Item No. 15
Motor Third Party Insurance pricing for the year 2017-18

With reference to minutes of 97th meeting of the Board of the Authority, the following note on Motor Third Party Insurance pricing for the year 2017-18 is being placed before the Board in its 98th meeting for information of the Authority.
1. In terms of Section 14 (2) (i) of IRDA Act, 1999, IRDAI determines the premium chargeable for Motor Third Party Insurance every year. This is done after going through a process of first putting up a draft exposure note, calling for feedback of all stakeholders within 15 days and after the same is examined, publication of the final rates.
2. For the year 2017-18 too, IRDAI carried out the exercise of determining the premium rates. IRDAI had appointed a Consultant Actuary to arrive at the premium rates based on the premium and claims paid data provided by insurers to Insurance Information Bureau (IIB). The consultant submitted his report along with the schedule of rates. 
3. IRDAI published the exposure draft on 3rd March, 2017 and called for feedback/comments within 15 days. After examining the feedback, the final rates were published on 28th March, 2017. 
4. It may be noted that the premium rates are determined vehicle category-wise—broadly speaking there are private vehicles and commercial vehicles. The commercial vehicles could be both public and private carriers and either goods vehicles or passenger vehicles. The commercial vehicles, especially the public carriers tend to have adverse claims experience, given the severity involved. Compensation for third party deaths and injuries are constantly on the rise and therefore the claims scenario is always adverse here.
5. The schedule of rates arrived at for 2017-18 clearly indicated that considerable loading was required for goods carrying commercial vehicles (public carriers), in particular the heavier ones. In some cases, the loading indicated was even beyond 100%. However, keeping the interests of the transporters as well as public interest in view, in the first instance itself IRDAI restricted the loading of premium in these categories to 50% though much more was warranted. An exposure draft was then put up giving the proposed rates. 
6. We received many responses/comments on the draft. The transporters protested against the hike and sought reduction in premium. Based on the feedback and also after a meeting at IRDAI with a few transport representatives on 23rd March, 2017, IRDAI reduced the loading factor to 40% (from 50%). 
7. Inspite of this reduction, the transporters were not happy and wanted a meeting with IRDAI, which the Ministry of Roads and Transport, Govt of India initiated. Consequently, IRDAI met with a huge contingent of transporters on 3rd April, 2017 at IRDAI office and heard out the representatives of the various associations. The three major ones (apart from others including representatives of passenger buses) were All India Motor Transport Congress (AIMTC), All India Confederation of Goods Owners Association (ACOGOA) and South Zone Motor Transport Welfare Association (SIMTA).Joint Secretary of Ministry of Roads and Transport, Govt of India was also present at the meeting and he actively tried to facilitate the interaction. 
8. Accordingly, a meeting was fixed for 7th April, 2017. Here again, MoRTH took the initiative and was involved actively in the interaction through the Commissioner of Transport, Government of Andhra Pradesh. Apart from the Commissioner, five representatives of two of the associations (AIMTC and SIMTA) met the concerned officials of IRDAI. There were discussions on the data and the methodology used. While all this was discussed at length and time and again, the representatives mentioned that they are not really questioning what IRDAI has done, the main agenda of the representatives seemed to be one of seeking a reduction in the loading from 40%. 
9. On the face of it, there really was no case to reduce the loading because the exercise in the first place was based on the presumption that insurers would make no profit or loss and the loading so arrived at had already been moderated twice by IRDAI, the issue under discussion clearly was a point of negotiating for a better deal and really had nothing to do with whether the premium determined was correct or not. 
10. The representatives spoke of reduction in loading for a social cause and how important a stakeholder they are in the scheme of the nation’s economy. We conveyed that while we fully appreciated the role of the transporters and their contribution to the economy, the moot point was that, IRDAI has a certain Mission—that of protecting the interests of policyholders.  Policyholders stand protected only if insurance companies are in a position to pay their liabilities. 
11. Be as this may, IRDAI again heard out the representatives on 7th April, 2017 patiently and given various extraneous factors cited by the transporters, was willing to cap the loading at 30% instead of at 40%. This reduction itself will hit the balance-sheet of insurers badly as claims ratios will further escalate. IRDAI has the responsibility to ensure the viability of insurers and cannot consider any loading lower than this. Inspite of this offer, the transporters were not willing to change their stand and were seeking a lower loading factor (25%).
12. On 8th April, 2017 the discussions continued over telephone with the Commissioner of Transport, Govt of AP playing the role of a facilitator and what finally transpired through the teleconference was that the transporters’ representatives came up with a loading factor of 27% instead of the 25% they were earlier bargaining for.
13. However, finally, the loading factor was sealed at 28%. Ultimately, IRDAI agreed to this level of loading keeping in view the fact that the Motor Vehicles Act, 1988 is likely to undergo certain amendments, which if implemented as proposed now may see some impact on the claims experience because of faster claims settlement, greater grounds of defences for the insurers and so on.

14. The final order bearing Ref No. IRDA/NL/NTFN/MOTP/089/04/2017                    dated 17th April, 2017 was then issued making the revised premium schedule effective from 1st April, 2017. A copy of the same is placed below. 
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