed to raise money for the insurance industry in the
event of a natural catastrophe or disaster. The term natural
catastrophe (Nat Cat) refers to a major adverse impact from
either weather or geological-related events.

Basically, CAT Bonds allow insurance companies to transfer
the risk of natural disasters covered by their policies to
investors for a price.

When CAT Bonds are issued, the proceeds raised from
investors go into a secure collateral account, where they
may be invested in various other low-risk securities. The
money raised with these bonds is set aside to cover potential
losses. Interest payments to investors come from these
secure collateral accounts.

A CAT Bond allows the issuer to receive funding from the
bond only if specific conditions, such as an earthquake or
tornado, occur. If triggers spelled outin the contract - insured
losses from a hurricane reaching a specific level, for example
-are met, the insurer gets to use the money to offset what it
has paid out to policyholders.

If an event protected by the bond activates a pay-out to the
insurance company, the obligation to pay interest and repay
the principal is either deferred or completely forgiven and
the holders of the bond lose their investment.

CAT Bonds have short maturity dates between three to five
years.

Individual investors do not usually buy CAT Bonds.The primary
investors in these securities are hedge funds, pension funds
and other institutional investors.

CAT Bonds are often rated by an agency such as Standard &
Poor's, Moody's or Fitch Ratings. They are rated based on
their probability of default due to a qualifying catastrophe
triggering loss of principal. This probability is determined with
the use of catastrophe models.

Most CAT Bonds are rated below investment grade (BB and
B category ratings).

Natural disasters and Risk transfer
through CAT Bonds

Many countries have insufficient protection against the
financial impact of natural disasters. Failure to close this
protection gap can divert funds away from other critical areas
of need and drain state and national budgets. One way to
build protection is to transfer the financial risk of natural
catastrophes to third parties such as insurers.

This form of risk protection provides governments with the
funds to respond quickly to disasters and helps strengthen
their financial resilience.

Implementation of a successful risk transfer program requires
co-ordinated effort by all stakeholders.Public-private sector
cooperation is key in this equation with both parties playing a
complementary role. The public sector has the breadth of
distribution and ability to create a conducive operating
environment, whilst the private sector brings products,
technology and expertise.

A conducive regulatory environment is also required since it
attracts the right public/private participants, facilitates
prompt distribution of pay-outs and ensures a sustainable
program.

How CAT Bonds help to mitigate the

costs of extreme weather events

Disasters take a huge toll on individuals and larger
communities. The financial fallout is generally handled by
insurance and government support through mechanisms such
as disaster response funds. The protection is inadequate
because the available options are not good enough to meet
increased natural risks.

Insurance against extreme events works best if insurers are
able to spread the risk among a wide pool of investors. That
way, neither will insurers be financially overwhelmed by a
disaster, nor will they have to disproportionately raise
premiums to cover increased risk of some events like floods
or earthquakes.

It is with this understanding that solutions have emerged
where one avails of a larger global basket of insurance-linked
securities (ILS), particularly Catastrophe Bonds.

Foreign governments have sponsored CAT Bonds as a hedge
against natural disasters and three such case-studies are
elucidated below.
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Case Study 1: Combating Natural Catastrophes
in the Pacific region with the multi-country

Earthquake Bond

The World Bank (International Bank for Reconstruction and
Development)issued sustainable development bondsin the
year 2018 that collectively provided USD 1.36 billion in
earthquake protection to the South American countries of
Chile, Colombia, Mexico and Peru. The World Bank issued the
transaction as part of its broader work to support these
countries in managing risk from natural disasters.

This is the largest sovereign risk insurance transaction ever
and the second largest issuance in the history of the
Catastrophe Bond market.

The issuance comprised five classes of World Bank bonds: one
each for Chile, Colombia and Peru, and two classes for Mexico.
Under the respective classes, Chile was to receive USD 500
million, Colombia USD 400 million, Mexico USD 260 million
and Peru USD 200 million in risk insurance.

Each class has different terms and all are designed to cover
earthquake risks. The triggers are parametric and depend
on data provided by the US Geological Survey.

The classes for Chile, Colombia and Peru were intended to
provide coverage for three years. The classes for Mexico were
intended to provide coverage for two years.

Case Study 2: Combating Natural Catastrophes
in Mexico with CAT Bonds

Mexico is highly exposed to many natural hazards such as
hurricanes, storms, floods, earthquakes and volcanic
eruptions.

In 2006, Mexico became the first country to utilize CAT Bonds.
The World Bank issued four catastrophe (CAT) Bonds in the
year 2020 that will provide the Government of Mexico with
financial protection of up to USD 485 million against losses
from earthquakes and named storms for four years.

Ifa natural disaster occurs that is eligible for coverage, some,
or all, of the bond proceeds will be made available to the
Mexican Fund for Natural Disasters.

Pay-outs will be triggered when the earthquake or named
storm meet the parametric criteria for location and severity
set forth in the bond terms.

Case Study3: Combating Natural Catastrophesin
Jamaica with CAT Bonds
Jamaica is highly exposed to tropical cyclone events. The World

Bank is helping Jamaica to develop resilience in this area
through various financing instruments.

The World Bank priced a CAT Bond that will provide the
Government of Jamaica with financial protection of up to
USD185 million against losses from named storms for three
Atlantic tropical cyclone seasons ending in December 2023.
Pay-outs to Jamaica will be triggered when a named storm
event meets the parametric criteria for location and severity
set forth in the bond terms.

The transaction includes an innovative reporting feature
resulting in a quick pay-out calculation, within weeks of a
qualifying named storm. Itis also the first CAT Bond to use an
innovative cat-in-a grid parametric trigger design for tropical
cyclone risk.

How do CAT Bonds work?

CAT Bonds are usually issued by three different types of
institutions: insurance companies, reinsurers, and state
catastrophe funds. These three types of institutions employ
CAT Bondsin their own distinctive ways to offload their specific
insurance risks.

An important feature of CAT bonds that tends to differacross
the issuer types is the trigger-i.e., the mechanism used to
determine when pay-outs must be made to the bond
issuer.This contractually agreed-upon threshaold is also known
as the bond's attachment point.

There are three common types of triggers for a CAT Bond:
indemnity, industry loss and parametric.

Indemnity triggers base CAT Bond pay-outs on the actual
insurance losses experienced by the issuer, and function
similarly to traditional reinsurance.

Industry loss triggers base pay-outs on aggregate losses to
the insurance industry and employ a third-party modeler to
provide an independent estimate of these covered losses.

And finally, parametric triggers base pay-outs on the
measured strength of the covered catastrophe-such as an
earthguake's magnitude or a hurricane's wind speed and
barometric pressure.

Using an indemnity trigger ensures that the CAT Bond will
pay out when the insurance company's actual losses reach
the bond's attachment point, which gives the insurer greater
precision in its risk-management strategy compared with
other types of triggers. However, because actual losses must
be observed and verified before the bond can be triggered, a
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bond with an indemnity trigger often takes longer to pay
out.

On an average, CAT bonds with indemnity triggers take two
tothree yearsto pay out following a triggering loss, compared
with three months for CAT bonds with industry loss or
parametric triggers.That is the reason why parametric
triggers as the attachment point are favoured in the CAT
Bonds issued to provide relief for extreme weather events.

CAT Bond Sponsors

CAT Bond sponsors include insurers, reinsurers, corporations,
and government agencies.

Over time, frequent issuers have included USAA, Scor SE,
Swiss Re, Munich Re, Liberty Mutual, Hannover Re, Allianz,
and Tokio Marine Nichido.

Mexico is the only national sovereign to have issued CAT Bonds
(in 2006, for hedging earthquake risk and in 2009 and 2012,
a multi structure instrument that covered earthquake and
hurricane risks).

InJune 2014, the World Bank issued its first CAT Bond linked

to natural hazard (tropical cyclone and earthquake) risks in
sixteen Caribbean countries.

Advantages of CAT Bonds

CAT Bonds are advantageous for both insurers and investors
for anumber of reasons.

CAT bonds offer insurers an alternative to traditional
reinsurance and allow catastrophe risk to be transferred to a
wider set of investors.Unlike traditional reinsurance where it
is possible for the reinsurer to fail to pay out following a loss
event, CAT Bonds are 100% collateralized and structured to
eliminate counterparty risk.

CAT Bonds also offer the possibility of multi-year
commitments, whereas most reinsurance deals are for a one-
year term. A multiyear commitment allows CAT Bond issuers
to lock in prices over an extended period. Finally, CAT bonds
have lowered the costs of diversifying insurers' exposure to
natural disaster risk.

For investors, the appeal of CAT bonds is two fold. First, CAT
Bonds are largely uncorrelated with the returns of other
financial market instruments. The incidence of hurricanes
and tornadoes is largely unrelated to economic and financial
activity. However, it is possible that CAT Bond losses might
happen at the same time as a downturn in the broader
economy.

Second, historically, CAT Bonds have provided strong returns,
helping to attractalternative sources of capital into insurance
markets.

Risks associated with CAT Bonds

CAT Bonds are quite complex and their pay-outs may not be
quite simple or predictable. The complexity of the trigger
event or the attachment point of a CAT Bond is very crucial to
the pay-outs. In other words, while retail investors may think
they have a simple proposition, the implications for their pay-
out and principal may be much more difficult in practise than
it appears.

The actual risk level contained in an event-linked security is
also hard to calculate. Big Data has allowed many firms that
specializein risk assessment and damage estimates to come
up with a reasonable accurate figure of what might happen
if catastrophe strikes but Nature is unpredictable.

Finally, because catastrophe bond holders face potentially
enormous losses, these bonds are rated "non-investment
grade" or BB or lower by most major credit rating agencies.

The way ahead

Catastrophe bonds have emerged over the years as a popular
option forinsurers, reinsurers, global corporations and even
governments as a way to protect themselves against natural
disasters.

Indiais vulnerable to climate change as the National Disaster
Management Authority, Government of India(NDMA)
estimates that 27 states and Union territories are disaster-
prone.Hence it is time that India also explored this option to
address the protection gap in India to mitigate losses from
climate change.

Currently, the insurance industry is working to improve CAT
Bond modelling to cover new types of risk-such as cyberattack
and terrorrisks. So, it appears that the uses of CAT bonds will
continue to grow, offering issuers new avenues to transfera
variety of risks.

Be that as it may, it may also be stated that itis high time we
pondered on the fact that serious and concerted efforts are
urgently required to gradually reduce our carbon emissions
as this is the best solution to combat climate change in the
long-term.

References
Various sources.
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WILLCROP

AGHANGE IN THE
INDIAN GENERAL
INSURANGE
INDUSTRY?

he General Insurance Business (Nationalisation)

Amendment Bill, 2021 was passed by the Rajya

Sabha on August 11. According to the

government, the need arose to address such
matters as (a) push for higher private participation in public
sector insurance companies; (b) raise the level of insurance
penetration and thereby social protection; (c) secure the
interests of policyholders in a better manner; (d) contribute
to faster growth of Indian economy. The General Insurance
bill amended the General Insurance Business
(Nationalisation) Act, 1972. This law dealt with nationalizing
all private general insurers in the country.

The amended legislation has removed the requirement that
the central government should hold not less than 51 per
cent of the equity capital in a specified insurer. Also, it
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provides for allowing greater private participation in public
sector insurance companies and enhancing insurance
penetration and social protection, among other objectives.
In non-life insurance business, India is ranked 14th in the
world and the country's share in global non-life insurance
market was 0.77 per cent in 2020. Insurance penetration in
the country increased from 3.76 per cent in 2019-20 to 4.20
per cent in 2020-21, registering a growth of 11.70 per cent.

India's general insurance industry narrowly missed the
milestone of Rs 2 lakh crore of gross premium during 2020-
21, due to the negative growth in motor insurance - the
largest portfolio in the industry - and crop business. The
industry ended financial year 2020-21 with a positive year-
on-year (y-o-y) growth of 5 per cent at Rs 1,98,735 crore,
aided by growth in health insurance segment.

While the health portfolio, propelled by the Covid 19
pandemic, and has grown by 11 per cent to Rs 58,584 crore,
two large business segments- overall motor portfolio and
crop business- of the industry dedined during FY21. Premiums
in the overall motor portfolio have fallen by around 2 per
cent to Rs 67,790 crore, while the crop business has fallen
by 3.5 per cent to Rs 31,184 crore during FY 2020-21. Among
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the top 10 general insurers that include three large PSUs,
New India Assurance is the only company which has the
distinct achievement of positive premium growth,
profitability and higher market share by expanding its core
business organically in FY21. Led by Star Health & Allied
Insurance, all six stand health insurers - at Rs 15,720 crore
- have together grown 11 per cent y-o-y in FY21.

Crop Insurance in India

Crop insurance is one of the key elements to stabilize farmers
by compensating for crop losses arising out of drought, flood
and other causes. In 2016, India overhauled crop insurance
to expand its coverage of farmers and farm areas. Initially,
it did expand the coverage but since then it has seen a
downward slide, one of the key reasons for this being visible
profiteering by insurance companies. 13 private companies
generated a surplus of Rs 2,725 crore but the five PSU ones
recorded a deficit of Rs 3,484 crore in 2017-18. Net effect:
a deficit of Rs 759 crore over the premium received. This is
easy to understand. If crop loss is less, insurers make a
surplus, and if it is more, they report a deficit.

Both private and public insurers are also reinsured with
public sector insurer General Insurance Company (GIC),
which underwrites such losses. However, there was a big
brouhaha over this (huge savings from the premium) and
farmers and some state governments withdrew from it,
reducing the coverage in subsequent years. Country's
agricultural sector brightened up the GDP growth of the
country in another year battered by the pandemic, which
caused a significant decline in India's economic activity. In
the last fiscal year, while economic activity in the country
suffered, agricultural sector posted a robust growth of
3.4%. The pandemic has a silver, or rather, green lining in
the form of a thriving agricultural sector.

That is because the premium is paid by farmers and the
central and state governments. That the new insurance
schemes of PMFBY and RWBCIS expanded the coverage and
brought a higher number of farmers and farms is not in
doubt. The cause of worry is the subsequent fall in coverage.
The biggest challenge for farmers continues to remain the
unusual way crop insurance works in India: Farmers are not
provided with insurance policy documents or receipts of
premiums from banks or insurance companies that would
tell them who their insurer is or received their premium
(deducted at the time of taking loans).

The following graph maps the number of farmers and farm
areas in FY18 and FY19. The fall is reversed for FY19 Kharif

(marked FY19 K in the graph) but that is only a part of the
FY20 cropping seasons (Rabi numbers not available).

COVERAGE OF FARMERS
AND FARM AREAS UNDER
PMFBY & RWBCIS

+ Farmars insured (millon) 8 Area insured (million ha)
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The success of PMFBY depends on the accuracy of loss
assessment, in this case, the CCEs. Ideally under CCE, a
team, consisting of government officials and the local
insurance company, selects random fields in an insurance
unit (the states notify village/village panchayat/ mandal/
taluka/district as an insurance unit). An analysis of data
compiled from PMFBY's dashboard and from government
replies in Parliament shows that since 2016, there has been
a 62 per cent decrease in farmers covered under crop

insurance during kharif season to 15.1 million in 2021, and
46 per cent decrease during rabi to 9.2 million in 2021.

576

523
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Area insured has also reduced - 57 per cent under kharif and
22 per cent under rabi. While there has been a decrease in
applications from non-loanee farmers, for whom PMFBY was
optional from the start, many loanee farmers tell Down To
Earth (DTE) that they pay the premium as they are not
aware the scheme was no longer mandatory. Keeping in
view the risks involved in agriculture and to insure the
farming community against various risks, the Ministry of
Agriculture & Farmers Welfare introduced a crop insurance
scheme in 1985 and thereafter brought improvements in the
erstwhile scheme(s) from time to time based on the
experience gained and views of the stakeholders, States,
farming community etc.

The insurance schemes currently under implementation are
the Pradhan Mantri Fasal Bima Yojana (PMFBY) and the
Restructured Weather Based Crop Insurance Scheme
(RWBCIS). The total funds released by the Government of
India during last 5 years under various schemes for crop
insurance are as under:
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{Rs. Crore)

Plan/Year Insurnce Scheme Expenditure
2016-17 Pradhan Mantri Fasal Bima 110.54.63

Yojana (PMFBY) and

Restructured Weather Based

Crop Insurance Scheme

(RWBCIS)
2017-18 --do -- 9419.79
2018-19 -- do -- 11945.38
2019-20 -- do -- 12638.32
2020-21 --do - 9799.86

As on 31.12.2020

Pradhan Mantri Fasal Bima Yojana
(PMFBY)

After detailed discussions with various stakeholders including
State Governments, representatives of farmer organizations,
Government of India had formulated the new Crop
Insurance Schemes viz. Pradhan Mantri Fasal Bima Yojana
(PMFBY), which is being implemented in various States/
Union Territories of the country from Kharif 2016. The
Scheme is being implemented through 18 General Insurance
Companies including all the 5 Government Sector
Companies. Under PMFBY, a uniform maximum premium of
only 2% of the sum insured is paid by farmers for all Kharif
crops and 1.5% for all Rabi crops.

In case of annual commercial and horticultural crops, the
maximum premium to be paid by farmers is up to 5%. The
premium rates to be paid by farmers are very low and the
balance of actuarial premium is being borne by the

Progress of the scheme implementation

Government, to be shared equally by the State & Central
Government (except in North Eastern States where the
subsidy sharing pattern between Central and State Govt is
90:10) to provide full insured amount to the farmers against
crop loss on account of natural calamities.

Earlier, there was a provision of capping the premium rate
which resulted in low claims being paid to farmers. This
capping in earlier schemes has now been removed. In PMFBY
farmers will get claim against full sum insured without any
reduction. Central Government has rationalized the Gol
subsidy sharing in the view of high premium in select crops
and areas and to ensure a detailed analysis of the reasons
leading to high premium rates. This needs a detailed
examination and necessary course correction by the
concerned State Government. Central Subsidy for premium
is capped up to 30% for unirrigated & 25% for irrigated
area/crops. Districts with irrigated area more than 50%
(from all sources) will be considered as irrigated districts.
Further, the sum insured has been equated to Scale of
Finance/Notional Value of the crop.

Under PMFBY, CCEs has increased

manifold.

Every year around 70 lakh CCEs need to be conducted to
arrive at yield data within a short harvesting window of 15-
20 days is a challenging task. Smart Sampling and Two Step
Yield Estimation has been adopted under PMFBY
implementation to rationalize and reduce number of CCEs
to be conducted. This will ensure reduction in CCE numbers
without impacting quality of sampling and yield estimation
results. Further, new age technology will be used to assess
crop health using remote sensing and satellite indices.

The Scheme has completed 5 years of its implementation. Details of coverage and claims (as on 11.1.2021) are given in

the following table:

PIVIFBY & RWSCIS - All India Business Statistics Since Implementation as on 11.01.2021

Season/Year Farmer Area Sum Farmers Gross Reported | Paid Farmer Claim

Applications | Insured | Insured Share in Premium | Claims Claims Applications | Ratio

Insured {Lakh ha) | Rs. Crore Premium Benefited

(Lakh) (Lakh)
Kharif 2016 407.6 379.7 1,30.599 2,719 15.880 10,571 10,570 115.3 66.6%
Rabi 2016-17 176.0 187.6 72,522 1.263 5,693 6,205 6,190 41.0 109.0%
2016-17 Tatal 583.7 567.3 2,03,121 4,042 21.573 16,775 16,760 156.3 77.8°
Kharif 2017 3573 330.7 1,24,524 2,792 18.403 18,151 18,149 140.9 98.6%
Rabi 2017-18 175.3 177.7 77,742 1,397 6,232 3,965 3,964 29.5 63.6%
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201718 Total | 533.0 508.3 2,02,265 4,189 24,635 22,117 22,113 170.4 89.8%
Kharif 2018 3453 317.4 1,36,754 3,144 20,926 19,506 18,618 136.9 93.2%
Rabi 2018-19 231.4 205.6 93,307 1,709 8,422 9,137 9,015 81.2 108.5%
2018-19 Total | 576.8 523.0 2,30,060 4,853 29,348 28,643 27,633 218.1 97.6%
Kharif 2019 419.8 326.4 1,42,228 3,002 23,364 20,616 19,576 182.1 B8.2%
Rahi 2019-20 190A 170.1 75,481 1,401 8,355 4,657 3,909 28.2 55.7%
2019-20 Total | 610.2 496.5 2,17.708 4,403 31.719 25,273 23,485 210.2 79.7%
Kharif 2020 398.4 261.4 1,03,016 2,425 19,603 384 190 3.6 NA
Total 2,702.1 2,356.5 | 9,56,171 19,912 1,26,678 | 93,192 90,180 758.6 NA

® Decline in coverage of farmer applicants in 2017-18 was due to deduplication by making Aadhar mandatory and

announcement of Debt Waiver Scheme by some States.

® Provisional data. All admissible claims for the year are not reponted/settled.

Coverage under the scheme has increased from 533 lakh
farmer applicants in 2017-18 to 577 lakh applicants during
2018-19 and 610lakh farmer applicants during 2019-20,
which is despite the withdrawal of Bihar State from the
scheme from Kharif 2018 season and West Bengal State
Government from Kharif 2019 season. The State
Governments of Andhra Pradesh, Gujarat, Telangana and
Jharkhand have also not implemented the scheme in 2020.

Under PMFBY, benefits to the farmers are also being
provided through early payment of claims directly into the
bank accounts of the farmers. There is more transparency
in assessment of crop losses and assessment of claims
through use of technology etc. Text SMS is being sent to all
loanee farmers whose mobile numbers have been entered
on the portal. Acknowledgement receipt is being generated
on the portal and made available to banks. The number of
farmers opting for the scheme has been falling gradually
every year in Uttar Pradesh - from 2.8 million in 2018 to
1.79 million in 2021.

Review of Operational Guidelines of the

Scheme and issue of Revised Guidelines

The schemes' implementation is reviewed/ monitored
constantly through weekly video conferences, one to one
meeting with the stakeholders on a regular basis and the
National Level Monitoring Committee (NLMC). Though
scheme and revised Operational Guidelines were made after
detailed discussion with various stakeholders viz. farmers,
States, insurance companies, financial institutions etc, some
points/ issues like voluntary coverage of non-loanee farmers,
addressing challenges of delay in release of state premium
subsidy and Crop Cutting data and leveraging technology for
smooth implementation etc. were identified as critical issues

in implementation of the scheme during the first eight

seasons. Thereafter, after making detailed discussions, the

PMFBY/RWBCIS has been revamped with the following

changes to make the scheme more beneficial to farmers

with effect from Kharif 2020:

< Toaddress the demand of farmers, the scheme has been
made voluntary for all farmers. However, there is no
change in farmers' share of premium.

% The premium subsidy sharing pattern between Centre
and North Eastern States has been changed from 50 :
50 to 90:10. This has been done to allow more States
to notify the scheme and existing States to notify more
crops and areas to facilitate greater coverage of
farmers under the scheme. For the remaining States,
the subsidy sharing pattern will continue as 50: 50.

# To address the issue of high premium rate for few
crops/areas due to adverse selection, the requisite
central share of premium subsidy (90 : 10 for North
Eastern States and 50 : 50 for remaining States) will be
provided for areas/crops having gross premium rate up
to 25% for irrigated and up to 30% for un-irrigated
areas/crops.

4 States have to decide on these high-risk crops/areas.
They can remove these crops from notification or notify
these crops/areas and bear the entire subsidy over and
above 25% for irrigated and 30% un-irrigated crops/
areas. Central Govt. will share only up to 25% or 30%
of applicable premium as the case may be.

4% Besides, alternate risk mitigation measures will be
explored for these high risk areas/crops. Insurance
companies will now be selected by the States for 3 years
in a go instead of one year thereby increasing their
commitment and accountability to the farmers.
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< Option has been given to the States to choose the
notional value of average yield or the Scale of Finance
as sum insured in the interest of the farming community.

% Inview of the demand of many States, option has been
given to States to choose additional risk covers besides
shortfall in yield-based cover depending upon the local
weather challenges and requirements of the farmers.

% Insurance Companies to pay 12% interest to farmers for
delaying claim payment beyond prescribed timelines.
Similarly, penalty of 12% interest per month shall be
levied on State Government if failing to release state
share of premium subsidy within 3 months of requisition
by concerned Insurance Company. States delaying the
release of subsidy beyond stipulated timelines cannot
participate in upcoming seasons.

X

A two-step process of crop yield estimation using
weather and satellite indicators etc. is adopted, which
will help in early assessment of loss.

L

% Use of smart sampling technique through satellite data
for crop cutting experiments by some states has shown
increased efficiency in implementation. This will now be
universalized.

< The delay by some States in submission of crop yield
data will now be suitably addressed using technological
solutions.

< Provision has been made for earmarked administrative
expenses @ 3% for strengthening infrastructure and
technology for better delivery of the Scheme.

The 2020 revamped operational guidelines of the scheme
also said that "Disputes on the quality of yield data is a
challenge in the effective implementation of the scheme"
and mandated that the CCE process must be digitised,
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including geo-coding (providing the latitude and longitude
of the CCE location). One of the major reasons for states
opting out or delaying paying their share of premium is
financial constraints. The premium rates have increased
from 11.6 per cent in kharif 2015 to 12.5 per cent currently.
For many states, paying the premium subsidy is a huge cost.
For example, the total PMFBY premium subsidy to be paid
by Rajasthan in 2020-21 was Rs 2,822.7 crore, which formed
25 per cent of the state's agriculture budget that year.
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Restructured Weather Based Crop
Insurance Scheme (RWBCIS)

With the objective to provide coverage for those crops for
which there is no standard/ approved methodology for
assessment of yield and to overcome the shortcoming under
erstwhile NAIS, a pilot Weather Based Crop Insurance
Scheme (WBCIS) was launched in 20 States (as announced
in the Union Budget 2007-08). However, WBCIS was
implemented as a full-fledged component scheme of the
National Crop Insurance Programme (NCIP) from Rabi 2013-
14 season to Rabi 2015-16.

WABCIS intends to provide insurance protection to the
farmers against adverse weather incidence, such as deficit
and excess rainfall, high or low temperature, humidity etc.
which are deemed to impact crop production adversely. It
has the advantage to settle claims within the shortest
possible time. Under WBCIS, actuarial rates of premium
were charged. The scheme has further been restructured
on the basis of premium structure and administrative lines
of PMFBY and is available in the country from Kharif 2016
as Restructured WBCIS.

Coconut Palm Insurance Scheme (CPIS)
The Coconut Palm Insurance Scheme (CPIS) has been




implemented since the year 2009- 10 in the selected areas
of Andhra Pradesh, Goa, Karnataka, Kerala, Maharashtra,
Orissa and Tamil Nadu. The scheme has also been continued
during 2018-19 and 2019-20. Since inception of the scheme,
57.25 lakh palms of 1.24 lakh growers for a sum insured of
Rs. 506 crore have been covered. Against premium of Rs.
3.26 crore claims of Rs. 4.40 crore have been paid to about
0.09 lakh farmers.

Coverage of Women Farmers under
PMFBY

All farmers whether sharecroppers, tenant farmers
including women farmers growing crops in the areas notified
by the concerned State/UT Government are eligible for
coverage under the scheme and can insure themselves as
per provisions of the scheme. The coverage under the
scheme is subject to land records and tenancy contract.
Further, the Scheme is demand driven. Since, the scheme
has been made voluntary for participation, all farmers
including woman farmers are eligible to enroll under the
scheme. There are no specific extra benefits/provisions for
women farmers under the scheme. However, the
Government is bound to pay its share in premium subsidy
for all the farmers including women who take up crop
insurance. The coverage of women farmers under PMFBY
has remained consistent since inception of the scheme.

Government agencies made losses

Only 10.86 per cent of the five government enterprises
empanelled for the scheme made profits. The five
government corporations control 50 per cent of the crop
insurance market. Agriculture Insurance Company of India
(AIC) Ltd has a majority of this share.

Other government-owned enterprises under the scheme are
National Insurance Company Ltd, Oriental Insurance
Company Ltd, United India Insurance Company Ltd and New
India Assurance Company Ltd. Only AIC has a competitive
advantage in this industry among the five. In four years, the
company earned Rs 32,429.24 crore in premiums and paid
Rs 26,874.6 crore in claim - a profit of 17.12 per cent. New
India Assurance Company got Rs 4,660.31 crore in premiums
and paid Rs 5,145.22 crore; Oriental Insurance collected a
premium of Rs 3,893.16 crore and paid claims worth Rs
4,305.66 crore; National Insurance paid a total of Rs
2,514.77 crore in premiums against a total of Rs 2,574.34
crore in premiums.

There has been more than 60% decline in the crop insurance
claims of farmers at Rs 9,570 crore under the PMFBY for the

2020-21 crop year from the previous year as there were no
major crop losses, according to official data. However, much
of the crop insurance claims reported for 2020-21 and 2019-
20 crop years have been cleared by the government. Crop
insurance claims stood at Rs 27,398 crore in the 2019-20 crop
year (July-June). About 445 lakh hectares of farm land was
insured by 612 lakh farmers under the PMFBY with a total
sum insured amount ofl Rs,93,767 crore during 2020-21.

However, total claims reported were of Rs 9,570 crore for
2020-21. Out of which, claims reported from the Kharif
season were Rs 6,779 crore, while from Rabi season Rs 2,792
crore. The claims at Rs 9,570 crore for 2020-21 were
significantly lower as there were no major losses unlike
previous year. During the 2019-20 crop year, about 501 lakh
hectare was insured by 613 lakh farmers under the PMFBY
with a total sum of Rs 2,19,226 crore. The claims reported
from Kharif season remained higher at Rs 21,496 crore, while
from Rabi season at Rs 5,902 crore of the 2019-20 crop year.
Maximum crop insurance claims were reported from
Maharashtra at Rs 6,757 crore, followed by Madhya Pradesh
at Rs 5,992 crore and Rajasthan at Rs 4,921 crore during
2020-21. About Rs 6,845 crore crop insurance claims of
farmers for 2020-21 has also been cleared The outstanding
claims of Rs 1,200 crore will be cleared soon.

Insurer's point of view

In the initial years of the scheme, the pattern was reverse
- claims paid by insurance companies were less than the
gross premium. The problem is aggravated when most of
the states which are part of the scheme are loss making.
Few of the states are loss making and in other states that
have not made claims frequently, the calamity for when they
made, was severe. This means the incidence ratio is low but
calamity is high. Hence, insurers like ICICI, Tata,
Cholamandlam, Shriram have opted out. The government
has made changes to the scheme twice, with an aim to
make it more efficient. It has recently also set up two
separate panels to suggest suitable working models for
PMFBY, following the withdrawal of seven states from the
scheme.

One of the panels will conduct a cost-benefit analysis of
different insurance models, especially the cup and cap
model, now also known as the Beed model. In Beed, the
insurance company provides a cover of 110 per cent of the
gross premium and if the claims exceed the cover, the state
government would pay the bridge amount. If the claims are
less than the premium collected, the insurance company
would keep 20 per cent of the amount as handling charges
and reimburse the rest to the state government.
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INDIAN NON-LIFE INSURANCE MARKET- BY PRODUCT 2020-2027
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Several legislations and technologies that have the potential
to take India's agricultural productivity to a higher orbit will
become a part of the mix as we move towards the budget for
fiscal year 2022-2023. Considering the opportunity in the sector,
this change will be driven by a few key factors: government
palicies that favor farmers, easier access to new technologies
among farmers and surging innovation in the agri-services
sector, and enhanced sustainability focus in the field of
agriculture. Together these drivers could help the country's
agricultural sector grow beyond the critical 4% mark in 2022.

The Pesticide Management Bill is expected to be passed into
law in 2022. With its passage will come greater
governmental control over the production, sale, and use of
pesticides. With regards to the introduction of new-age
farming technologies - the government has already taken
significant steps in the right direction. One hopes to see more
focus from government in pushing regulatory bodies to
facilitate faster introduction of newer technologies for the
farmers, as a follow up step of its initiatives in the last year.
To its credit, the government has paved the way for use of
drones in agriculture. Globally, drones have proven their
efficacy in fertilizing and protecting crops more efficiently.
The sustainability will be a vital lens to view the progression
of Indian agriculture from here.

Globally, there is a palpable shift underway in favor of
environment-friendly farming practices. One of the greatest
hindrances to the Indian agricultural sector - that most Indian
farmers own an average of 2.6 acres of land - presents a
difficult challenge to increasing farm output and profitability.
Farms of such size cannot be as efficient as large farms. The
Indian non-life insurance industry is driven by the rising
demand for many associated sectors, for example, the

W Fire insurance

2022 2023 2024 2025 2026 2027

B Marine insurance 8 Others

automabile industry, and the healthcare industry. Crop
insurance is a heavily reinsured portfolio, with the
empanelled insurance companies relying on reinsurance
support. With the introduction of PMFBY, almost 75%-80%
of risk is now ceded to reinsurers.

The loss ratio performance had been quite negative over
the years, with 2015-16 especially bad due to severe
drought. As the entire claim liability under all crop insurance
schemes is borne by implementing agencies, it is much easier
for the government to ascertain budgetary requirements for
crop insurance in advance. Crop Insurance aims at
supporting, sustainable production in agriculture sector by
way of, providing financial support to farmers suffering crop
loss / damage arising out of unforeseen events and stabilizing
the income of famers to ensure their continuance in
farming. It would be interesting to see if crop insurance can
herald a change in the Indian General Insurance Industry.
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UNDERSTANDING \
THENUANGES OF \ .
UNEXPIRED RISK
RESERVES OF NON-
LIFEINSURERS

Abstract

Non-life Insurance as a commercial venture has many peculiarities, which are not common to other commercial
endevaours. Good Faith, Indemnity, Insurable Interest and Proximate Cause are some such fundamental unigue
concepts which form the foundations of insurance service. There are also concepts like Sum insured, Retroactive
date, Reporting period (claims), Claims made basis etc., which sound quite unfamiliar even to a man of commerce,
leave alone a common man. These peculiarities of Non-life Insurance have given rise to some unusual financial concepts
and practices. To name a few of them - Outstanding Claims, Claims Incurred But Not Reported and Incurred But Not
Enough Reported, Policyholder and Shareholder Funds, Apportionment of Investment Income, Catastrophic Reserves,
Equalisation Reserves etc. One more such distinct concept goes by the name "Unexpired Risk Reserves". This article
attempts to present the concept of "Unexpired Risk Reserves "in all its hues and to present the role and importance
of these reserves in the financial health of a Non-life Insurer. Certain observations on the summary Annexures A &
B relating to reserving status and practices of Indian Non-life Insurers are made, which might deserve the attention
of the regulatory authorities and authorities of the Insurers, for improving the quality of reserves and related
disclosures.

A. Introduction
Non-life Insurance service is contingent in nature, depending
S H Gejji on the occurence / non-occurence of an unfortunate event,

Post Graduate in Commerce. - M.com in which the customer might suffer. An alternate description
Degree in Law. - LLB{General) for this service is "risk transfer" - Insurer takeover the

Fellow of Insurance Institute of India. - Flll| * ¢cystomers' risk for a consideration called premium, In view
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of its's dependence on a contingency, non-life insurers unlike
other commercial entities do not enjoy the privilege or
luxury of knowing the precise cost of their products / service,
in advance of pricing them. Therefore pricing is one of the
toughest challenges of non-life insurers. This operational
limitation calls for extra precautions on their part in their
financial plans. They depend heavily on their past experience
and support of actuarial techniques to price their products.

Yet, all said and done it is only an estimate based on so many
variables. And such estimate may turn to be far from actual
results. Hence additional and extra precautions are the
second nature of insurance operations. Creation of adequate
and liberal reserves of various types is integral to their
working. History has repeatedly evidenced, inadequacy of
reserves to be the most dominant cause for failure of several
non-life insurers. A study of 640 US insurance insolvencies
during 1969 to 1998 insufficient reserves were responsible
for failure of 145 insurers (Based on AM Best Report of
1999). Several subsequent studies in different markets have
again and again reiterated this fact. It was also observed
that beneficial tax regime for holding extra reserves was the
cause for very low insolvencies in Germany.

Reserves of insurers can be classified as technical reserves
and general reserves. Technical reserves can again be
classified as claims reserves and premium reserves. Though
claim reserves are much more important, premium reserves
are no less important. Hence premium reserves are the
focus and subject of this write-up.

B. Risk Period and Financial Reporting

Period

Idea and concept of unexpired risk reserves is closely
associated with the two periods mentioned above. Hence,
proper understanding of these terms 'risk period' and
'financial reporting period' should help in getting clarity on
the concept of unexpired risk reserves.

Risk Period

Non-life insurances, with few exceptions, are annual
contracts. In some categories of policies the period co-
incides with transit period or completion of certain activity.
Technically policy period and risk period are different, but
in most of the cases they do converge. The insured gets
protection against events during this risk period, defined
either by dates or by commencement and termination of
transit or similar other method of determining the period.
Insurers go on issuing the policies every day all through out
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the year. Not only the risk period in all these policies may
be different, risk commencement and expiry dates will also
be different. For example an annual policy issued on 1st of
April will expire on 31st March of next year and the one
issued on 15th of April will expire on 14th April of next year.

As stated above in certain policies the risk period and the
period of contract are different. Some examples are given
below.

% Transit Policies - Risk begins from the movement of
subject matter of insurance with an intention to begin
transit and ends either on delivery or certain days after
reaching the destination. Contract commencing period
is policy issue period. No definite contract ending period
is recorded.

% Marine Declaration Policies and Annual Policies - The
contract period is clearly defined. Risk period is again
based on the pattern mentioned in 1 above.

e

» Group health insurance policies. Contract period is
normally the annual period. Risk period in case of
additions and deletions of members may be different
for such persons.

-

#  With the appearance of usage based new motor policy,
risk period might be defined as certain kilometers,
contract period and risk period may vary.

s

*,
"

In case of liability Insurance, 'Claims Made basis' and
'Occurrence basis' can create an issue of risk period and
contract period.

#

Where as policy or the contract period is certain in all
policies, risk period has an element of uncertainty in case of
some policies. In such cases of uncertainty insurers use
contract period as risk period for some of their activities like
creation of reserves.

Financial Reporting Period

For a sustained and viable commercial operation, regular
periodic review and stock taking of the operations /
performance and the state of affairs, is a necessity. This
period is very often called Financial Reporting Period (also
called Accounting Period).

Where as the reporting period is definite the risk period is
not so. By the nature of insurer's operations the risk period
and the financial reporting period will differ in case of most
of their policies, though in some cases there is a possibility,
of the two being same. It is this attribute of differing risk
periods of policies and reporting period gives rise to unigque
concepts of 'unexpired risks' and 'unexpired risk reserves'.




C. What are Unexpired Risks

From the discussions in the previous paras it is obvious that,
in cases of many policies, the risk period overlaps over two
financial reporting periods. Part of the 'risk period' falls in
one financial reporting period and part of it falls in the next
financial reporting period/s. That portion of the risk which
overlaps into the next financial reporting period is called
"unexpired risk'. The portion of the risk relevant to the
expiring reporting period is called 'expired risk'. Thus, policies
where risk overlaps over more than one reporting period
will have a part of the risk period known as 'expired risk'
and a part (balance period of risk) which has not expired
called 'unexpired risk'.

D. What are unexpired risk reserves

Fortuitous events occuring during the entire risk period are
the subject matter of financial protection offered by Insurers
in their policies. The events giving rise to claims, viewed from
the angle of reporting period might have occured in the
expired period, with a further potential of occuring in the
unexpired period too. The premium collected by insurers is
for the full period. Logically the insurers earn their premium
over the entire risk period which overlaps more than one
financial reporting period. Hence full premium can not be
included in a single financial reporting period.

This is necessary to avoid / eliminate distortion which might
be caused by taking all premium in the first reporting period.
In Financial Accounting terminology this is known by the
name 'matching concept'- match the income with
corresponding expensesfoutgos. The premium
corresponding to the unexpired period (also called unearned
premium) will have to be taken to the next financial
reporting period. The premium corresponding to the expired
period is called earned premium. The process of taking the
premium collected in one financial reporting period to the
next financial reporting period is done by way of creating
reserves. Such reserves are called reserves for unexpired
risks. These reserves are expected to take care of expected
outgos / expenses on such risks which have not expired and
will expire in the future period.

E. Two Components of Unexpired Risk

Reserves

Unexpired risks attract creation of reserves. These reserves
are actually of two types. Very often the term unexpired
risk reserve is used interchangeably with the term unearned
premium. However unearned premium is only a part of
unexpired risk reserves, the other part being reserve for

premium deficiency. Unearned premium is the premium
apportioned and allocated to subsequent accounting period.
As stated above this reserve is meant to meet the expenses
/ outgos expected in the future accounting period. But it
might happen that the reserve might prove insufficient to
meet such expenses or outogs. For such contingency of
deficiency there is a need for an additional reserve. It is
called premium deficiency reserve. If the future period in
which events giving rise to claims are expected to produce
a situation where the outgos/expenses are more than the
corresponding premium apportioned for meeting those
contingencies, a reserve is required to be created for
meeting the resulting deficit.

F. Basis for creation of Unexpired Risk

Reserves

Fundamental principles of financial accounting and Statutory
/ Regulatory provisions are primarily the two basis for the
concept of Unexpired Risk Reserves.

As discussed above "Financial Accounting Principles" of
'Accrual method of accounting', '"Matching income against
expenses/outgos' and 'Conservatism and Financial Prudence'
(Recognise the expected losses immediately and expected
gains only on realisation) are at the roots of these reserves.
The purpose of these principles is to present just and fair
financial statements.

Apart from the Financial Accounting Principles mentioned
in the previous para, the statutory / regulatory provisions -
Insurance Regulatory and Development Authority of India
(Preparations of Financial Statements and Auditors Reports
of Insurance Companies) Regulations and The Insurance Act
1938, also form the basis for creation of these reserves.
These provisions are reproduced below.

"Premium shall be recognised as income over the contract
period or the period of risk".

"A reserve for unexpired risks shall be created as the amount
representing that part of the premium written which is
attributable to and to be allocated to the succeeding
accounting periods and shall not be less than as required
under section 64 V (1) (ii) (b) of the Act".

Section 64 V (1) (ii) (b) of the Insurance Act

1938.
Reserves for unexpired risks in respect of
(i) Fire and Miscellaneous Business - 50 percent
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(i) (a) Marine Cargo Business - 50 percent

(b) Marine Hull Business - 100 percent of the premium,
net of reinsurances, during the proceeding 12
months. (Ideally this wording should be 'Premium,
net of reinsurances pertaining to unexpired
policies")

Schedule B Part | of the Insurance Regulatory and
Development Authority of India regulations on Preparation
of financial statements and Audit Reports of Insurance
companies) Regulations 2002 provide.

" Premium deficiency shall be recognised, if sum of expected
claims costs related expenses and maintenance costs
exceeds related reserve for unexpired risk reserves".

Special dispensation : "In accordance with IRDAI circular
IRDAI/F&A/CIR/FA/12607/2013, dated 3rd July, 2013 insurers
are not required to recognise premium deficiency arising
out of Motor Third Party Portfolio including esrtwhile Motor
Pool, Declined Risk Pool and Other Pools".

G. Methods of calculating unearned
premium (dominant part of unexpired

risks reserves)
There are three methods of calculating unearned premium.
1. Time based apportionment - "Daily Prorata Basis"

2. Varying Risk Pattern

3. Statutory Minimum Requirements.

1. Time based apportionment - "Daily Prorata Basis"
over the risk period/contract period (where risk period is not
practicable) which ever is appropriate is the primary method
of calculating unearned premium. In most of the policies the
possibility of fortuitous events giving rise to claims is same
on all days of the risk period. In other words the risk (in
terms of the subject matter of risk and in terms of its
vulnerability to perils) is uninformally distributed over the
entire risk period. Therefore the best method of accruing
income of insurers is to apportion the premium based on
time. Apportionment based on time is done by following
either 1/365, 1/24, or 1/12 methods, the latter two being
simplified versions 1/365 method. Prior to the advancements
in Information Technology, it was not easy to calculate these
reserves on daily basis. Hence Insurers invented simplified
methods of 1/24, and 1/12 methods of calculations. Now the
computers have made it easy to use 1/365 method. All Indian
insurers follow only this method is a proof enough of to the
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relevance and simplicity of 1/365 method. 1/24 and 1/12
methods have become outdated.

2. \Varying Risk Pattern Basis.

However the basic assumption of uniform spread of risk over
the entire risk period is not true in certain categories of
business / risks. One such example relates to project
insurances. The exposure in these insurances increases as
the project progresses. Hence uniform accruing of premium
over the risk period is logical for such risks and premium on
such policies may have to be recognised in slightly different
way and the method is known as "basis of pattern of risk".
This method is also recgonised by the regulator in its
regulations on preparation of financial statements and audit
report of insurance companies. Another example of varying
pattern of risk could be the flood risks. The risk is higher in
the rainy season compared to other seasons of the year. The
practice of adjusting the yearly own damage premium to
the insured declared values of the vehicle in case of long
term motor policies is nothing but one form of recognition
based on pattern of risk. Similarly the chances of fires in
summer (if empirically supported) seem to be greater than
in other seasons and the varying risk pattern method might
be more suitable for such risks. Crop insurance is another
class of business where the varying pattern basis is
appropriate as the risk goes on increasing and is at its
highest, close to and at the time of harvesting. High level
of reserving seen historically in the marine hull segment
might be based on the concept of skewed risk distribution
(or need for greater degree of precaution in the hull
business)

3. Minimum Statutory Requirements. Apart from the
above two methods, as a prudent regulatory provision,
Regulators / Laws do prescribe creation of minimum level
of reserves. In addition some special dispensations may be
considered by the regulators. The said provisions applicable
for Indian Non-life Insurers are reproduced in "E" above.

H. Observations on status of Un-expired
Risks Reserves and related Practices of

Indian Non-life Insurers

Keeping in mind the importance of these reserves and based
on the current Un-expired Risks Reserving Practices of Indian
Non-life Insurers as reflected in their Annual Reports of 2019-
20, few issues have been listed below for further
examination by the Regulatory Authorities as well as
Insurance Company Authorities, so that the reserving quality
improves. Extract of relevant portion of accounting policies




relating to un-expired risk reserves is annexed (Annexure B)
along with the summarised tabulated status of reserves
(Annexure A). The information pertains to Twenty Six (26)
Indian Non-life Insurers. It does not cover ECGC, Agricultural
Insurance Corporation, and some non-life insurers whose
reports could not be accessed.

1.

As discussed above there are two methods of
calculating the unearned premium. All Insurers, except
a few (who have followed the minimum statutory
requirements), follow " Daily Prorata Basis" (1/365
method) of calculating the unearned premiums.
"Varying Risk Pattern" method of calculating unexpired
risk reserves is followed by none (except in case of Kharif
Business (crop insurance) of Oriental Insurance) may
be due to difficulties involved in evaluating the risk
pattern. But methods have to be developed so that at
some point in time insurers will adopt this method in
cases where "Daily Prorata Basis" is not appropriate.

From the table it may be noted that, the ratio of
unexpired risk reserves to net premium range from 33%
(GIC re) of net premium to 87% (HDFC Ergo). Even if
we exclude GIC Re being a re insurer, the range of 35%
to 87% appears unreasonable, though theoretically
such a vide range is perfectly possible. A closer
examination is required. The Insurers with very low
percentage seems to have not complied with the
minimum requirements of 100% for Marine Hull and
50% for other classes of business.

Time based apportionment of premium over the risk
period in a portfolio which is evenly spread during the
financial reporting period, must normally yield a
reserves ratio (to net premium) of 45 % to 55%. Skewed
distribution of business, share of long term policies,
share of marine hull policies and (method of risk pattern
based calculation of reserves, certain special
dispensations like the treatment of crop insurance,
Rashtriya Swasth Bima Yojana and pool business might
be some of the reasons for the ratio being beyond this
normal range. Yet the status of six insurers who fall in
the range of 61 to 87 % appear unusual. When the
regulatory provisions mandate a minimum of 100% for
Marine Hull business and 50% for Other business (of net
premium) the case of 7 insurers falling in the range of
33% to 49% appears to be an issue of compliance, if
not an issue of adequacy of reserves.

Certain categories of Insurance, like Crop Insurance,
Terrorism Pool Rashtriya Swasth Bima Yojana etc.
appears to have received special treatment. But
uniformity is missing. Amongst the insurers (or some
insurers have not disclosed the policy though in practice

4.

H

6.

7.

8.

9.

10.

they have followed it). And also the varying practice
between the acceptor and ceding / retroceding
company (like GIC Re reserving at 50% and the acceptor
of retro-cession providing 100%) might result in some
anomaly.

In case of some health policies by one of the Insurer a
variation of time based apportionment is followed.

With respect to long term policies the practice observed
from reports of some insurers the unearned premium
(premium pertaining to future period where the risk has
begun) is taken to Advance premium or Allocated
premium. Is it right to do so ? What is the need for this
deviation in treatment of unearned premium ?

The accounting policies reflected in Annual Reports of
2019-20 of Indian Non-life Insurers on Premium Income
Recognition indicate some differences. The practices do
have a bearing on the working of unexpired risk
reserves. Efforts should be made to rationalise the
practices to ensure reasonable uniformity, so that the
quality of unexpired risk reserves is improved. Ensuring
uniform practices from the participants is a good
regulatory practice. It is also observed that the
language which leaves a scope for different
interpretations and the silence which leaves scope for
imagined interpretations should be avoided in the
accounting policies and disclosures. Rationalisation even
if minar, will considerably enhance the quality of
disclosure.

The term unexpired risk reserve and unearned premium
some times used interchangeably. It will be better if
unexpired risk reserves should stand only for Unearned
premium and premium deficiency. Though in practice
in most of the cases premium deficiency being nil, the
amount of unexpired risk reserves and unearned
premium will be same.

Premium deficiency reserve has been created by 3 out
of 26 insurers. Few Insurers have explicitly stated their
reserve for premium deficiency to be Nil. Some have
disclosed the accounting policy even though there is no
such reserve. Others are silent. For the sake of good
disclosure practice, silence should be avoided.

Many insurer explicitly state that pattern of risk based
method has not been followed for creation of unexpired
risk reserves. Many others are silent on this. Positive
disclosure instead of being silent is a good practice.

In their policies some insurers have stated that
unearned premium is calculated on net premium, others
have stated that it is calculated on gross basis. Amongst
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11.

12.

those who have calculated on gross basis, some have
stated that the unearned premium of ceded business is
adjusted against unearned premium of gross business.
And many insurers are silent about such adjustment.
Most of the insurers are silent on unearned premium
of accepted business. Normal meaning of net premium
is gross minus ceded plus accepted. Are the insurers
who are silent about unearned premium of they
complying with the minimum requirements.

As far as the certification of premium deficiency
reserves, the policies reflect differing practices of the
insurers. While some insurers get only 'expected claims
cost' component of deficiency to be certified by the
Appointed Actuary, others get all components of
deficiency reserves (Like expected claims costs Expenses,
maintenance costs corresponding unearned premium)
so certified.

Reinsurance treaties do have clauses called 'Portfolio

Annexure A

13.

premium withdrawal" and "Portfolio premium entry".
Such clauses in fact with unexpired risk reserves relating
to re-insurance transactions. The impact of such clauses
and transactions flowing there from have to be
synchronized with the premium reserving in general, so
that duplication or gaps if any are taken care of.

In case of long term policies the reserving process has
to incorporate discounting into its calculations.

Conclusion

There has always been a trade off between perfection and
avoiding complexity. The 21st century developments in
information technology and data management have made
perfection possible without the trade off. Pragmatism
endowed with flexibility is essential for good governance,
but always in an orderly framework and under watchful eyes.
Unexpired risk reserves of Nonlife insurers is one of the areas

of

high stakes for all stakeholders.

Data on Premium and Unexpired Risk Reserves of General (Non-life) Insurers in India : Annual
Reports 2019-20

Company Gross Net URR as
Direct Premium URR Deficiency | a % of Net

Premium Premium

Rupees in Crs

ACKO General Insurance Limited: 373.07 189.59 75.05 0.00 40
Aditya Birla Health Insurance Co. Ltd. 872.04 630.00 344.09 0.00 55
Bajaj Allianz General Insurance Co. Ltd. 12779.77 8016.00 4185.00 0.00 52
Chola MS General Insurance Co. Ltd. 4398.30 3409.19 2205.82 0.00 65
Edelweis General Insurance Co. Ltd. 158.6 131.77 84.15 3.98 64
Future Generali India Insurance Co. Ltd. 3417.49 2163.52 1135.24 0.00 52
GIC Re 51030.13 46655.41 15443.00 2470.98 33
Go Digit General Insurance Limited 1767.86 1560.62 842.65 0.00 54
HDFC Ergo General Insurance Co. Ltd. 9629.59 4866.67 4226.66 0.00 87
ICICI Lombard General Insurance Co. Ltd. 13312.84 9640.69 5838.16 0.00 61
IFFCO Tokio General Insurance Co. Ltd. 7961.04 4741.24 2149.44 0.00 45
KOTAK MAHINDRA General Insurance Co. Ltd. 433.39 377.14 250.21 0.00 66
Liberty General Insurance Limited 1531.37 1338.93 739.80 0.00 55
Magma HDI General Insurance Co. Ltd. 1224.77 790.18 429.35 1.70 54
National Insurance Co. Ltd. 15312.88 9421.71 4567.44 0.00 48
Navi General Insurance Limited 157.99 116.08 65.28 0.00 56
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Company Gross Net URR as
Direct Premium URR Deficiency | a % of Net

Premium Premium

Rupees in Crs

The New India Assurance Co. Ltd. 29715.06 | 24487.05 11687.33 0.00 48
Oriental Insurance Co. Ltd. 13996.01 10988.69 5342.47 0.00 49
Raheja QBE General Insurance Co. Ltd. 158.12 140.11 94.07 0.00 67
Reliance General Insurance Co. Ltd. 7465.04 3933.62 1374.55 0.00 35
Royal Sundaram General Insurance Co. Ltd. 3666.96 2355 1215.06 0.00 52
Shriram General Insurance Co. Ltd. 2466.18 2305.26 1261.97 0.00 55
Star Health and Allied Insurance Co. Ltd. 6865.14 5239.47 2619.73 0.00 50
Tata AlG General Insurance Co. Ltd. 7384.53 4727 2573.73 0.00 54
United India Insurance Co. Ltd. 17515.09 | 13740.03 6939.67 0.00 51
Universal Sompo General Insurance Co. Ltd. 2859.05 1470.14 786.76 0.00 54
Total 216452.31 |163435.11 76476.68 2476.66 47

Annexure B

Relevant Extract from Annual Reports (Year 2019-20) of
Indian Non-life Insurers relating to Unexpired Risks Reserves.

Acko General Insurance Ltd.

Premium and cessation thereof are recognised over the
period of risk or the contract period in respective revenue
account, based on 1365 method which ever is appropriate
on a gross basis net of goods and service tax.

Reserve for unexpired risks : Reserve for unexpired risks is
recognised net of reinsurance ceded and represents
premium written that is attributable to and is to be
allocated to succeeding accounting periods.

Premium Deficiency : is recognised at segmental revenue
account level when the sum of expected claim costs and
related expenses and maintenance costs related to claims
handling exceed the reserve for unexpired risks. The
premium deficiency is calculated and duly certified by the
appointed actuary.

Aditya Birla Health

Premium including reinsurance accepted (Net of Goods and
Service Tax) is recognised as income over the contract
period or period of risk as appropriate after adjusting for
unearned premium (Unexpired risk).

Reinsurance premium ceded on unearned premium is
carried forward to the period of risk and is set off against
related unearned premium.

Reserve for Unexpired Risk represents that part of the net

premium written which is attributable to and allocated to
succeeding accounting period. Reserve for unexpired risk is
calculated on the basis of 50% of net written premium of
preceeding 12 months.

Premium Deficiency is recognised for the company at the
segmental level . Premium deficiency is recognised if the sum
of the expected claim costs, related expenses and
maintenance cost (relating to claims handling) exceeds
related reserve for unexpired risk. The expected claim cost
is calculated and duly certified by the appointed Actuary.

Bajaj Allianz General Insurance

Premium net of goods and service tax includes
reinstatement premium on direct business and reinsurance
accepted is recognised as income at the commencement of
risk over the contract period or the period of risk which ever
is appropriate on a gross basis and for installment cases it is
recognhised on installment due dates.

In case of longterm motor insurance policies premium is
recognised on a yearly basis as mandated by IRDAIL

Reserve for unexpired risks represents that part of the net
premium (i.e premium net of reinsurance ceded ) which is
attributable to and set aside for subsequent risks to be borne
by the company under the contractual obligations on
contract period basis or risk period basis whichever is
appropriate subject to a minimum of 100% in case of marine
hull business and in case of other lines of business based on
net premium written on all unexpired policies at balance
sheet date by applying 1/365th method on unexpired period
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of respective policies. ( 50% in case of other lines - 50%
appears to be missing)

Premium deficiency is recognised if the ultimate amount of
expected net claim costs related expenses and maintenance
costs exceeds the related premium carried forward to the
subsequent accounting period as the reserve for unexpired
risks. The Company considers maintenance costs as relevant
direct costs incurred for ensuring claim handling operations.
As per IRDAI Circular IRDA/F&A/CIR/FA/126/07/2013, dated
3rd July 2013, (corrigendum to master circular IRDA/F&A/
CIR/FA/231/10/2012 dated 5th October 2012) premium
deficiency if any has been recognised at segmental Revenue
Account level. The expected claims costs are calculated and
duly certified by the appointed actuary.

The entire amount of reinsurance accepted for the current
year on account of terrorism pool net of claims and expenses
upto the above date has been carried forward to subsequent
accounting period as Unexpired Risk Reserve for subsequent
risks, if any to be borne by the company.

Extent of premium income recognised based on varying risk
pattern - Rupees Nil.

Chola MS General Insurance

Premium (Net of Goods and Service Tax) is recognised as
income on assumption of risk and for installment cases it is
recognised on installment due dates, after adjusting for
unexpired risks.

Unexpired Risk Reserves : Direct Business : Reserve for
unexpired risks representing that part of the premium
written that is attributable and allocable to the subsequent
accounting periods is calculated principally on day basis in
terms of IRDA circular No. IRDAI/F&A/CIR/FA/126/07/2013
dated July 3, 2013.

Inward business from pooling arrangements: In case of
inward premium from terrorism pool (Fire and Engineering
line of business) Nuclear Pool (Liability line of business) 50%
of premium advised by the pool manager for a 12 month
period is considered as reserve for unexpired risks.

Premium deficiency if any is calculated based on actuarial
valuation duly certified by the appointed actuary.

In accordance with IRDA Circular No IRDA/F&A/CIR/FA/126/
072013 dated July 3, 2013, enroliment costs in RSBY schemes
are absorbed over the policy period. The costs pertaining
to future accounting periods are shown as reduction from
Unexpired Risk Reserves.
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Edelweis General Insurance

Reserve for unexpired risk represent that part of net written
premium which is attributable to and allocated to the
succeeding accounting periods. Reserve for unexpired risk
is calculated on net written premium on all unexpired
policies at the balance sheet date based on 1/365th method
for all segments, other than Health insurance policies with
Health 241 Add ON cover. In Marine Hull business it is subject
to a minimum of 100%. In Health insurance policies with
Health 241 Add ON cover; the unexpired risk is calculated
on net written premium on all unexpired policies at the
balance sheet date based on: a) 1/730 basis where there is
no claim reported in the 1st year of policy b) 1/365 basis
where the claim is reported in first year of policy.

In accordance with IRDAI Circular IRDA/F&A/CIR/FA/126/07/
2013, dated 3rd July 2013, (corrigendum to master circular
IRDA/F&A/CIR/FA/231/10/2012 dated 5th October 2012)
Premium deficiency is recognised at segment revenue
account level when the sum of expected net claim costs
related expenses and maintenance costs exceeds the related
premium carried forward to the subsequent accounting
period as the reserve for unexpired risks. The premium
deficiency is calculated and duly certified by the appointed
actuary.

Future Generali India Insurance

Premium is recognised as income over the contract period
or the period of risk whichever is appropriate on gross basis
net of GST (Goods and Services Tax).

Reserve for unexpired risk in respect of marine hull business
is computed at 100% of Net Written Premium during the
preceding twelve months and other segments it is
computed on the contract period basis or risk period basis,
whichever is appropriate on the unexpired period of
respective policies.

Premium deficiency is recognised when the sum of expected
net claim costs related expenses and maintenance costs
exceeds the related reserve for unexpired risks in accordance
with master circular on preparation of financial statements
of General Insurance Business (IRDAI/F&A/CIR/FA/231/10/
2012 dated 5th October 2012) . The expected claims cost is
calculated and duly certified by the appointed actuary.

GIC Re

Reserve for unexpired risk in respect of Marine Insurance
(Hull) and Terrorism Risk business (included in Fire and
Engineering) is made at 100% of net premium, while for all
other classes of insurance is made at 50% of net premium
of the period for which accounts are prepared.




London, Dubai and Malaysia Branch : Reserve for unexpired
risks is provided at local practice. Adjustment for excess or
short provision in Unexpired Risk Reserves as per IRDAI
requirement, is accounted at head office.

Premium Deficiency Reserve (PDR) ; Where applicable
premium deficiency is worked out separately for each
segmental revenue level basis, viz. fire, marine and
miscellaneous. As per IRDAI Circular No. IRDAI/Reg/7/119/
2016 dated 7 April 2016, Premium Deficiency Reserve is
calculated by Non-life Appointed Actuary.

Go-Digit General Insurance Ltd.

Premium deferred for recognition of income in the future
period related long term motor insurance policies are
included in unallocated premium in the Balance Sheet.

Unearned premium on reinsurance ceded is carried forward
to the subsequent accounting period and is set off against
related unearned premium income.

Reserve for un-expired risks :

Reserve for unexpired risk represent that part of the net
premium written which is attributable to and allocated to
the succeeding accounting periods. In accordance with
IRDAI circular No. IRDAI/F&A/CIR/CPMO56/03/2016 dated
4th April, 2016 and Master Circular on Preparation of
Financial Statements and Auditors Report of General
Insurance Business and corrigendum issued thereon, reserve
for unexpired risks is calculated based on 1/365 method in
all segments subject to minimum of 100% of net premium
written with respect to marine hull policies written during
the year and are unexpired as on balance sheet date.

Premium deficiency is recognised if the sum of expected
net claim costs related expenses and maintenance costs
exceeds the related reserve for unexpired risks. Premium is
assessed at each Balance Sheet date and is recognised at
segment revenue account(s) level. The expected claims
including related expenses and maintenance for premium
deficiency reserve computation calculated and duly
certified by the appointed actuary.

Terrorism Pool : The entire amount of reinsurance accepted
for the current year on this account, net of claims and
expenses up to the above date has been carried forward to
subsequent accounting period as unexpired risk reserve for
subsequent risks if any to be borne by the company.

HDFC Ergo
Premium including reinsurance accepted is recognised as
income over the contract period or risk period as

appropriate after adjusting for unearned premium
(unexpired risk).

Reinsurance premium ceded on unearned premium is
carried forward to the period of risk and is set off against
related unearned premium.

Reserve for unexpired risks is calculated on the basis of 1/
365 method in all segments subject to a minimum of 100%
in case of marine hull and based on net premium written
during the year which ever is higher as per IRDA Circular
No. IRDAI/F&A/CIR/CPM/056/03/2016 dated 4th April, 2016

Premium deficiency is recognised for the company as whole
on an annual basis. Premium deficiency is recognised if the
sum of expected net claim costs related expenses and
maintenance costs exceeds the related reserve for
unexpired risks. Claims costs are calculated and duly
certified by the actuary.

ICICI Lombard

Premium earned including reinstatement premium and
reinsurance accepted is recognised as income over the
period of risk or the policy period based on 1/365 method
whichever is appropriate on gross basis, other than
installment premiums received for group health policies
where in the installment premiums are recognised over the
balance policy period.

Premium allocated to subsequent period is included in
premium received in advance.

Reserve for unexpired risks is created net of reinsurance
ceded and represents premium written that is attributable
to and is to be allocated to succeeding accounting periods
For fire, marine cargo and miscellaneous business it is
calculated on daily pro-rata basis except in case of marine
hull business it is computed at 100% of net premium written
on all unexpired policies on the balance sheet date.

Premium deficiency is recognised at segmental revenue
account level when the sum of expected net claim costs
related expenses and maintenance costs exceeds the related
reserve for unexpired risks. The Premium Deficiency is
calculated and duly certified by the Appointed/ Panel
Actuary.

IFFCO Tokio

Premium and cession thereof are recognized over the
contract period or the period of the risk in respective
revenue account following 1/365 method. Reserve for
unexpired risk representing premium attributable to the
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succeeding accounting period is maintained based on the
above method except in Marine Hull business and
reinsurance acceptances under the Pool arrangements.
Unexpired Risk Reserve for Marine Hull business and
reinsurance acceptances in respect of Terrorism Pool is
maintained at hundred percent of net premium and in
respect of all other reinsurance acceptances under pool
arrangements at fifty percent of the net premium during
the preceding twelve months.

Premium deficiency is recognized whenever expected claim
costs, related expenses and maintenance costs exceeds
related reserve for unexpired risks for each segment of
business.

Kotak Mahindra
Premium earnings are recognised over the period of the
policy or period of risk.

Reserve for Unexpired Risk Reserve for unexpired risk is
recognised net of reinsurance ceded and represents
premium written that is attributable and to be allocated to
succeeding accounting periods for risks to be barne by the
Company under contractual obligations over a contract
period or period of risk, whichever is applicable. As per
circular vide IRDAI/F&A/CIR/CPM/5603/2016 dated April 4,
2016 such reserves are calculated on a pro-rata basis under
1/365 basis subject to 100% for marine hull business, on all
unexpired policies at Balance Sheet Date.

Premium deficiency is recognized when sum of expected
claim costs, related expenses and maintenance costs
exceeds related reserve for unexpired risks. It is done on
annual basis and at segment revenue account level viz. Fire
Marine and Miscellaneous for each segment of business.
Premium deficiency reserve is estimated and certified by the
Appointed Actuary.

In accordance with master circular and corrigendum on
master circular on Preparation of Financial Statements
issued by IRDAI vide circular No. IRDA/F&A/CIR/FA/231/10/
2012 dated 5th October 2012 and Circular No IRDA/F&A/
CIR/FA/126/07/2013, dated 3rd July 2013, respectively, in
respect of calculation and recognition of premium deficiency,
the company does not require to make any provision for
premium deficiency reserve during the current year (Previous
year : Nil)

Terrorism Pool : The entire amount of reinsurance accepted
for the current year on this account net of claims and
expenses up to the above date has been carried forward to
subsequent accounting period as changes in unearned

m The Insurance Times, July 2022

premium under insurance contract liabilities for subsequent
risks, if any, to be borne by the Company.

Liberty General Insurance

Revenue recognition Premium including re-insurance
accepted (other than Motor long term Insurance policies)
is recognized as income over the contract period or the
period of risk (1/365 method) whichever is appropriate on
gross basis net of Goods and Services Tax.

Reserve for unexpired risk represents that part of the net
premium (i.e., premium, net of reinsurance ceded) in
respect of each line of business which is attributable to, and
set aside for, subsequent risks to be borne by the Company
under contractual obligations on contract period basis or risk
period basis (1365 method), whichever is appropriate. In
case of premium retro ceded by the Terrorism pool, reserve
for unexpired risk is created at 50% of the retro ceded
premium (net of XOL premium) during the year

Premium deficiency is recognised at Company level if the
ultimate amount of expected net claim costs and related
expenses and maintenance costs on unexpired period of the
inforce policies exceed the related reserve for unexpired
risks carried forward to subsequent accounting period. The
Company considers maintenance cost as relevant cost
incurred for ensuring claims handling operations. The
Premium deficiency is calculated and duly certified by the
Appointed Actuary.

As on 31st March 2020, as per IRDA (Assets Liabilities and
Solvency Margin of General Insurance Business) premium
deficiency has been calculated at segmental level but
recognised at the company level.

Premium income recognised based on varying risk pattern
is Nil.

Magma HDI

Reinsurance premium is ceded on unearned premium is
carried forward to the period of risk and is set off against
related unearned premium.

Premium on longterm policies is accounted as premium
received in advance.

Reserve for unexpired Risks : is made on the amount
representing that part of the net premium written which is
attributable to and be allocated to the subsequent
accounting period, using 1/365 method

Reserve for premium deficiency : In accordance with IRDAI
Circular premium deficiency is recognised at segmental




revenue account level when the sum of expected net claim
costs and related expenses and maintenance costs (relating
to claims handling) exceed reserve for unexpired risks. In
computing the overall deficiency at miscellaneous revenue
account level premium deficiency arising out of reinsurance
acceptances from declined risk pool is not considered as per
regulatory guidelines. The premium deficiency is calculated
and duly certified by appointed actuary.

Terrorism Pool : The Company has created liability to the
extent of 100% of premium (net of claims and expenses)
retroceded to the company during the year through reserve
for unexpired risks.

National Insurance

Unearned premium reserve is created on the amount
representing that part of the net premium written which is
attributable to allocated to the succeeding accounting
periods including on the yearly premium recognised on long
term motor policies on new cars and new two wheelers sold
on or after 1st of September, 2018 and also on short term
policies, at 50% of net premium except marine hull business,
where it is made at 100% of net premium.

However, no unearned premium reserve is created in case
of Pradhan Mantri Fasal Bima Yojana - Kharif Business, as
the entire risk period falls within the financial year.

Premium deficiency is recognised and disclosed where the
sum of expected claims costs, related expenses and
maintenance costs exceed the related unearned premium
on an annual basis as certified by the Actuary.

Navi General Insurance

Premium including reinsurance accepted is recorded over
the contract period or the period of risk, as appropriate,
after adjusting for unearned premium (unexpired risk).

Long term Motor Own Damage Premium is recorded on a
year to year basis in proportion to the movement in Insured's
Declared Value (IDV) and Third-Party Premium is recorded
equally over the duration of the term of Insurance. The
remaining premium in Long Term Motor business is taken
to Advance Premium Account.

Reserve for unexpired risk represents that part of the net
premium written which is attributable to and allocable to
the succeeding accounting period(s), is calculated net of re-
insurance cession, on the basis of the following method:
50% for Fire / Marine Cargo / Miscellaneous business; and
Reinsurance premium 100% for Marine hull business of the
net premium written over the preceding twelve months.

Premium Deficiency is recognised if the sum of expected net
claim costs and related expenses and maintenance costs
(relating to claims handling) exceed reserve for unexpired
risks. The expected claim costs are calculated and duly
certified by appointed actuary.

In accordance with master Circular and corrigendum on
master circular on preparation of financial statements issued
by IRDAI vide Circular No IRDA/F&A/CIR/FA/231/10/2012
dated 5th October 2012 and IRDA/F&A/CIR/FA/12607/2013,
dated 3rd July 2013, respectively.

New India Assurance

A reserve for unearned premium for each segment,
representing that part of the recognised premium
attributable to succeeding accounting periods calculated on
time apportionment basis is created. This forms part of the
unexpired risk reserves.

Unearned premium reserve is computed in accordance with

guidelines issued by IRDAI as under.

a) Marine hull 100% of net written premium during
preceeding 12 months.

b) in respect of other segments 1/365 method on the
unexpired period of respective policies.

Premium deficiency is calculated where the sum of expected
claims costs, related expenses and maintenance costs
exceed the related unearned premium. The premium
deficiency is recognised as per IRDAI guidelines and forms
part of unexpired risk reserve.

Oriental Insurance

Reserve for unexpired risks is based on a percentage there
of, being 50% in case of fire, marine cargo and miscellaneous
business and 100% in case of marine hull business. It
represents the net premium attributable to the successive
financial years. Unexpired risks for kharif crops is taken as
nil as it is short term expiring within the accounting period.
The premium is booked in compliance of compendium to
master circular ref. no. IRDA-F&A-CIR-FA-126-07-2013 dated
3rd July, 2013.

Premium deficiency is calculated where the sum of expected
claims costs, related expenses and maintenance costs
exceed the related unearned premium. The premium
deficiency is recognised as per IRDAI guidelines and forms
part of unexpired risk reserve.

Raheja QBE
Revenue Recognition: Premium Income: Premium (net of
GST), on direct business and reinsurance accepted, is
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recognized as income based on 1/365th Method of contract
period or risk period whichever is appropriate.

Reserve for unexpired risk represents that part of net
premium (net of proportional reinsurance ceded) which is
attributable to, and set aside for subsequent risks to be
borne by the Company under contractual obligations on a
contract period basis or risk period basis, whichever is
appropriate. The reserves are computed as 100% in case of
Marine Hull business and 1/365th method on unexpired
period in case of other businesses.

Premium deficiency is recognised if the ultimate amount of
expected net claims costs related expenses and maintenance
costs exceeds the sum of related premium carried forward
to the subsequent accounting period as the reserve for
unexpired risks. Premium deficiency is maintained at company
level and monitored by line of business.

In accordance with IRDAI circular IRDAI/F&A/CIR/FA/126/
07/2013, dated 3rd July, 2013 insurers are not required to
recognise premium deficiency arising out of Motor Third
Party Portfolio including esrtwhile Motor Pool, Declined Risk
Pool and Other Pools. Accordingly during the year the
company has not recognised premium deficiency on motor
third party portfolio which was accounted hitherto.

Extent of premium income recognised based on varying risk
pattern is nil.

Reliance General Insurance

Reserve for Unexpired Risk Reserve for unexpired risk is
made on the amount representing that part of the net
premium written which attributable to, and to be allocated
to the succeeding accounting period using 1/365 method for
all lines of business other than Marine Hull. In case of
Marine Hull business 100% of the Net Written Premium
during the preceding twelve months is recognized as reserve
for Unexpired Risk.

Premium deficiency is recognised if the cost of expected net
claims costs related expenses and maintenance costs
exceeds the sum of related premium carried forward to the
subsequent accounting period as the reserve for unexpired
risks. Premium deficiency is recognised at the company level.
The Company considers maintenance costs as relevant costs
incurred for ensuring claims handling operations. Premium
deficiency is calculated and duly certified by the Appointed
Actuary of the Company.

The Company has created liability to the extent of 50% of
premium retroceded to the company through reserve for
unexpired risks.
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Royal Sundaram

Premium is recognised as income over the contract period
or period of risk as appropriate and for installment cases it
is recognised on installment due dates after adjusting for
unearned premium and premium deficiency if any,

Premium deficiency is recognised whenever expected claims
cost related expenses and maintenance cost exceed related
reserve for unexpired risk in fire, marine, miscellaneous
revenue accounts.

The reserve for unexpired risks represents the proportion
of premium relating to periods of insurance subsequent to
the balance sheet date. Calculated principally on a daily
prorata basis, as stipulated in the IRDAI circular IRDAI/F&A/
CIR/FA/05603/2013. However in respect of marine cargo,
marine hull business a fixed percentage of 50 and 100
respectively on net written premium of the year is adopted.

Re insurance Ceded : Un earned premium on reinsurance
ceded is carried forward to the period of risk and set off
against related unearned premium

Indian Market Terrorism Risk Insurance Pool : A reserve for
unexpired risk is recorded at 100% of net premium
retroceded to the Company from the pool during the year.

Premium income recogised based on varying risk pattern is nil.

Sriram General Insurance

Direct Business: Reserve for unexpired risk (risk related to
period subsequent to the Balance Sheet date) represents
that part of the net premium (i.e., premium, net of
reinsurance ceded) which is attributable to, and set aside
for subsequent risks to be borne by the Company under
contractual obligations on contract period basis or risk
period basis, is calculated on "day basis" in terms of Circular
No. IRDA/F&A/CIR/FA/126/07/2013 dated 3rd July 2013.

Reinsurance accepted under pooling arrangement: The
entire amount of reinsurance accepted from Terrorism Pool,
for the current year on this account, net of claims and
expenses is carried forward to the subsequent accounting
period as 'Reserve for Unexpired Risk' for subsequent risks,
if any, to be borne by the Company.

Premium deficiency is recognised if the ultimate amount of
expected net claim costs related expenses and maintenance
costs exceeds the related premium carried forward to the
subsequent accounting period as the reserve for unexpired risks.
Premium deficiency is calculated at business segment level.

Extent of premium income recogised based on varying risk
pattern is nil.




Star Health & Allied Insurance

Premium is recognised as income over the contract period
or the risk period on the commencement of risk after
adjusting for unearned premiums (Unexpired Risk)

Unearned premium reserve is created as the amount
representing that part of the premium written (Net of
reinsurance ceded) which is attributable to and is to be
allocated to the succeeding accounting periods. It has been
calculated at 50% of net written premium of preceeding 12
months as per IRDAI directives.

Unearned premium on reinsurance ceded is carried forward
to the period of risk and setoff against related unearned
premium.

Premium deficiency is recognised whenever expected claims
cost related expenses and maintenance costs exceed related
reserve for unexpired risks. The premium deficiency is
calculated and duly certified by the appointed actuary.

Tata AIG

Reinsurance premium ceded on unearned premium is
carried forward to the period of risk and is set off against
related unearned premium.

Reserve for unexpired risk, representing that part of the
premium written attributable and allocable to the
subsequent accounting period(s) is calculated net of
reinsurance cession on the basis of 1/365th method as per
IRDAI Circular No. IRDAI/F&A/CIR/CPMA5603/2016 dated
April 4, 2016.

Premium deficiency is recognised at segmental revenue
account level, when sum of expected claims costs and related
expenses and maintenance costs (related to claims handling)
exceed the reserve for unexpired risks. The premium
deficiency is calculated and duly certified by the AA.

For unearned premium reserve accounting, the amount of
reinsurance premium accepted for the risk assumed in the
current financial year on this account has been carried
forward to the subsequent accounting period at 50% of the
reinsurance premium accepted as unexpired risk reserve for
subsequent risk, if any, to be borne by the Company.

There is no premium deficiency for the company on overall
basis in accordance with para 2(2) of Schedule Il of Insurance
Regulatory and Development Authority of India (Assets,
Liabilities and Solvency Margin of General Insurance
Business) Regulations 2016.

Extent of premium income recogised based on varying risk
pattern is nil.

Universal Sompo

Premium earned including Reinstatement Premium is
recognized as income over the period of risk or the contract
period based on 1/365 method, whichever is appropriate on
a gross basis,net of goods and service tax.

Reserves for Unexpired Risk Reserve for unexpired risk is
recognized net of reinsurance ceded and represents
premium written that is attributable and to be allocated to
succeeding accounting periods for risks to be borne by the
Company under contractual obligations on a contract period
basis or risk period basis, whichever is appropriate. It is
calculated on a daily pro-rata basis (1/365th method) for all
lines except for Marine Hull. In case of Marine Hull reserves
shall be computed as 100% of net written premium during
the preceding twelve months.

Premium deficiency is recognised at Company level when
the sum of expected claim costs and related expenses and
maintenance costs (related to claims handling) on the
unexpired period of the in-force policies exceed the related
reserve for unexpired risks. The Company considers
maintenance cost as relevant cost incurred for ensuring
claims handling operations. The Premium deficiency is
calculated and duly certified by the Appointed Actuary.

The Company has recognised Nil of the total premium
earned from the Miscellaneous -Engineering class of business
based on varying risk pattern. The risk pattern determined
based on underwriting estimates which are inturn based on
project related information received from the customers,
and these are relied upon by the Company.

United India Insurance

Premium income is recognised on assuption of risk and is
adjusted for increase or decrease in reserve for unearned
premium calculated as per 4.3 above.

Reserve for unexpired risks comprises of Unearned premium
reserve and Premium deficiency reserve.

Unearned premium reserve is made on the amount
representing that part of net premium written which is
attributable to, and allocated to the succeeding accounting
period/s at 50% of net premium except in case of marine
hull business, nuclear pool and terrorism (fire and
engineering) where it is made at 100% of net premium.

Premium deficiency is calculated where the sum of expected
claims cost, related expenses and maintenance costs exceed
the related unearned premium. The premium deficiency is
recognised as per IRDAI guidelines. 1
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15T JULY, NATIONAL DOCTORS DAY - FIRST DO
NOHARM

he doctors talk of medicine. What is the good of

medicine when it can't cure? What do the doctors

know? They are the first hurdle to good health. It

is because doctors misunderstood the meaning of
good health. For example, the mothers of the world ceased
to experience motherhood! How can they? When every child
birth is Caesarian!? No doctor speaks of good health; they
only speak of diseases!

"Our body is a machine for living. That is what it is made for,
and that is its nature. Leave life to take care of itself, and
don'tinterfere. It will fight its own battles a great deal better
than if you paralyze its powers by encumbering it with
remedies. Our body is a perfect watch meant to go for a
certain time; the watch maker cannot open it - he can only
adjust it by fumbling his way blindfold." (Leo Tolstoy).

Majority modern day 'doctors'-will do anything for few rupees
maore. If Hypocrites were to witness it, he will withdraw his
oath in shame. An ancient Sanskrit saying:

e
ST s e |

Meaning: "When the body is ruined and has many diseases,
the sacred waters of Ganga (which confers health) alone is
the medicine, and the doctor can be none other than Lord

Dr. K Raja Gopal Reddy
PhD, FIIl, FCI(UK), FLMI (US),
. Chartered Insurance Practitioner
- | Principal Officer
Topspot Insurance Broking Private Limited
(Commercially known as insurancepe)
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Himself."Again,at some other place it is observed:
AT FF ARG |
TAgEiauTTARa: T | |

Meaning: Salutations to you, O Doctor (vaidya-raaj), the
brother (sahodar) of Yamraaj (God of death). Yamaraj only
takes life (praana), whereas the doctor takes life as well as
money (dhana)! To synthesize: O Vaidyaraaj | offer salutations
as you are real brother of Yamaraaj. While Yamaraaj robs a
person of life anly, you rob both life and wealth!

"I swear by Apollo the Healer, by Asclepius, by Hygieia, by
Panacea, and by all the gods and goddesses, making them
my witnesses, that | will carry out, according to my ability
and judgment, this oath and this indenture."This pledge is
from the Hippocratic oath, written nearly 2500 years ago,
forms part of the Western medicine.

Some doctors see the oath as a formality, some can't
remember taking it, and some think it is irrelevant. Medical
students usually take an oath when they graduate. There is
no standard universal approach. In India, some organizations
are trying to make their presence felt in the field of medicine.
They came up with an idea about how doctors should take an
oath by the father of Ayurveda - Maharishi Charak!

Leo Tolstoy in his classic "War & Peace" observed that 'our
body is a machine for living' and this machine cannot be
tampered with. The message of Hippocratesis simple - "First
donoharm".

On the eve of National Doctor's Day (1st July), we request
the hospitals and doctors to bear in mind that it is not medical
insurance that counts...but the good health of a patient. "First
donoharm". 1]
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Introduction: Reinsurance

Reinsurance is a valuable and diverse product that assists
an insurance company in properly hedging its business risks
while also protecting its capital position. It has a critical role
in the Indian economy, and as a result, it holds a significant
position in the financial markets to protect and sustain
insurance entities.

It is a risk-transfer mechanism in which an insurance
company transfers the risk of an insurance policy to a
reinsurer in exchange for a fee under a Reinsurance treaty
(contract). In reinsurance, one direct insurance company
(also known as a Ceding firm) transfers (cedes) a portion of
the risk to another (called Reinsurer). In simple terms
"Reinsurance is an insurance for the insurance companies.”

About the author

Anushka Gupta

Assistant Manager, Client Advisory Group,
Alliance Insurance Brokers Pvt. Ltd.,
Mumbai - India

Need for reinsurance

Mainly a direct insurer needs reinsurance
% To be protected in case of catastrophe.

< To keep the annual fluctuations in the losses he must
endure on his account to a minimum (as much as
practicable).

Type of reinsurance
Reinsurance is divided into two types first is treaty
reinsurance and second is facultative reinsurance. Treaty
reinsurance is divided into two parts proportional treaty and
non-proportional treaty.
« Types of proportional Treaty Reinsurance

o Quota Share

o Surplus
«# Types of non-proportional Treaty Reinsurance

o Excessof Loss

o Excess of Loss Ratio (Stop-Loss)

o Pools

Insurance and reinsurance play a crucial part in support of
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the growth and development of any economy. Insurance
helps and supports people as also an industry in case of
accidents and insurance investments that are long-term in
nature aid in infrastructure development for a developing
economy. By promoting appropriate risk management and
providing a source of finance to respond to damages and
losses sustained by consumers, corporations, and
governments, the insurance industry also plays an important
role in minimizing risks in the economy.

Reinsurance is a high-capital industry. It also has to adhere
to reserving regulations similar to those used by insurers,
implying that profitability and dividend declaration/release
will take a lengthy time. It's a business whose prospects are
intertwined with those of primary insurers, and reinsurer
profitability is a pipe dream in an era of fierce competition
and sloppy/unscientific rate making on the part of primary
insurers.

GIC Re was founded in 1972 as an Indian reinsurer in the
expanding reinsurance market. It began as a single point of
contact for the four state-owned Indian general insurance
firms to safeguard their risks, and then grew into a full-
service worldwide reinsurer.

The Market for Reinsurance expansion in

India

In India, the sole indigenous reinsurance business, General
Insurance Corporation of India (GIC Re), has long had a
monopoly on professional reinsurance activities. Recent
legislative amendments have progressively opened the
market to multinational organizations, making it easier to
create overseas reinsurance offices.

GIC Re is primarily focused on Asia, the Middle East, and
Africa, with subsidiaries in the United Kingdom, Russia, the
United Arab Emirates, Malaysia, South Africa, and Brazil.

During the 2018-2019 fiscal year, GIC Re held 81 percent of
the Indian reinsurance market's revenue or 6.357 billion
dollars. At the end of the 2019-2020 financial year, which
ended on March 31, 2020, the Indian reinsurance market
as a whole recorded a turnover of 637.12 billion INR (8.46
billion USD). This is a 16.57 percent increase over the 546.56
billion INR (7.85 billion USD) reported in the previous fiscal
year. With a turnover of 510.3 billion INR, the General
Insurance Corporation of India (GIC Re), the only domestic
reinsurance provider, controls 80.09 percent of the market
(6.78 billion USD).
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GIC Re-recorded a financial loss of 3.59 billion INR (47.72
million USD) in the 2019-2020 fiscal year, compared to a net
profit of 22.24 billion INR (319.67 million USD) in the
previous fiscal year.

The obligatory reinsurance cession rate in India has been
reduced by the Insurance Regulatory Authority of India
(IRDAI). The proportion decreased from 5% in the years
2021-2022 to 4% in the years 2022-2023.

How Reinsurance Affects the Direct

Insurer

The reinsurer offers value to the services a direct insurer

provides to his clients in a variety of ways.

s By taking on the direct insurer's disaster risks, the
reinsurer minimizes the likelihood of the direct insurer's
failure.

« By taking up a portion of the direct insurer's risk of
random fluctuation, change, and error, he helps to
stabilize the balance sheet.

“ By covering huge sums-insured and highly exposed risks,
he improves the direct insurer's portfolio's balance.

*.
e

He increases the capacity of the direct insurer's
underwriting by absorbing a proportional share of the
risks and providing a portion of the required reserves.

« By releasing stock that had been tied up to pay risks,
he raises the amount of capital effectively available to
the direct insurer.

% He improves the efficiency of the direct insurer's
operations by providing a variety of services.

< Kinds of services: for example, by

*+  Getting underwriting data from all across the world and
putting it together:

% Special dangers are assessed and evaluated.
« Provision of loss prevention consultancy

% Supporting actuarial work by assisting with loss
adjustment.

% Members of the cedent's team are being trained in the
following areas

Business Figures of Re-Insurance in India

One of the most important factors of reinsurance is to
reduce the disruption in India or worldwide. Because of the
increased pandemic uncertainty, reinsurance demand is
rising. While improving pricing movement is a huge plus for
both the reinsurance and insurance sector, economic




challenges might reduce premium revenue and undermine
asset quality for main insurers.
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Reinsurance Lines

1. Property reinsurance - Fire and Engineering
It is primarily concerned with a variety of various types of
initial insurance businesses. The reinsurance contract
completely covers physical loss or damage to real and
personal property, as well as the financial repercussions of
such loss or damage, as defined in the original policy.

Marine Hull Earned Premium (in crore)

W 2017-18 W 2018-19 » 2019-20 @ 2020-21

Fire Earned Premium (in crore)

W 2017-18 ® 2018-19 & 2019-20 & 2020-21

4. Marine Cargo reinsurance

Most nations' marine cargo industry is dominated by the
ocean and air transit, but in countries like India, inland
transit via rail, road, or waterways accounts for a significant
percentage of the premium.

2. Accident/Liability Reinsurance

Motor, personal accident, burglary, jeweller's block, non-
traditional insurances, and a variety of liability insurances
cover the risk of legal exposures to third parties and the
general public as a result of products sold, as an employer,
a director, or executive, like software vendors, like stock
exchanges, banks, and financial institutions.

3. Marine Reinsurance
Hull insurance is classified into two major groups, namely

< Ocean-going boats, such as bulk carriers, tankers, and
OBOS.

<« Local vessels such as barges, lighters, launches, tugs,
dredgers, trawlers, and so on.

Marine Cargo Earned Premium (in crore)

W 2017-18 ® 2018-19 ™ 2013-20 ¥ 2020-21

5. Aviation reinsurance

Aviation reinsurance makes advantage of all types of
reinsurance protection that have been created throughout
time. Although the challenges connected with aviation
insurance are not uncommeon, it is unusual to find a class of
company where they all exist at the same time. Because
risks are put in all nations through reinsurance exchange,
the aviation insurance industry is global. On a global scale,
this results in a competitive and free market. Reinsurance
is important in aviation insurance since about 80% of all
aircraft are reinsured.
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Aviation Earned Premium (in crore)

W 2017-18 = 2018-19 = 2019-20 = 2020-21

6. Agriculture reinsurance

This comprises farmers' production and financial risks, as well
as other stakeholders' shortfall risks, such as input suppliers
and grain processors. Multi-peril crop, hail, and named peril
insurance, which covers both production and revenue
changes from catastrophic occurrences, are among their
main requirements.

Agriculture Earned Premium (in crore)

W 2017-18 ™ 2018-19 = 2019-20 ™ 2020-21

Reinsurance - Claims

Total Reinsurance Claéms Experience (Cr) FY 2017-21
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The above graph shows the total reinsurance claims
experience (CR) FY 2017-21, it can be seen that both Indian
& faoreign reinsurers received higher claims in FY2019-20
covid-19 would be the main cause of the higher premium.

Conclusion - systematic review
Reinsurance businesses are experts in risk management,
drawing on their extensive study and knowledge of risk
causes from throughout the world. Reinsurance businesses
combine risks from a variety of insurers and price them
accordingly. To ensure their risks, they collect premiums from
insurance firms. When a client's reinsurance business
receives a claim, they pay the insurance company their
portion of the risk insured, which then settles the claim with
the consumer. Insurance and reinsurance businesses can
share high-value or sub-standard risks in this way.

The COVID-19 pandemic has added to the sector's
uncertainty, which was already seeing an increase in loss
activities as a rise in claims portion. The COVID-19 pandemic
has a significant impact on the aviation sector throughout
the world, with airline operations being halted for most of
2020-21.

Going Concern On the basis of their assessment of the
reinsurance companies' financial positions and after making
appropriate enquiries, the report reasonably expect that the
companies have adequate resources to continue in
operational existence for the foreseeable future. The report
has considered the impact of Covid-19 and believed that,
due to participating on multiple syndicates and thus
diversifying their risk, it will not impact on the companies'
ability to continue as a going concern.

Economic issues caused by Covid-19 could lead to large losses
in some lines and an increase reinsurance purchases.
Reduced claims in some areas like motor insurance may lead
to insurers purchasing less reinsurance. These competing
forces mean that the longer-term impact on reinsurance
remains highly uncertain.

Reference
Various sources




w

% BIMTECH

BIRLA INSTITUT

Advertorial

MAGTMIWT TECHROLOG

Birla Institute of Management Technology (BIMTECH) holds
Commencement Day 2022, 2022-24 batch; Economist Dr
Ajit Ranade and S&P Global ED Ms Bhavana Batra offer

Success Mantras

On June 18 2022, BIMTECH Greater Noida held the
Commencement Ceremony to welcome its new PGDM 2022-
24 batch on campus. The ceremony was attended by about
300 students, and their parents, who have joined four
programs at BIMTECH -- PGDM-Core, PGDM-International
Business, PGDM- Insurance and PGDM-Retail. Well known
Economist Dr Ajit Ranade and Ms Bhavana Batra, Executive
Director, Global People Programs Leader, S&P Global
addressed the students and their parents.

Complimenting BIMTECH leadership, Dr Ajit Ranade said,
"BIMTECH does not believe in resting on its laurels. It keeps
climbing and reaching newer heights!" In an inspiring
speech, Ms Bhavana Batra said, "You are lucky to be entering
the MBA program in an era where there are so many
opportunities. Be buoyant and open to opportunities. But
remember these opportunities will not come to you. You
need to work hard for it."

In his welcome address Dr Harivansh Chaturvedi, Director,
BIMTECH talked about the diversity. Dr Chaturvedi said,
"BIMTECH is a rainbow of diverse cultures of India." He
further added that BIMTECH has admitted 40 percent
female and 60 male students this year and students are from
all education backgrounds.

Complimenting incoming students, Dr Ranade said, "In
domain of private sector management education, BIMTECH
is in top 10 or even top 5 B-schools. You have absolutely
made the right choice."Dr Ranade, a well-known economist,
was the President and Chief Economist at Aditya Birla Group.
He has earlier served as an Executive Officer of Financial
Technologies India Ltd. and Chief Economist at ABN AMRO
Bank. He has served on various committees of the Reserve
Bank of India. Ms Bhavana Batra, ED, S&P Global inspires
students

In an inspiring address the Guest of Honour, Ms Bhavana
Batra shared her perspectives on changing World of Work,
and how MBAs can do well in these uncertain times.

Ms Batra said, "We are living in times of significant change.
Covid 19 has changed how business is done, and how we
work. Honestly, no one is sure of the future! No one can
claim to know it all. Everyone is learning new things and
trying to improve every day."

Offering an example, Ms Batra said, "Today our Supply
Chain is being reconfigured completely. We no longer rely
on a single vendor. We don't even rely on a single country.
Businesses want to diversify across continents... This requires
new thinking, capabilities and execution."

Motivating young students, she said, "This is a great time
for MBAs to learn business management. Be buoyant and
be open to opportunities!" She however cautioned students:
"But remember these opportunities will not come to you.
You need to work hard for it."

Ms Batra said MBAs should focus on following areas to
improve their employability:

Continuous Learning: Lean constantly and add value to
yourself.

Relationship Building: Relationships will help you learn and
give you comfort in difficult times. So, leverage this
opportunity to build stronger relationships.

Problem Solving Skills: In industry, we look for problem
solvers. We look for people who have the ability to leverage
different aspects of learning and offer options to problems.
So, think on those lines. Have a tangible takeaway in
everything you do. It will differentiate you.

Concluding her talk, Ms Batra said, "You cannot achieve
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anything without perspiration and getting your hands dirty.
Today, the organization mantrais Fail Fast! So, try your hands
at the various opportunities offered during an MBA
program. You will fail at some, but move on and take the
next challenge!"

Orientation programme for newly
admitted students of PGDM-Insurance
Business Management programme
batch of 2022-24 was held on 20th
June 2022.

The Programme started with the Introduction of Insurance
faculty and staff to the students by Prof. Pratik Priyadarshi
Associate Professor & Programme Coordinator-PGDM-IBM
Programme. Thereafter the students gave a brief
introduction of themselves. This was followed by a welcome
address by Dr. Abhijit K. Chattoraj- Dean (SW-SS), Professor
and Chairperson-PGDM-IBM programme who welcomed the
chief guest and guest of honour. The Anchor for the
programme Prof. Monika Mittal- Assistant Professor &
Programme Coordinator-COOLS introduced the Chief
Guest.,Mr.AbhayTewari, Managing Director & CEO, Star
Union Dai-ichi Life Insurance Co. Ltd., and Guest of Honor.,
Mr. K.B. Vijay Srinivas, Director & loint Additional Charge
CMD (Retd.), United India Insurance Co. Ltd., Director-
General-ACDR. The faculties associated with the IBM
programme namely Prof. Manoj Kumar Pandey, Prof. Pratik
Priyadarshi, Prof. Manoj Pareek, and Prof. Monika Mittal
were present along with students.

Post this introduction the students were addressed by the
Chief Guest for the day - Mr. AbhayTewari. The chief guest
spoke about how the insurance sector served society at
large and had a critical role to play in a growing economy
like India. He emphasised that the penetration of insurance
in India compared to the world average was dismal so there
was a lot of room for growth in this sector. People looking
to make a career in insurance needed to adapt to new
technology and should acquire leadership skills along with a
growth mindset apart from having core business knowledge.
Since insurance was a push product rather than a pull
product in India there was a need to make insurance
relevant to people. Though he had actuarial qualifications
and long experience as an actuary he felt that exposure to
sales management early in his career was a key factor for
his success in corporate life.

Dr. Harvansh Chaturvedi, Director of BIMTECH graced the
occasion by welcoming the Guest of Honour Mr. K.B. Vijay
Srinivas. Mr. Srinivas discussed how India was well placed
for rapid growth in the requirement of insurance services.
Mr. Srinivas talked about various functional areas in a
general insurance company and the employment avenues
available to young career seekers in these areas. Besides
functional jobs, he emphasised an insurance career created
a skill set that could lead to self-employment. The students
could start their ventures as intermediaries, technology
start-ups, investigation, and survey agencies.

The session concluded with a vote of thanks by Prof. Manoj
K. Pandey.

Future Generali India Insurance adjudged ‘Best General Insurance
employer’ by Great Place to Work

Future Generali India Insurance Company Limited (FGII), the general insurance arm of the joint venture between retail
giant Future Group and global insurer Generali, has been recognized for its ‘employee centric approach’” and ‘Human
Touch’ philosophy, yet again. FGII outshines amidst the ‘General Insurance’ category by emerging as the employer of
choice and earning its place amidst the much-coveted list of ‘India’s top 50 best companies’ to work with as per ‘Great
Place to Work® Institute’.

FGII's ambition is to be a ‘Life Time Partner’ to its customers by combining simplicity and innovation with empathy and
care along the entire customer journey. They are of the strong belief that customer delight and employee satisfaction
go hand in hand, and its ambition of housing strong and happy customer relationships will be delivered through its
happy and motivated employees. Over the last few years, the company has made extensive efforts towards orchestrating
an appropriate organisational design aimed at fostering a culture of growth and productivity, a nurturing environment
for employees that enables them to realise their full potential and progress in their career aspirations with FGII.

The pandemic stood testimony to some of FGII’s people practices, relevant to the difficult times. Right from prioritizing
employee safety, job, and financial security, providing for medical needs to emphasize on mental health for employees
and families, the management stayed focused on keeping employees first.
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HC order asking insurance firm to com-

pensate farmers for crop loss stayed

The Supreme Court has stayed a Bombay High Court order
which had asked Bajaj Allianz General Insurance Company Ltd.
to compensate over 3.5 lakh farmers under the Pradhan
Mantri Fasal Bima Yojana (PMFBY) for loss of soya bean crop
due to heavy rainfall in 2020. A Supreme Court vacation bench
comprising justices ] K Maheshwari and Hima Kohli, however,
asked the insurance company to deposit Rs 200 crore with its
registry within a period of six weeks from June 16.

In a major relief to soya bean farmers of Osmanabad dis-
trict of Maharashtra who had suffered crop loss due to
heavy rainfall in the Kharif season of 2020, the Bombay High
Court circuit bench in Aurangabad recently directed the
insurance company to compensate them.

The insurance firm was represented in the Supreme Court
by senior advocate Vivek Tankha and other lawyers includ-
ing Tanvi Dubey.

While issuing notice on the appeal of the insurance firm,
the SC bench, on June 16, said, "In the meantime, there
will be a stay of operation of the impugned judgment sub-
ject to the petitioner depositing an amount of Rs 200 crore
with the Registry of this Court within a period of six weeks
from today, as requested. The amount deposited shall be
invested in an interest bearing fixed deposit in a nationalised
bank until further orders."

In the event the amount is not deposited within six weeks,
the order of stay shall stand automatically vacated with-
out further reference to the court, it ordered.

The bench directed the petitioner farmers and the state
government to file their replies within six weeks.

The high court, while directing the insurance firm to com-
pensate the farmers, had said that if the company failed to

pay then the state government should compensate the
farmers for the crop loss.

"If the amount is not paid by the insurance company...the
state government is directed to pay such claim for compen-
sation for post-harvest loss caused to the soybean crop in
Kharif season 2020 to remaining 3,57,287 agriculturists of
Osmanabad district within a period of six weeks thereaf-
ter," the high court had said.

The high court order had come on a batch of petitions of
the farmers challenging the refusal of their insurance cov-
erage for their post-harvesting losses.

The farmers had submitted that they had paid premiums
for insurance coverage of their crops.

The high court was also informed that the insurance com-
pany received over Rs 500 crore as premium under the
Pradhan Mantri Fasal Bima Yojana from farmers in
Osmanabad.

NHRC seeks mandatory insurance, acci-
dent covers of Rs 15 lakh for truck driv-

ers

The National Human Rights Commission (NHRC) has issued
anadvisory to central government, the states, and the union
territories to defend the interests of truck drivers after
seeing that their legal entitlements are not given enough
consideration. The recommendation has advised that the
Motor Vehicle Act, 1988 be revised to require the purchase
of personal accident insurance for each driver, co-driver, and
helper of a commercial truck in an amount not less than Rs
15 lakh.

The NHRC has written to the Union ministries and depart-

ments, chief secretaries of states, and administrators of UTs,
asking them to implement its recommendations in the ad-
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visory and has sought an Action Taken Report' within three
months.

Some of the other recommendations include providing cash-
less treatment to drivers, co-drivers, and helpers injured or
incapacitated in road accidents, establishing and regularly
maintaining driver rest stops and lay byes consisting of park-
ing areas, furnished restrooms, and restaurants providing
food and beverages at reasonable rates, mechanic shops,
medicine shops, doctor's clinics, etc. At regular intervals,
not exceeding 40 kilometres, along national highways and
at prominent locations along the state highways and other
major district roads.

"Establish fully equipped Trauma Centres at regular inter-
vals along highways to extend emergency to victims of road
accidents. Launch a special drive to create awareness and
register all truck drivers, co-drivers, and helpers on the e-
Shram portal to avail benefits of Pradhan Mantri Ayushman
Bharat Jan Arogya Yojana (PM-ABJAY) as well as Pradhan
Mantri Jeevan Jyoti Bima Yojana (PM-JJBY) and Pradhan
Mantri Suraksha Bima Yojana (PM-SBY) and Old Age Pro-
tection under Pradhan Mantri Shram Yogi Mann Dhan (PM-
SYMD)," read the advisory.

NHRC chairman Justice Arun Mishra had chaired a Core
Group meeting on Business and Human Rights on the is-
sues of commercial truck drivers and had expressed serious
concerns over the plight of commercial truck drivers and
suggested collaborative, pragmatic, and implementable
solutions to safeguard their rights.

The NHRC has also proposed to launch a Group Insurance
Scheme providing for life as well as health cover for truck
drivers on payment of a nominal subsidized subscription and
minimizing physical interface between truck drivers and law
enforcement agencies by providing online facilities for auto-
generation of challans for over-speeding, grant and renewal
of registration and fitness certificates, permits and licenses,
payment of taxes and penalties only online besides storage
of vehicle-related documents.

"Installation of speed cameras at regular intervals along
highways for detection besides mandatory installation of
vehicle location tracking devices in each truck to track and
detect overspeeding. Establish an online portal and a round
the clock helpline to receive complaints along with evidence
(photographic, video graphics, and documentary) from truck
drivers," it said. O

Motor Technical Seminar organised by Udaipur Unit : llISLA
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A one day Motor Technical Seminar was held by Udaipur
Unit under Rajasthan Chapter, HISLA on 26/06/2022.

The seminar was aimed to enhance the knowledge of the
members and to update the members about new technol-
ogy in the automobile/insurance industry. The learned fac-
ulties updated the members about working and functions
of Electric Vehicle, Mechatronics technology, Spot Survey,
Report presentation and Bulker body fabrication/case study
etc.

Rajasthan Chapter Chairman Tilak Raj Verma welcomed all
the delegates. IIISLA National President Sri Lalit Gupta

m The Insurance Times, July 2022

graced the occasion. Answer of all
the queries of members are given
by National President During open
session.

Convener Sri Dinesh Agarwal gave
the Vote of thanks with a promise
to arrange a three days seminar
shortly.
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IRDAI Circular

Product Filing procedure

IRDAI/NL/CIR/MISC/107//2022
Dated: 1st June, 2022

1. Currently, the filings of General Insurance Products are
governed by the Guidelines on ‘Product Filing Proce-
dures for General Insurance products issued vide ref:
no. IRDAI/NL/GDL/F&U/030/02/2016 dated 18th Febru-
ary, 2016..

2. The relevant provisions of product filing procedures are
as under:

a. Asperpara 7.2 (1) of said guidelines, ‘the File and
Use Procedures require the products to be neces-
sarily filed with the Authority before these are
marketed. All Retail Products (including their modi-
fications) shall be filed with the Authority under File
and Use Procedures. However, the commercial
products offered to commercial customers (such as
Micro Small & Medium Enterprises, small shops and
establishments, trustees, cooperative societies
etc.,) with a policy Sum Insured up to 5 Crs (for
package policies fire section Sum Insured) or as
prescribed by the Authority from time to time shall
be filed under File and Use Procedures’.

b. The Commercial Products shall fall under Use and
File Procedures in terms of para 7.2 (lll) of said
guidelines.

3. In order to facilitate the industry to respond faster to
the emerging market needs, in terms of designing and
pricing of general insurance products and to promote
efficiency in the conduct of general insurance business,
the Authority, in exercise of the powers conferred un-
der Section 14(2)(i) of IRDA Act, 1999 hereby permits
the general insurers to file all products under Fire,
Marine, Motor and Engineering lines of business under

Circular

Use and File procedure for both Retail and Commercial
categories. However, the Retail products of Miscella-
neous lines of business (including modifications of cur-
rent products) having initial sum insured upto Rs. 5
Crores shall continue to be filed with the Authority un-
der the File and Use Procedure.

4. Accordingly, Para 7.2(l) and 7.2 (lll) of Guidelines on
Product Filing Procedures for General Insurance prod-
ucts stands modified to the above effect (Para 3).

5. All the other provisions and requirements of Guidelines
on ‘Product Filing Procedures for General Insurance
products’ shall remain applicable.

6. This circular shall come into force with immediate ef-
fect.

7. The new and revision of products / add-ons filed with
the Authority prior to the effective date of this circular
shall be processed as per the current provisions.

(Anita Josyula)
General Manager (Non-Life)

Use and file procedure for all categories of
products under health insurance business
- reg
Ref: IRDAI/HLT/REG/CIR/108/06/2022

Date: 01 June, 2022

Reference is invited to Consolidated Guidelines on Product
Filing in Health Insurance Business ref no: IRDAI/HLT/REG/
CIR/194/07/2020 dated 22 July 2020. In partial modification
of these guidelines dated 22 July, 2020 and in superseding
circular ref no: IRDAI/HLT/REG/CIR/29/02/2021 on “Modifi-
cation guidelines on product filing in health insurance busi-
ness” dated 08 February 2021 the following norms are in-
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troduced in respect of all categories of products offered
under Health Insurance Business.

1.
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All categories of products and add-ons or riders to be

introduced or modified / revised under health insurance

business and offered by General and Health Insurance

Companies are permitted to be launched through “Use

and File” by duly complying with the following norms.

i. Insurers shall have in place the Board approved
policy of products that are to be offered or modi-
fied / revised which shall at minimum address (i) the
philosophy of the company in enhancing the insur-
ance penetration (ii) the health insurance needs of
the insurable population (iii) provision of inclusive
insurance to all the market segments (iv) the need
for providing simple and easily comprehendible
products. The Board approved policy shall also com-
ply with the norms specified herein and the same
shall be complied at the point of launching the prod-
ucts or modification / revision of the products. The
Product Management Committee of the insurer
shall ensure compliance to the policy of the board
while signing of the new products or modification
of products.

ii. Insurers shall file the proposed name of the prod-
uct, date of approval by Product Management
Committee and shall obtain the UIN. Thereafter,
Insurers shall file the product along with all other
documents specified in Consolidated Guidelines on
Product Filing in Health Insurance Business dated
22 July, 2020 with the Authority within 7 days of
launch of the product.

iii. Insurers shall ensure that the product pricing is vi-
able, self-sustainable and affordable to the targeted
market.

iv. The revision in the price, if any, shall be effected
only based on the underlying claims experience (In-
curred Claims Ratio) and to make the product vi-
able and self-sustainable. Insurers shall disclose the
rationale for revision in price along with the under-
lying claim experience (Incurred Claims Ratio) of
the product that lead to the revision in the price in
their website.

v. Where optional covers or add-ons are offered with
very low premium rates giving an indication that
coverage is not material under the said add-on or
optional cover, Insurers are advised to consider sub-
suming such add-ons or optional covers into base
cover of the product.

vi. Pricing of the products/add-ons shall be based on
the generally accepted actuarial principles.

6.

vii. The premium rates shall appropriately reflect the
benefits, terms and conditions of the underlying
products/add-ons and shall not be discriminatory.

viii. Management Expenses loading for add-ons to be
considered on marginal basis.

ix. No two risks with identical risk characteristics shall
be rated differently.

X. Theinsurer shall build-up, maintain and monitor the
experience under all the base and add-on covers
separately.

xi. All categories of the products, namely, Pilot Prod-
ucts, Health plus Life Combi Products and Health
Package Products are also allowed to be launched
under the above procedure. Non-life package prod-
ucts where UIN is already obtained for non-life
covers are also permitted to be launched in accor-
dance to the norms specified herein.

Insurers shall comply with the provisions of Insurance
Act, 1938, all other applicable regulations and guide-
lines / circulars notified thereunder while launching the
products. Insurers shall also comply with all the require-
ments specified in the standard technical note issued
vide circular ref:
IRDAI/ACT/CIR/MISC/069/04/2021 dated 1st April 2021.

Where any Insurer is found to be non-compliant with
the extant regulations or guidelines, the Authority not-
withstanding the action that may be taken under the
provisions of Insurance Act 1938, may take one or more
of the following actions.

i. Direct the insurer to withdraw the product.

ii. Withdraw the Use and File facility specified as per
the norms specified herein for such insurer for a
period as may be determined.

These norms shall come in to force with immediate
effect. All existing products filed under File and Use
procedure and whose UIN are yet to be issued are
deemed withdrawn and insurers may launch the same
under the Use and File procedure specified under these
guidelines.

These guidelines are issued under the powers vested
with Section 34 (1) of the Insurance Act, 1938 and un-
der the powers vested in Regulation 2 (i) (o) of IRDAI
(Health Insurance) Regulations, 2016.

This has the approval of the competent authority.

(DVS Ramesh)
Chief General Manager (Legal and Health)




Performance Statistics - Non-Life Insurance
GROSS DIRECT PREMIUM UNDERWRITTEN FOR AND UPTO THE MONTH OF MAY 2022

(Rs. in crores)

INSURER For the month of Upto the Market Share Growth over the
May Month of May upto the corresponding
Month of period of pre-
2021-22 | 202021 | 2021-22 2020-21 | May 2022 (%) | vious year (%)

Acko General Insurance Limited 95.91 56.22 194.80 109.39 0.53 78.08
Bajaj Allianz General Ins. Co. Ltd. 894.83 634.15 2,165.82 1,648.65 5.90 31.37
Bharti AXA General Ins. Co. Ltd. # NA 129.05 NA 321.37 NA NA
Cholamandalam MS General Ins. 380.77 237.28 849.25 559.71 2.32 51.73
NAVI General Insurance Limited 6.92 2.19 15.90 5.32 0.04 198.63
Edelweiss General Ins. Co. Ltd. 25.22 16.10 62.80 43.57 0.17 44.14
Future Generali India Ins. Co. Ltd. 258.94 195.27 606.88 476.86 1.65 21,27
Go Digit General Ins. Ltd. 484.35 260.41 1,075.29 506.27 2.93 112.39
HDFC Ergo General Ins. Co. Ltd. 860.72 630.79 2,129.67 1,628.33 5.81 30.79
ICICI Lombard General Ins. Co. 1,428.47 | 1,063.13 3,781.59 3,021.73 10.31 25.15
IFFCO Tokio General Ins. Co. Ltd. 573.53 479.75 1,242.63 1,139.55 3.39 9.05
Kotak Mahindra General Ins. Co. 69.05 36.09 137.30 73.77 0.37 86.13
Liberty General Ins. Ltd. 118.60 76.82 330.22 242.78 0.90 36.02
Magma HDI General Ins. Co. Ltd. 152.09 68.33 340.42 167.64 0.93 103.06
National Ins. Co. Ltd. 775.07 842.97 1,948.45 1,865.39 5.31 4.45
Raheja QBE General Ins. Co. Ltd. 36.48 26.72 70.13 55.66 0.19 26.00
Reliance General Ins. Co. Ltd. 635.12 527.97 1,603.07 1,334.39 4.37 20.14
Royal Sundaram General Ins. Co. 213.67 181.33 484.71 412.95 1.32 17.38
SBI General Ins. Co. Ltd. 534.98 332.64 1,132.10 744.21 3.09 52.12
Shriram General Ins. Co. Ltd. 124.82 113.54 232.84 210.63 0.63 10.54
Tata AIG General Ins. Co. Ltd. 871.16 605.97 2,024.81 1,418.46 5.52 42.75
The New India Assurance Co. Ltd.| 2,207.09 | 2,207.78 6,790.72 6,079.66 18.51 11.70
The Oriental Ins. Co. Ltd. 1,123.88 929.31 2,416.03 2,111.58 6.59 14.42
United India Ins. Co. Ltd. 1,425.97 | 1,164.73 3,052.73 2,556.36 8.32 19.42
Universal Sompo General Ins. Co. 268.54 135.64 533.53 359.18 1.45 48.54
General Insurers Total 13,566.18 | 10,954.18 33,221.70 27,093.42 90.57 22.62
Aditya Birla Health Ins. Co. Ltd. 168.20 117.71 347.86 247.67 0.95 40.45
ManipalCigna Health Ins. Co. Ltd. 82.38 62.80 192.3S 143.29 0.52 34.26
Niva Bupa Health Ins. Co. Ltd. 260.31 207.98 495.08 373.48 1.35 32.56
Care Health Insurance Limited 338.59 227.68 707.25 494.34 1.93 43.07
Star Health & Allied Ins. Co. Ltd. 859.37 766.53 1,516.43 1,324.26 4.13 14.51
Reliance Health Ins. Ltd.* -— — - — NA NA
Stand-alone Pvt Health Insurers| 1,708.86 | 1,382.71 3,259.01 2,583.05 ) 8.88 26.17
Agricultural Ins. Co. of India Ltd. 46.82 35.30 A8.77 94.42 0.13 (48.35)
ECGC Limited 82.60 51.79 151.22 96.52 0.41 56.67
Specialized PSU Insurers 129.42 87.09 199.99 190.94 0.55 4.74
GRAND TOTAL 15,404.45 |12,423.98 36,680.69 29,867.41 100.00 22.81

Note: Compiled on the basis of data submitted by the Insurance companies NA: Not Applicable

*Takeover of Reliance Health Insurance portfolio by Reliance General Insurance
#BhartiAXA General Insurance Co.Ltd has been merged with ICICI Lombard General Insurance Co.ltd w.e.f 08.09.2021.
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TATISTICS - LIFE INSURANCE=

(T Crores)

=

SUMMARY OF NEW BUSINESS PERFORMANCE OF LIFE INSURERS FOR THE PERIOD ENDED MAY - 2022 (PROVISIONAL)
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Glossary
o

S

Underlying Interest

The asset(s), liability(ies) or other
interest(s) underlying a derivative
instrument, including, but not limited to,
any one or more securities, currencies,
rates indices, commodities, derivative
instruments, or other financial market
instruments.

Underwriter

Person who identifies, examines and
classifies the degree of risk represented by
a proposed insured in order to determine
whether or not coverage should be
provided and, if so, at what rate.

Underwriting

The process by which an insurance
company examines risk and determines
whether the insurer will accept the risk or
not, classifies those accepted and
determines the appropriate rate for
coverage provided.

[ |

— Do you think IRDAI new chairman is quite
—af 111 proactive and industry should benefit by
= === quick decisions?

Yes Results of Poll in our June 2022 Issue

No Do you think the idea of digital insurance
companies will further boost insurance
penetration?

Can’t say

You may send your views to :

Poll Contest, The Insurance Times Yes mmmmm 70
25/1, Baranashi Ghosh Street, Kolkata - 700 007 No HE 30
Phone : 2289 6035, 2218 4184, 4007 8428 Can'i say | 00

Email: insurance.kolkata@gmail.com

Subscribe
our
YouTube Channel
www.youtube/bimabazaar

for latest updates

Like our Facebook Page
www.facebook.com/bimabazaar

Enroll Today!!

Online Certificate Course on Risk Management

From
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www.smartonlinecourse.co.in
(A Unit of The Insurance Times Group)

For Enroliment Contact: info@smartonlinecourse.org
Ph. : 9073791022
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START YOUR

MUTUAL FUND
BUSINESS

JOIN NOW

M WEALTH

ONE OF INDIA'S

LARGEST

MUTUAL FUND DISTRIBUTOR

ASSETS UNDER MANAGEMENT

(:)1,23,000 cr+

naged by v AMCs, Mobilised by NJ

Call: 635 99 22 000

SMS NJWC <NAME & CITY >to 9223340000
Visit us at www.njwealth.in/mf-distributor
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DOCTORS TAKE THE
HIPPOCRATIC OATH TO DO
THEIR BEST.

TAKE THE OATH OF
HEALTH INSURANCE
TO DO YOURS.

PROTECT YOURSELF AND YOUR FAMILY. REACH OUT
FOR THE BEST PREMIUMS, TERMS AND CONDITIONS.
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~ Paisa bachao
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About

INSURANCELIFE

Your Demand We Serve

We are one of the leading Insurance & financial
advisors licensed to transact both Life & General
Insurance. We provide the widest range of risk
., protection products and services and can always
offer more choice for you by creating bespoke
insurance programmes and cover to meet your
specific requirements, whether as an individutal, a
group or a business; from the smallest fleet risk to
an international business-we understand about the
business you're in.

Services

With a humble beginning in the year 1963, the Insurance4life from the year 1998
expanded from an Insurance Provider to a complete financial hub with a range of
Financial Services for everyone. We educate, inspire, and provide valuable
guidance for a better future. We are trusted by more than 5000+ clients

Insurance

LIFE |Insurance, HEALTH
_{r@‘—? Insurance, CAR Insurance,
TRAVEL Insurance, FIRE &
BURGLARY Insurance, SME,
COMMERCIAL, MARINE, &
OTHER Insurances

=

Consultancy

Consultation on Claims

@ servicing business
chargable basis.

Contact Us

' 1800 572 3234 (Toll Free)

Investments

Along with Insurance we
also help in Mutual Funds,
Corporate FDs, Bonds &
Portfolio Management
Services.

on

s 191 84206 893! 1/1A Biplabi Anukul Chandra St. Room No.
+91.84206 823561 o 3F 3rd Floor, Chandni Chowk,
B insurance4life©gmail.com Kolkata - 700072, West Bengal
sales@insurance4life.in
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Published on 1st of Every Month
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Declaration No. 88 R. No. KOL RMS/158/2022-2024
Dated 14-12-2017 RNT No. 37299/1980
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Yuva Bharat Health Policy

Empowering Better Health

Salient features at a glance
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The New India Assurance Co. Ltd

www.newindia.co.in % Toll free number 1800-209-1415

Head Office: New India Assurance Building, 87, M.G. Road, Fort, Mumbai - 400001, INDIA
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