	New solvency norms to vitalize health insurers


	 The Insurance Regulatory & Development Authority (IRDA) has decided to review the solvency margins of pure health insurance companies to enable them use capital more efficiently. This, in turn, would enable them to work with thinner margins and, thereby, facilitate lower prices in a competitive market. 

A solvency margin is the minimum proportion of net-owned funds that an insurer is required to have in relation to the business and risk he is exposed to. To ensure maximum safety in a nascent market, the regulator has asked companies to maintain one-and-a-half times the minimum capital that is required by law. Now, with the private market in its seventh year and with business recording sharp growth, insurers are facing the pressure for capital. They have represented to the regulator for bringing the solvency margin requirement to the level prescribed by law. 

However, at this stage, the insurance regulator is taking a re-look at the solvency norms for stand-alone health insurance companies, Irda chairman CS Rao said. The trigger could be the high claims ratio, over 100%, in health insurance. 

Moreover, pure health insurers may find it tough to get a re-insurance cover, given the high claims ratio. A change in the solvency norm, if any, can be notified by the Irda. It does not require amendments in the Insurance Act which only says the liabilities of insurance companies should match their assets. 

A review is underway as IRDA plans to have a separate regulation for health insurers. Right now, there are only two stand-alone health insurance companies, Star Health & Allied Insurance and Apollo DKV Insurance. Both the companies have, however, been given licences to operate as general insurers as the Insurance Act is yet to be amended to include a separate category of stand-alone insurers. 

Till last year, general insurers offering traditional health policies had the leeway to cross-subsidise the losses on health policies with profits from other segments. However, the cushion is not available after the de-tariffing of general insurance products. “To some extent, there is a level playing field now for stand-alone insurers vis-a-vis general insurers,” says Rao. 

A change in the prudential norms for health insurance companies was proposed by a panel appointed by Irda three years ago. The committee suggested a higher FDI in health insurance, lowering the minimum capital requirement from Rs 100 crore to Rs 50 crore and a formula-based link between the minimum capital and solvency margin, in lieu of an absolute level of solvency margin. 
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