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AWordwith You

Dear Learner,
Welcometothecourse™ Diplomain Insurance Services'.
| am glad that you have chosen thisvocational course.

Many young people are choosing Insurance asacareer with well-paying jobs. In thiscontext, our god isto
givelearnersafundamental understanding of theInsurance Sector. Additionally, thiscourseshall makeyou
awareof theemployment and businessopportunitiesavailablein thissector, dlowing you to focusyour time
and energy on activitiesthat will produceresuilts.

Thisoneyear programme providesindividua swith specialized knowledge and skillsrelated to theinsur-
anceindustry. Thiscourse providesbasic knowledge of Life, General and Health insurancethat enable
learnersto understand and appreciate their professional career intheright perspective. Inputsthat you
receiveinthiscoursewill assist youin comprehending how and why you could decideto pursueit asa
career since | nsurance Sector isone of the most demanding careersin today's market.

Thiscourse hasfivemodules, namely Skill Indiaand BFSI Introduction to Insurance, Lifelnsurance, Non-
Lifelnsurance, Health Insurance and Regul atory A spectsin Insurance. Each modul e has been designed
keeping in view therequirementsof self-motivated learnerslikeyou. Thetextsarewritteninsmplelan-
guage, supplemented by picturesand figuresto lend clarity to the content. You will find thelessonsinterest-
ing and will beableto apply your knowledgeinreal-lifestuations. So, read dl theselessons carefully and
preparewel | for the examinations. You ultimately haveto enter the competitiveworld and your successat
the place of work will depend on how skillfully you have performed your assignedjob.

Asthisisavocationa coursewhichisskill based so master your skills, practical trainingismust. So, we
request you to kindly attend the Personal Contact Programme (PCP) at your allotted Accredited Voca-
tiond Ingditutes(AVIs).

| hopethisstudy materia will bevery helpful to thelearnerswho haveregistered for thiscourse. Our Sincere
thanks go to the expertsof the coursewriting and editing team (list given el sewherein thisbooklet) who
worked very hard in revising thisself instructional materia, particularly to Dr. Sunil Kadyan and histeam,
who had excdllently revised the Qualification Packs (QPs) asper the BFSI Sector Skill Council.

In caseyou have any difficulty in your studies, do not hesitateto writeto usat dirvoc@nios.ac.in
Wishing you good luck and success!

Ms. AnithaNair
Deputy Director
Nationd Ingtituteof Open Schooling (N10OS)
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HowtousetheLearningMaterial

Congratulations! You have accepted the challengeto be aself-learner. It means, you have to organize your
study, learn regularly, keep up your motivation and achieveyour goa. Hereit issolely you, whoisresponsible
for your learning. NIOSiswith you at every step. It hasdevel oped thematerid in Diplomain Insurance Services
keeping only youin mind. A format supporting independent learning has been followed. You can takethe best
out of thismaterid if youfollow theinstructionsgiven below.

Title: will giveaclear indication of the contentswithin. Doread it.

Introduction: Thiswill introduceyou to thelessonlinking it to the previousone.

Objectives: These are statementsthat explain what you are expected to learn from the
lesson. Theobjectiveswill also hel p youto check what you havelearnt after you have gone
through thelesson. Do read them.

©)

Notes: Each page carriesempty spaceinthe sidemargins, for you to writeimportant points
or make notes.

Ly

Intext Questions: Very short answer self check questions are asked after every section,

theanswerstowhich aregiven at the end of thelesson. Thesewill help you to check your

_ progress. Do solvethem. Successful completionwill allow you to decide whether to pro-
ceed further or go back and learn again.

N\
2,

What You HaveL ear nt: Thisisthesummary of themain pointsof thelesson. Itwill helpin
recapitul ation and revision. You arewel cometo add your own pointstoit also.

Terminal Questions. Thesearelong and short questionsthat provide an opportunity to
practicefor aclear understanding of thewholetopic.

AnswersTo Intext Questions: Thesewill help you to know how correctly you have
answered thequestions.

Pl e ®

Ve L ear ning Outcomes: Thisbox providesadditiona information. Thetext in boxesisimpor-
L@ tant and must be given attention. It isnot meant for evaluation, but only toimprove your
genera knowledge.
- Activities: Certain activities have been suggested for better understanding of the
D concept.

www Web site: Thesewebsites provide extended learning. Necessary information has
been included in the content and you may refer to thesefor moreinformation.
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HEALTH INSURANCE IN INDIA
(PART - 1)

1.0 INTRODUCTION

Thischapter will brief you about the evol ution of heathinsurancein India. It will aso
discussabout variouslevelsof healthcarein India(primary, secondary and tertiary).
The chapter al so focusses upon the factors (demographic factors, social trendsand
life expectancy) affecting healthcare systemin India. The chapter also listsvarious
determinantsof healthcare (lifestylefactors, environmental factorsand geneticfactors).
Finaly, itwill brief about Employees State | nsurance Scheme and Central Government
Hedth Schemeprevailinginindia

1.1 OBJECTIVES

After reading thislesson, youwill beableto:
® Discusstheevolutionof healthinsuranceinindia
®  Explaintheconcept of heathcare and thetypesand level sof healthcare.

® Appreciatethefactorsaffecting hedthcarein Indiaand the progressmadesince
independence.

1.2 HEALTHCARE

Although everyoneisawarethat "HealthisWealth," haveyou ever looked into what
"Hedlth" actudly entails? Theword "health,” which Signifies”soundness of the body,”
wasderived from theword "hoelth." Inthe past, good hedlth wasrevered asa"Divine
Gift," whilepeoplewithillnesswerethought to havesinned their way intotheir illnesses.
Hippocrates, thefather of medicineand aGreek physicianwho lived from 460to 370
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Health Insurance

Notes

HEALTH INSURANCE IN INDIA (PART - 1)

BC, clamedthat environmental, sanitary, personal, and dietary variablesall contribute
toillness.

Ayurveda, an Indian medical system that predated Hippocratesby many years, saw
hedlth asadédlicate balance of four fluids: blood, yellow bile, black bile, and phlegm.
Animbaanceof thesefluidsresultsin disease. Susruta, the Father of Indian Medicine,
isrenowned for performing intricate proceduresat aperiod whenthe West wastill in
the dark about them. The World Health Organi zation provided awidely accepted
definition of healthin 1948, stating that "health isacondition of complete physical,
mental, and social well being and not only the absence of sickness.” It should be
mentioned that Indian medical systems, such asAyurveda, havelong embraced sucha
comprehensiveunderstanding of hedlth.

Definitions

World Health Organization (WHO): Hedthisagtate of completephysical, menta
and socia wellbeing and not merely the absence of disease.

1.2.1 Deter minants of Health

Itisgeneraly believed that thefollowing factorsdeterminethe health of any individud:

LifestyleFactors

Environmental

Factors

GeneticFactors

Figure 1.1: Determinantsof hedlth of anindividua

Open Vocational Educational Programme



HEALTH INSURANCE IN INDIA (PART - 1)

a)

b)

LifestyleFactors

Lifestylefactorsarethosethat arelargely withintheindividua'scontrol, such as
regular exercise, ahealthy diet, and avoiding stress. Conversely, unhealthy
lifestylesand habits, such assmoking, drug use, unprotected sex, and asedentary
way of life(with no exercise), canresult in diseaseslike cancer, AIDS, obesity,
hypertension, and diabetes.

Environmental Factors

L ack of accessto safedrinking water, sanitary conditions, and nutritiousfood
canresultinmajor hedlth problems, which are preva ent worldwide, but notably
indeveloping nations. Certain diseasesared so caused by environmenta factors,
for example, peopleworking in certain manufacturing industriesare proneto
diseasesrel ated to occupationa hazards, such asAsbhestosinworkersin ashestos
manufactureand a so diseasesof thelungsin cod miners. Communicablediseases
likeinfluenzaand chickenpox, etc., are spread dueto poor hygiene, diseases
likemalariaand dengue are spread dueto poor environmental sanitation, while
certain diseasesare a so caused by environmental factors.

GeneticFactors

Diseasesmay beinherited genetically from parentsto offspring. Thesegenetic
characteristicslead to varying health patterns among the population that is
dispersed throughout theworld based on race, geography, and even communities.

It goeswithout saying that anation'ssocia and economic development islargely

based on how well itscitizensaredoing. A healthy population not only supplies
important resourcesthat are essential for arising nation like Indiabut also a
productiveworkforcefor economic activities. Individually, poor health canresult
inlossof income, incapacity to carry out everyday tasksthat are necessary for
surviva, push peopleinto poverty, or evenlead to suicide.

1.2.2 Levelsof Healthcare

Healthcareisaset of servicesprovided by variousagenciesand providersincluding
thegovernment, to promote, maintain, monitor or restoreheath of people. Theessentid's
of an effective hedlthcareareasfollows.

Suitableto the needs of the people
Comprehensive
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® Adequate
® Ealyavalade
® Affordable

Every person hasadifferent heath status. The need for aperson suffering fromfever,
cold, cough, skin allergiesetc. isdifferent from the one suffering from jaundice or
typhoid and the need for person suffering from chronic ailmentslike cancer, AIDS,
etc. isentirey different from theformer two.

Hence, the need to set up the healthcare facilitiesin any areawhether avillageor a
digtrict or astate will be based upon thevarioushedlth carefactorscalledindicators of
that areasuch as:

Sizeof population

Deathrate

Sicknessrate

Disdbility rate

Socia and mental health of the people

Generd nutritional statusof the people

Environmental factorssuch asif itisaminingareaor anindustria area

Thenearest health care provider system e.g. doctorsfor heart rel ated disease may
not bereadily availablein avillage but may beinadistrict or atown

How much of the health care systemislikely to be used

Socio-economic factorssuch asaffordability

Figure 1.2: Indicatorsfor setting up ahealthcare

Based on the above factors, the government decides upon setting up of centresfor
primary, secondary andtertiary hedlth careand takes other measuresto make hedthcare
affordableand accessibleto the population.

Open Vocational Educational Programme
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1.2.3 Typesof Healthcare Health Insurance

Hedlthcareisbroadly categorized asfollows:

Primary Secondary
Healthcare Healthcare

Notes

Secondary
Healthcare

Figure 1.3: Typesof hedthcare
1.  PrimaryHealthcare

Primary hedlthcare providersarethefirst point of contact for al patientswithin
ahealth system, and they are defined as"the services provided by the doctors,
nurses, and other minor clinicswhich are called first by the patient for any
disease”

Primary healthcarereceivesalot of attentionin developed countries/nationsin
order to address health issues early on, beforethey spread nationwide, grow
complicated, or become chronic. Primary healthcarefacilities concentrate on
preventativetreatment, immuni sations, education, medica counsdlling, etc. and
refer patientsto higher-level specialistsasneeded.

For instance, if apatient with fever seekstreatment at aprimary healthcare
facility and the primary hedthcare physi cian determinesthat the patient hasdengue
fever, the primary hedlthcare physicianwill prescribe specific medicationsand,
alongwithit, will advisethe patient to be admitted to ahospital for specialised
carethat cannot be provided in aprimary healthcare setting. When family
members contact the doctor for minor health issues, the doctor servesasthe
“family doctor" inthemgjority of primary hedthcareinstances.

Thistechniqueadsthemedical professiond in prescribing for symptomsbased
on hereditary variablesand providing appropriate medical recommendations.
For instance, the doctor may counsel apatient with afamily history of diabetes
to monitor their lifestylefrom an early agein order to prevent developing the
disesse.

Diploma in Insurance Services
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Health Insurance At acountry level, Primary Health care centers are set up both by Government
and private players. Government primary health care centers are established
depending upon the population sizeand are present up to thevillagelevel in
someform or theother.

Notes

Figure: 1.4 Primary Hedlthcare Centres
2. Secondary Healthcare

When wetalk about secondary healthcare, we mean "the healthcare services
offered by medical speciaistsand other health professionalswho typicaly do
not havefirst contact with patient. It comprisesemergency care, ambulance
sarvices, pathology, diagnostic, and other pertinent medical services, aswell as
acute carerequiring treatment for aseriousillnessfor abrief length of time,
frequently (but not always), asan in-patient.

Most frequently, primary hedlthcare practitionersor primary physicianswill refer
patients to secondary care. To offer integrated services, secondary care
providersin certain casesalso operatea”in-house” primary healthcare centre.

Depending on the popul ation size, secondary healthcare providersare often
located at the Taluk or Block level.

Figure: 1.5 Secondary healthcare centres

n Open Vocational Educational Programme



HEALTH INSURANCE IN INDIA (PART - 1)

3.

Tertiary Healthcare

The specialist consultation healthcare, typically for inpatientsand onreferral
from primary/secondary care providersiswhat ismeant by "tertiary hedthcare.”
The state capitalsand severa digtrict officeshousethe majority of thetertiary
careproviders.

For instance, oncology (cancer therapy), organ transplant facilities, high-risk
pregnancy specialigts, etc., areexamplesof tertiary health care providerswho
have advanced medica facilitiesand medica professionasoutsdethepurview
of secondary health careproviders.

It should beremembered that costsfor careriseindirect proportiontothelevel
of care. Whileconsumersmay findit relatively smpleto pay for primary care,
they find it more harder to spend money on secondary careand much harder on
tertiary care. In additionto varying from country to country and fromrural and
urban locations, theinfrastructurefor variouslevelsof careisa so influenced by
socioeconomicvariables,

Figure: 1.6 Tertiary Healthcare Centres

Basis of
difference

Primary
Health care

Secondary
Health care

Tertiary
Health care

Sze Smdl

(Clinic)

Medium (Nursing
homeor Hospital)

Large (Super
peciaty Hospital)

Common

Module- 4

Health Insurance

Notes

Typeof
illness

fever, cold,
cough etc.

Acuteinfections,
diagnogtic
fadlities,

ICU, etc.

Cancer, Heart diseases
Organ Transplant
facilities Highrisk
pregnancy specidigts,
etc.
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Health |
nedrance 3 | Location | Village Tdukaldisrict | Statecapitals, few at the
level level district headquarters
4 Cost of Economica Moderate Expengve
treatment

Notes

Table1.1: Hedthcarein brief

. INTEXT QUESTIONS 1.1

1

Whoisthefather of Indian medicine?
a Aeulapius

b) Susuta

¢) Samud Hahnemann

d) CharakaSamhita

Theword "Hedth" wasderived from theword "hoel th" which means
a Soundnessof the body

b) Wellnessof thebody

¢) Hedingof thebody

d) Positivity of thebody
Whoisthefather of medicine?

a Aeulapius

b) Susuta

c) Samud Hahnemann

d) Hippocrates

Thelndian system of Ayurveda, considered health asadelicate balance of four
fluids: , , and and animbalance of thesefluids
causssill hedth.

a) Blood, yellow bile, black bileand phlegm
b) blood, yellow bile, black bile, fibre
c) Blood, ydlow bile, phlegm, fibre

Open Vocational Educational Programme
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d) Yelow hile, black bile, fibre, phlegm Health Insurance

5. World Health Organisation (WHO): Health isastate of complete physical,
and social wellbeing and not merely the absence of disease.

a Mentd
b) Educaiond
c) Cognitive Notes
d) emotiond
6.  What arethevariousdeterminantsof healthcare?
a) Lifestyle environmenta and geneticfactors
b) Lifestyle, environmenta and educationd factors
c) Legd, environmenta and geneticfactors
d) Lifestyle,socid and geneticfactors
7. Whichof thefollowing arenot determinantsof health systemsin India?
a) Lifestylefactors
b) Environmentd factors
c) Geneticfactors
d) Legd factors
8.  Whichof thefollowingisnot anindicator of health care?
a) Sizeof population
b) Disdbilityrate
c) Socia and mental health of the people
d) Educationd qudifications
9.  Whichof thefollowing aretypesof health care?
a) Primary healthcare, Secondary hedlthcare, Tertiary healthcare
b) Nationa hedthcare, Secondary healthcare, Tertiary healthcare
c) Primary hedthcare, Didtrict level hedthcare, Tertiary healthcare
d) Didrictleve hedthcare, Statelevel hedlthcare, Centrd Level hedthcare

Diploma in Insurance Services n
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10. Whichisthemost expensivetypeof hedlth care?
a Primary hedthcare
b) Secondary hedthcare
c) Tertiary hedthcare
d) Allareequa
11.  Whichhedthcarewill providetreatment for akidney transplant?
a Primary hedthcare
b) Secondary hedthcare
c) Tertiary hedthcare
d) Noneof theabove
12.  Which healthcarewill providetreatment for cold and cough?
a Primary hedthcare
b) Secondary hedthcare
c) Tertiary hedthcare

d) Noneof theabove

13 FACTORSAFFECTING THEHEALTH SYSTEMSININDIA

Thelndian hedth systemiscontinuoudy facing many problemsand challenges. These,
inturn, affect the nature and extent of the healthcare system and the requirement at the
individua level and hedlthcare organization at the structural level. Thesearediscussed
below:

1.  Demographic or Populationrelated trends
2. Socid trends
3.  Lifeexpectancy

* Indiaissecond largest populated country intheworld.

Demographicor
Populationrelated 4 « Highgrowth rate of populationincreasethe poverty level
trends effecting the people€'scapacity to pay for medica expenses

Open Vocational Educational Programme



HEALTH INSURANCE IN INDIA (PART - 1)

Socialtrends 4

LifeExpectancy <

* Increasing urbanisatio nratesorrural-to-urban migration
have madeit moredifficult to provide healthcare.

* Rural areas continue to experience health difficulties
because medical facilities are not readily accessible,
affordable, or available.

* Lethargiclifestylewithlessexercisehasledtoincreasein
diseaseslikediabetesand high blood pressure.

* It refers’ to the expected number of years that a child
borntoday will survive."

* Lifeexpectancy hasincreased from 30yearsat thetime
of independence to over 60 years today but does not
addresstheissuesreated to quality of that longer lifespan
which leadsto anew concept of" healthy life expectancy.”

* Thisrequiresthecreation of i frastructurefor" Geriatric"
(old agerelated) diseases.

Figure 1.7: Factorsaffecting the health syslemsin India

1.4 EVOLUTION OF HEALTH INSURANCE IN INDIA

Whilethegovernment had been busy withitspolicy decisionson hedthcare, it dso put
inplacehedthinsurance schemes. Insurance companiescamewiththeir hedthinsurance
policiesonly later. Hereishow healthinsurancedevel opedinIndia:

a) Employees Satelnsurance Scheme

Theheathinsurancein Indiawas officially started after theintroduction of
Employees State Insurance Scheme” through the ESI Act, 1948 for blue-collar
workersworking in private sector offering servicesthrough variousclinicsand

hospitals.

Employees Sate Insurance Corporation, theimplementing agency, managesits
own hospitalsand pharmaciesin additionto hiring public and private providers
whenitsin-houseresourcesareinsufficient.

Under the contributory system, which involves employee and employer
contributionsof 1.75and 4.75% of pay ralls, respectively, and state government
contributions of 12.5% of medical costs, all employeesearning salariesupto
Rs. 15,000 are covered.

Module- 4

Health Insurance
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Health Insurance Thebenefitscoveredinclude:

® Freecomprehensive hedthcareat ESISfacilities

Notes

Employees Sate
I nsurance Scheme

Central
Government
Health Scheme

Maternity benefit
Disability benefit

<

Cash compensation for |oss of wages dueto sicknessand survivorship and

Funera expensesin case of death of worker

Introduced videthe ESI Act,1948

Introduced for blue-collar workers employedintheforma
private sector and providescomprehensive heath services
through anetwork of itsown dispensariesand hospitals.

All workers earning wages up to Rs.15,000 are covered
under the contributory schemewherein employeeand
employer contribute 1.75% and 4.75% of pay roll
empectively; state governments contributel2.5% of the
medical expenses.

It voversbenefitslike free comprehensive healthcare at
ESI Sfacilities, Maternity benefit, Disability benefit, Cash
compensation for loss of wages due to sickness and
survivorship and, Funeral expensesin case of death of
worker

Introduced in1954 for the central government employees
including peng onersand their family membersworkingin
civilianjobs

It aims to provide comprehensive medical care to
employeesandtheir families

Itispartly funded by the employeesand largely by the
employer (centra government).

Servicesare provided through CGHS sown dispensaries,
polyclinicsand empanelled private hospitas.

It coversall systemsof medicineemergency servicesin
alopathic system, freedrugs, pathol ogy and radiology, do
micliary viststoserioudy ill patients, oeciaist consultations
€tc.

Figure 1.8: Featuresof ESIS& CGHS
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b)  Central Government Health Scheme Health Insurance

The Central Government Health Scheme (CGHS), which wasintroduced in

1954 for central government employees, pensioners, and their family members
workingincivilianjobs. It aimsat providing complete medicareto theworkers

and their family members. The CGHS's hasit'sown polyclinics, empanelled

private hospitals, and dispensaries. It includesall medica specidties, dlopathic

emergency services, freemedi cations, pathology and radiography, homevisits § Notes
for very ill patients, specialist consultations, etc.

. INTEXT QUESTIONS 1.2

1.  Lifeexpectancy referstothe expected number of that achild borntoday will
urvive.

a Weeks
b) Months
c) Yeas
d) Days

2. Indiais largest populated country intheworld

a Frd
b) Second
c) Third
d) Fourth
3.  Diseaseslikediabetesand high blood pressure are caused dueto
a InactiveLifestyle
b) HyperactiveLifestyle
c) SocidlyectiveLifestyle
d) All of theabove

Diploma in Insurance Services



Module- 4

Health Insurance

Notes

HEALTH INSURANCE IN INDIA (PART - 1)

4.

Life expectancy addressing theissuesrelated to quality of longer lifespanis
knownas

a) Geriatric

b) hedthy lifeexpectancy

c) highlifeexpectancy

d) Noneof theabove

What isthefull form of ESIS?

a Employees Statelnsurance Scheme

b) Employers State Insurance Scheme

c) EmployeesSubsidy Insurance Scheme

d) EmployersSubsidy Insurance Scheme
What isthemaximumwagelimitsunder ESIS?
a 25000

b) 15000

c) 10000

d) 30000

Apart from employeewho contributesfundsin CGHS?
a) StateGovernment

b) Centrd Government

c) Noneof theabove

d) All of theabove

. INTEXT QUESTIONS

Government ruleshave helped I ndiasinsuranceindustry movethrough anumber of
sages. Governmentsplay asignificant rolein devel oping an effective hedthcare system
sincethe health of their citizensisvery essential. Thelevel of healthcare offeredis
influenced by avariety of population-related factors. Depending on the amount of
treatment needed, therearethreetypesof healthcare: primary, secondary, and tertiary.

Open Vocational Educational Programme



HEALTH INSURANCE IN INDIA (PART - 1)

Eachlevd of hedthcare costsmore, withtertiary carebeing themost expensive. India
faces unique problemsincluding urbanisation and popul ation increase that call for
appropriate hedthcare. Two significant health insurance programmesin our nation are
the Employees State I nsurance Schemeand the Central Government Health Scheme.

ml!lll»

o)

TERMINAL QUESTIONS

=

N

3.

4.

5.

What do you understand by healthcare? Discussin detail the determinants of
hedth care.

Explainthelevelsof hedthcarein detail usng examples.
What arethefactorsaffecting the heath systemsin India?
Explainin brief Employees State Insurance Scheme.

Explainin brief Centra Government Health Scheme.

‘E‘I ANSWERS TO INTEXT QUESTIONS

11

1. (b) Susuta

2. (@ soundnessof thebody

3. (d) Hippocrates

4. () blood,yellow bile, black bileand phlegm

5 (@ Mentd

6. (@ Primaryhedthcare, Secondary hedthcare, Tertiary healthcare
7. (d) Legd factors

8. (d) Educaiond Qudifications

9. (@ Primaryhedthcare, Secondary hedthcare, Tertiary healthcare
10. (¢) Tertiary hedthcare

11. (¢) Tetiary hedthcare

12. (& Primary hedthcare
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12

7.

©
(b)
@
(b)
@
(b)
(b)

Years

Second

Inactivelifestyle

Hedthy lifeexpectancy

Employees State | nsurance Scheme
15000

Centra Government

@ LEARNING OUTCOMES

After studying thischapter, youareable:

® Toexplainhow hedthinsuranceevolvedinIndiawith theconcept of hedlthcare
and thetypesand levelsof healthcare.

® Toexplainthefeaturesof different typesof hedth schemesimplemented by the
govt.inlndia
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HEALTH INSURANCE IN INDIA
(PART-2)

2.0 INTRODUCTION

Healthcareindustry in Indiaisontheroad of becoming one of thelargest sectors-

both intermsof revenue and employment in India. Healthcare comprisesof hospitals,
medica devices, pharmaceutica industry, outsourcing, telemedicine, medica tourism,
hedthinsuranceand medica equipment. Etc. Thischapter will discussabout commercid
hedthinsuranceinthehedthinsurance market. The chapter will focusupon the concept
of insuranceintermediaries-agents, brokers, TPA's(old), insurance marketing firms,
web aggregators (new) availablefor distribution of healthinsurance productsin India.
Thechapter will dso explaintheinfrastructure setup of public, privateand pharmaceutica
industry to promote healthinsurancein India.

2.1 OBJECTIVES

After studying thischapter, youareable:
® Explaintheconcept of commercia healthinsurance

® Appreciatethetypesof health carefacilities set up at different levelsinthe
country

®  Explaintheconcept of Hedth Insuranceintermediaries

) Discussthevarious entities associated with heal th insurance sector.

2.2 COMMERCIAL HEALTH INSURANCE

Preand post nationalisation of theinsuranceindustry, the non-lifeinsurers proposed
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HEALTH INSURANCE IN INDIA (PART - 1)

the concept of commercia healthinsurance. The commercia healthinsurancewas
mostly availablefor the corporate clientsthat too for alimited extent. Thissegment
waslargely alossmaking segment for theinsurers.

All four of the nationalised non-lifeinsurance companiesintroduced thefirst sandardised
hedlthinsurancepolicy for peopleandtheir familiesinthelndian market in 1986 (these
werethen the subsidiariesof the Genera Insurance Corporation of India). Theinsurers
deve oped theMediclaminsurance policy, which offered risk coveragefor hospitaisation
cogsuptoacertain annua indemnity amount with somelimitations, such aspregnancy
and pre-existing conditions.

Theyear 2001 has marked entry of various private playersin theinsuranceindustry
whichlead to tremendousgrowth of hedthinsurancebusinessinIndia. But thereisdtill
alarge scopeof hedthinsuranceinthe country asthereisstill abig untapped market
for hedthinsurance. Theinsurersintroduced varioussgnificant covers, exclusonsand
add on coversthat will bediscussedinthelater chapters. Today, morethan 270 hedlth
insurance productsareavailableinthe Indian market.

2.3 HEALTH INSURANCE MARKET

Theexisting healthinsurance market in Indiaismade up of anumber of participants
known as providerswho offer important healthcare servicesaswell asanumber of
middlemen. A few number of providersoffer servicesintheform of thefundamental
infrastructure, while others offer supporting infrastructure. Some work for the
government, while others are employed by businesses. These are briefly described
below:

2.3.1Infrastructure

1.  PublicHealth Sector: ThePublic health system operatesat the nationd level,
stateleve, district level and to alimited extent at thevillagelevel. The public
sysemat villagelevd isfor implementing thenationa health policiesinvillages
with the help of community volunteersto serve asalink between thevillage
community and government infrastructure. Public sysemat villageleve includes:
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The

Anganwedi
workers

Figure 2.1: Human Resourceinvolved in public health sector at villagelevel

a  TheAnganwadi workers(1for every 1,000 population) areenrolled under the
nutrition supplementati on programme and the I ntegrated Child Devel opment
Servicescheme (ICDS) of Ministry of Human Resource Devel opment.

b)  TheTrained Birth Attendants (TBA) and the Village Health guides (an earlier
scheme of health departmentsin states).

c) ASHA (Accredited Social Health Activist) volunteers are selected by the
community under theNRHM (National Rural Health Mission) programme.
ASHA volunteersare new, village-level, voluntary health workerstrained to
serveasalink for health careintherural aress.

Sub-centres have been established for every 5,000 population (3,000 in hilly, tribal
and backward areas). These sub-centres are managed by afemale health worker,
asocdledtheAuxiliary NurseMid-wife(ANM) and amalehealthworker.

Primary Health Centres(PHCs) which arereferral units. About six sub-centres
have been established for every 27,000 population (20,000 in hilly, tribal and backward
areas). All PHCsprovide outpatient services, and the majority of these centresalso
havefour to six in-patient beds. Their staff comprisesof onemedical officer and 14
para-medical workers (whichincludesamale and afemal e health assistant, anurse-
midwife, alaboratory technician, apharmacist and other supporting staff).

Community Health Centres(CHCs) arethefirst referral unitsfor four PHCsand
also provides specialist care. According to the normseach CHC (for every 11akh
population) should have at |east 27 beds, one operation theatre, X-ray machine, labour
room and laboratory facilities. It should be staffed by at least four specidistsi.e. a
surgeon, aphysician, agynaecol ogist and apaediatrician supported by 21 para-medica
and other staff.

Rura Hospital shave also been set up which includes sub-district hospitalscalled as
thesub-divisond / Tauk hospital s/ specidty hospitals (estimated to be about 2000in
thecountry);
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HEALTH INSURANCE IN INDIA (PART - 1)

Specidlity and Teaching Hospital sarefewer and includethe medical colleges (about
270innumber presently) and other tertiary referra centres. Thesearemogtly indigtricts,
townsand urban areas and some of these hospital sprovide specialized and advanced

medica services.

Other agenciesbel onging to the government, such as hospital s and dispensaries of
railways, defence and similar large departments (Ports/ Minesetc.). Theseagencies
also play animportant rolein providing health services. However, their servicesare
oftenrestricted to the employees of the concerned organi zationsand their dependents.”

Primary Community
Hedlth Hedlth
Centres Centres

» Referral units e First referral
for about six units for four
sub-centres PHCs andalso

« Established for ~ Provides
every 27,000 specialistcare.
population e Minimum27

« Have4-6 beds, one
inpatientbeds ~ operation

* Staff comprises theatr.e, Ay
ot e machine, |abour
officerand parae- lr;)tc))m;nd
medical workers ¢ '(I)'rt' ory
that includes aciiiies
amaleand * Staffed by at
femalehealth least four
assistant, a specidistsi.e. a
nurse-midwife, a surggo.n, a
laboratory physician, a
technician, a gynaecol ogist
pharmacistand @nd a
other paediatrician
supporting supported by 21
staff). paramedica

and otherstaff.

2. Private Sector Providers

Rural
Hospitals

¢ Includes the

subdistrict
hospitals called
as the sub-
divisional/
Taluk hospitals/
specialty
hospitals

Specialityand  Other agencies
Teaching belongingtothe
Hospitals gover nment

e Theseinclude ¢ Hospitals and
themedical dispensaries of
colleges railways,

e These are defence and
mostly in similar large
district towns ~ departments
and urban areas  (PortsMines
but some of efc)
themprovide  « However, their
very services are
specializedand  often restricted
advanced to the
medical employees of
services. the concerned

organizations
and their
dependents.

Figure2.2: Public hedlth careproviders

Indiahasasizable private heathcareindustry that offersprimary, secondary,
and tertiary care services. These entitiesinclude non-profit organisations, for-
profit businesses, corporations, trusts, sole practitioners, standalone specialty
services, diagnostic centres, pharmacies, and unqualified providers (quacks).
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Nearly 77% of allopathic (MBBS and above) physiciansin Indiawork for
private practises. InIndia, private health expendituresmakesup morethan 75%
of al hedth spending. 82% of al outpatient vistsand 52% of hospital admissions
inall of Indiaareattributed to the private sector.

Indiaalso hasthelargest number of qualified practitionersin other systems of
Medicine (Ayurvedal Siddhal/ Unani/ Homeopathy) which accountsfor more
than 7 lakh practitioners. Thesearelocated in the public aswell astheprivate
Sector.

Thecommunity hasaccessto hedth care servicesfrom NGOsand thevoluntary
sector in addition to for-profit private health care providers. Morethan 7,000
nonprofit organi sationswerereportedly activein hedth-related endeavours. Many
secondary and tertiary hospitals are also registered as non-profit trusts or
societies, and they makeacons derable contribution to the provision of inpatient
caretoinsured people.

3. Pharmaceutical Industry

Indiahasasizable pharmaceutical sector, which has expanded fromaRs 10
croreindustry in 1950 to aRs 55,000 crore enterprisetoday. Thiscountry isa
major supplier of pharmaceuti calsand hedth-related items (including exports).
Over 6000 unitsare used for manufacturing, which employsabout 5 million

people.

TheNationa Pharmaceuticals Pricing Authority (NPPA), whichisunder the
Ministry of Chemicals, isthe primary priceregulator for thisbusiness. Out of the
500 or so bulk medications, only 76 are subject to price control, while the
remainder medi cationsand their manufacture are subject to afree-pricing system
that isclosely regulated by the price regulator. The Drug Controllersof the
Statesmanagethefield forcewhich overseesquality and pricing of drugsand
productionintheir respectivearess.

. INTEXT QUESTIONS 2.1

1. Inwhichyear, thefirst standardized heathinsurance product for individuasand
their familieswaslaunchedinthelndian market?

8 1956 b) 1972
0 1912 d 1986
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2.

How many subsidiaries of the General Insurance Corporation of Indiawere
thereat thetimeof introducing thefirst standardised health insurance product?

a 6 b) 7

0 9 d) 4

Which of thefollowingisnot involvedinthe public health sector et villagelevel ?
a TheAnganwadi workers

b) Third Party Adminigtrators

c) TheTrained BirthAttendants(TBA)

d) ASHA (Accredited Socia Hedth Activist)

What is the ratio of Anganwadi workers enrolled under the nutrition
supplementation programme and the Integrated Child Development Service
scheme (ICDS) of Ministry of Human Resource Devel opment?

a 1forevery 1,000 population

b) 10for every 1,000 population

c) 100forevery 1,000 population

d) Noneof theabove

What arethereferral unitsfor Sub centerscalled?
a Community Health Centers

b) Primary Health Centers

¢) Rurd hospitds

d) Specidty andteaching hospitals

What arethereferral unitsfor Community Health Centre'scalled?
a SubCentres

b) Primary Health Centers

¢) Rurd hospitds

d) Specidty andteaching hospitals
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7. What isthe minimum no. of beds required for Primary Health Centers &
Community Health Centersrespectively?

a 8&27 b)  4&27
0 4& 60 d  27& 60
8.  Whichof thefollowingistypeof healthcare service provided by India?
a Primay, b) Secondary
c) Tetiay d) All of theabove
9.  Whichof thefallowingisnot anIndian Medicine System?
a Ayurveda b) Siddha

c) Unani d) Keto

2.4 INSURANCE PROVIDERS

Insurance Companies especially inthe general insurance sector providethe bulk of
health insurance services. Thereare stand-alone hedthinsurance companiesa sowhich
providethese services. These werefive standa one companiesintheyear 2019 which
wereproviding hedthinsurancein Indiawith alikelihood of afew moretoincreasethe
healthinsurance provider network.

2.5 INTERMEDIARIES

A number of people and organizations providing servicesas part of theinsurance
industry which area so the part of the healthinsurance market. All suchintermediaries
aregoverned by IRDAI. Theseincludetraditional and modernintermediaries.

Traditional Modern

[ Insurance Brokers CJInsurance WebAggregators
[JInsurance Agents OInsuranceMarketing Firms
(J Third Party Administrators

Figure2.3: Insurancelntermediaries
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2.6 OTHER IMPORTANT ORGANIZATIONS

Thereareafew moreentitieswhich arethe part of health insurance market and these
indude:

Generd
Insuranceand
Lifelnsurance
. Insurance Coundils Insurance
ST Information
Development Bureaw of
LS India
of India
Other
Important
Organizations
Insurance
Medical Instituteqflndia
Practitioners andNationdl
Insurance
Insurance Academy
Ombudsman,
Consumer Courts
aswdl asCivil
Courts

Figure 2.4: Other important organisationsof Health Insurance Industry

1.  Thelnsurance Regulatory and Development Authority of India (IRDALI),
established by alaw passed by theIndian Parliament, isthe market regulator for
theinsuranceindustry. It was established in the year 2000 and istasked with
promoting theinsuranceindustry aswell asregulatingiit.

2. Councilsfor General Insuranceand LifeInsurance, which also advise IRDAI
on how to runtheir respectivelife or general insurance businesses.

3. IRDAI promoted the Insurance Information Bureau of Indiain 2009; itisa
recognised society withagoverning council medeup of 20individuas, themgority
of whomwork intheinsuranceindustry. For theinsuranceindustry, it gathers,
examines, and produces various sector-level reportsto enable data-based and
scientific decision making, including pricing and structuring of businessplans.
Additiondly, it givesthe Government and the Regul ator important inputsto help
them make policy. For the benefit of theindustry, the Bureau has produced a
large number of reports, both recurring and one-time.
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4.

Educationd indtitutionsthat offer avariety of insuranceand management-related
training, including thel nsurancelndituteof Indiaand Nationd InsuranceAcademy,
aswdl asanumber of privatetraining ingtitutionsthat offer training for insurance
careers

Medica professionalsaso help insurance companiesand TPAsdeterminethe
potentia clients' hedlthinsurancerisksduring risk acceptanceand offer guidance
toinsurancefirmsintheevent of challengingclaims.

Inthe hedthinsuranceindudtry, legd entitiesind uding thel nsurance Ombudsman,
Consumer Courts, and Civil Courtsalso play asignificant rolein resolving
consumer complaints.

. INTEXT QUESTIONS 2.2

1.

Which of thefollowingisthe priceregulator for the Pharmaceuticd industry in
India?

a National PharmaceuticalsPricing Authority (NPPA)

b) Minigtry of Chemicas

¢) HedthMinigry

d) Noneof theabove

Whichamongthefollowingisnot aninsuranceintermediary

a Aget b) Broker

o TPA d)  IRDAI Secretary

Which of thefollowing cannot carry businessfor more than oneinsurance
company?

a Broker b) TPA

c) Aget d) All of theabove
Whichamongthefollowingisthelatest typeof intermediariesininsurance sector?
a Agents& Brokers

b) InsuranceWebAggregators& Insurance Marketing Firms

c) Agents& Insurance Marketing Firms

d) Brokers& InsuranceWebAggregators
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5.

Whichamongthefollowing isthefunction of Insurance marketing firms?
a InsuranceSdlingActivities

b) InsuranceServicingActivities

¢) Financid ProductsDidgtribution

d) All of theabove

Whichisthelnsuranceregulator formed by anAct of Parliament which regulates
al businessand playersintheinsurance market?

a GIC b) SEBI
c) IRDAI d) Noneof theabove
Whichamongg thefollowingisnot thefunction of Insurancelnformeation Bureau?

a) collectsanaysesand createsvarioussector-level reportsfor theinsurance
sector

b) enabledata-based and scientific decision making including pricing and
framing of businessdtrategies

c) Provideskey inputsto the Regulator and the Government to assist themin
policymaking.
d) All of theabove

Which of thefollowing isan educationa ingtitution that provideswide variety of
insurance and management related training?

a Insurancelndituteof India
b) National InsuranceAcademy
c) Botha)andb)

d) Noneof theabove

Which of thefollowing arethelegd entitiesthat play aroleinthehedthinsurance
market when it comesto redressal of consumer grievances?

a  Insurance Ombudsman
Consumer courts
c. Civil courts

d. All of theabove
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©-| WHAT YOU HAVE LEARNT

Government hedthinsuranceprogrammeswerea sothefirgt, withcommercia insurance
from privateinsurancefirmsfollowing later. Thehealthinsurance market ismade up of
awiderangeof participants, some of whom providetheinfrastructurewhile others
offer insurance services. In addition, brokers, agents, and third-party administrators
serveasintermediariesfor the health insurance industry, and other legal, regulatory,
and educational organisationsalso play apart.

The Insurance Regulatory and Development Authority, General Insuranceand Life
Insurance Councils, Insurance | nformation Bureau, Educationd Ingtitutions, Medical

Practitioners, Lega Entitiessuch asthe Insurance Ombudsman, Consumer Courts, as
well asCivil Courtsare additiond entitiesthat make up the health insurance market.
Insurance One of the most recent categoriesof serviceproviderstofall under IRDAI

lawsisWeb Aggregators. They can usedistance marketing to entice customersto buy
insurancethrough their website and/or telemarketing. Themost recent intermediary
kindsto besubject to IRDAI regulation areinsurance marketing firms. They can carry
out thetasks by hiring peoplewho are authorised to market and di stribute goods.

'lPlll»

)

'.

TERMINAL QUESTIONS

L

=

Discussthe concept of Commercia Healthinsurancein India.

2.  ExplaintheHedthInsurance market in Indiawith special referenceto private
health sector & public health sector infrastructure.

3. Explain the Health Insurance market in India with special reference to
pharmaceutical industry.

4, Describethevariousintermediariesthat areavail ablefor distribution of health
insurance productsin India.

5. Discussthe various entities associated with health insurance sector in India.

‘E‘I ANSWERS TO INTEXT QUESTIONS

2.1
1. (d) 1986

2. (d 4
3. (b) ThirdParty Administrators
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2.2

4.

5.

6.

8.

0.

@
()
()
(b)
()
©

@
©
(©
()
()
(©
()
©
()

1 for every 1000 popul ation
Primary Hedlth Centers
Primary hedth centers
4827

All of theabove

Keto

Nationa PharmaceuticalsPricing Authority (NPPA)
IRDAI Secretary

Agent

Insurance Web Aggregators & Insurance Marketing Firms
All of theabove

IRDA

All of theabove

Both (a) and (b)

All of theabove

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

To describe thetypes of health carefacilities set up at different levelsin our

country.

Toexplainthefunctionsof intermediariesinvol ved in Indian insurance market.
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3.0 INTRODUCTION

Nobody anticipates getting sick or injured, but the mgjority of individuaseventualy
requiremedical attention. These expensesare covered by hedthinsurance, dong with
many other significant benefits. Dueto highinflationin health careexpensesspecidly in
private sector itisimportant for anindividua to takehealthinsurance policy covering
family members.Thedifferent featuresand types of health insurance plan can confuse
individuas. Thischapter thusfocuseson explaining thetermsused in healthinsurance
industry. Youwill asolearn about the different typesof heathinsurancepolicy inthis
chapter.

3.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Classfydifferent typeshedthinsuranceproductsavailableinIndia
® ExplaintheFeaturesof hedthpolicies

® ExplanthelRDAI guiddineson standardizationin hedlthinsurance
o

Explaintermslike Top up covers, fixed benefit covers, hospital cash, etc.

32 INTRODUCTION TOHEALTH INSURANCE PRODUCTS

TheHedth Insurance Regulationsof IRDAI define health cover asfollows

Health Insurance Definition- Thisisacontract between insured (policy holder)
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and theinsurer (insurance company) that requiresthe health insurance company to
pay the policyholder health care expensesin exchange of insurance premium.

Sincetheintroduction of firg retail healthinsurance product- Mediclaim by four public
sector insurance companiesin 1986, the health insurance segment has progressed a
lot. Now there are hundreds of productsoffered by al general insurersand standalone
health insurance companies.In 2001, the health insurance sector was opened up for
privateinsurance companiesinIndia

Generally health insurance productsavailablein Indian market are hospitalization
productsin nature. Themost lucrativefeature of health insurance product iscashless
benefit availedinnetwork hospita. Thesehed thinsurancepoliciescover hospitaization
expensesof anindividua. Thereisvery highinflationin hedth careindustry leadingto
steep risein expenses. Dueto advancement in medical technology, increase of health
care expenses, cost of new medicinesand advanced surgical proceduresit’sbecome
avery difficult for common manto have accessto quality health caretreatment without
hedthinsurancepolicy.

33 CLASSFICATION OFHEALTH INSURANCE PRODUCTS

In 2001when insurance market was opened for private players many insurance
companiescameinto health insurance market. Standal one hedl thinsurance companies
a so cameafter 2001 whose are specialized in hedlth insurance business. With opening
of health insurance sector to private playersalot of innovations, affordability, and
variationscameto Indian customers.

3.3.1 Broad Classification of Health I nsurance Products

a) Indemnity Covers- These planscomprisebulk of health insurance market
segment and cover actual medical expensesrelated to hospitalization. For
example:- A person hastaken ahealth insurance policy of Rs8lakhssuminsured
and due to accident he was hospitalized for three days where the medical
expensesincurred was Rs 80000 only. In thiscase heisonly entitled to get
maximum Rs80000in form of claim amount athough thetotal suminsuredisRs
8 lakhs, nothing morethan thiswill bepaid asper theindemnity principleapplied
ingenera insurance.

b)  Fixed benefit Covers- Thisisalso known ashospital cashwhereinsuredis
paid per day fixed amount during the hospitalization period. For example:- Shared
accommodation in hospital whereainsured patient isentitled to get daily cash
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per day during hospitalization for choos ng shared accommodationin hospital.
Thereisalimit in number of days or consolidated maximum amount per
hospitalization under thisproduct.

Critical lllnessCover- Ontheoccurrenceof predefined major/critical illness
likecancer, heart attack, strokeetc, theinsured/nomineeispaid full suminsured.
Thisproductissoldinform of rider or exclusive product.

The personal accident cover issold asindependent policy in Indiawhereas
worldwide health and disability cover issold together.

Thehedthinsurance policy usualy coversthe hospitdization expensesincurred
only inIndia. Travel insurancepolicy or overseas Mediclaim policy coversthe
health expensesincurred abroad partially. But recently we came acrossfew
health insurance products sold by private payerswherethey covershedthcare
expensesincurred outside country subject to certain termsand conditions.

3.3.2 Customer segment-based classification

Products can be designed or customized according to thetarget customer segment.
Product classifications on the basisof customer segmentsareasfollows-

a)

b)

Individual cover- Thiscoverissoldtoretal cusomersand their family members
informof individua and family floater policies.

Group cover- This cover issold tocorporate clients where employees are
covered under group insurance palicy.

Mass policiesfor government schemeslike RSBY, Ayushman Barat etc
covering vulnerable sectionsof population.

3.4

IRDAI GUIDELINES ON STANDARDIZATION IN
HEALTH INSURANCE

Therewaslot confusionintheinsurance market dueto different definitionsof various
termsand conditionsand different typesof health insurance productswith different
coverageand exclusonsoffered by hedthinsurers. It wasvery difficult for anindividua
to compareproductsaswel | asdifficult Situationfor TPA for settlingtheclaim against
productsof healthinsurance companies.

Therewasdifficulty in maintaining €l ectronic dataof healthinsuranceindustry. There
wasa so confusionregarding benefits, terms, conditionsand exclusionsof critica illness

cover.
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By providing standardizationin hedthinsurance, severa organizations, including Indian
insuranceregulator (IRDALI), service providers, hospitals, and the Health Advisory
Committeeof FICCI, cametogether to removethe confusion betweeninsurers, service
providers, Third Party Adminigtrators, and hospital saswell asthe complaintsof the
insuring public by providing sandardizationin hedthinsurance. IRDAI issued guiddines
on standardi zation in health insurancein 2016 after common understanding of various
stake holders.

Theguidelinesprovidestandar dization of:

1.  Standard definitionsof commonly used basictermsin Hedlth Insurancepolicies
2. Definitions,standard nomenclatureand proceduresfor Critical IlInesses

3.  Ligtof excludeditemsof expensesin hospitalizationindemnity policies

Clamformsand pre-authorizationforms

o &

Billingformets

6. Dischargesummary of hospitals

7. Standard contracts between TPAS, insurersand hospitals

8. StandardFileand Useformat for getting IRDAI for new policies
9.  Standardsand benchmarksfor hospitalsin the provider network

Thishasbeen asignificant step towardsraising the standard of quality provided by
hospitalsand theinsurance sector, and it will aid in the gathering of useful dataon
health and hedlthinsurance.

3.5 HOSPITALIZATION INDEMNITY PRODUCT

InIndia, themost common and largest selling health insurance planisan indemnity-
based healthinsurance plan. Thefirst Mediclaim policy wasintroduced by four PSU
non-lifeinsurance companiesin 1986 and wasthefirst sandard hedthinsurance product
inIndia. Thisproduct wasavailablein Indian market for long. After 2000, when private
playerscameinto sell heathinsurance policy the product undergonealot of changes
interm of features, termsand condition due to competitive market. Thisproductis
sold by different insurerswith some changesin featureand still apopular product in
Indian market.
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Itisanindemnity product wherethe policy holder will get the claim amount out of
defined suminsured upto medical expensesincurred while hospitalization. Thegenerd
features of Mediclai m policy are explained inthefollowing points. There may be
variationsindifferent health insurance policieslike benefits, additiona exclusionsor
someridersavailablewith policy. The students should read the healthinsurance policy
of the particular insurance company for better understanding of thetopic asfollowing
featureswill givethe genera idea. The student isadvised to go through somebasic
medica terminology aso sothat it would beuseful inknowing thefeaturesof indemnity
based Mediclaim policy.

1.

I npatient hospitalization expenses

Because of insured accident or illness, the hospitalization expensesare paid to

him by insurance company under indemnity hedthinsurancepolicy. It normally

indudes

i. Itonly coversmedical expensesif aninsured patient ishospitalized for at
least 24 hoursin the hospital except day care procedures.

ii. CoversRoom, boarding, nursing expenses, ICU, Doctor fees, Medicines,
OT charges.

iii. Hospital expensesof organ donor
iv. Costof artificial limbsand prosthetic devices

v. Cost of relevant laboratory/ diagnostic tests vi, Cost of dialysis,
chemotherapy, radiotherapy

vii. Coverage of ambulancecharges

Only whentheinsured patient isadmitted to the hospital for aminimum of 24
hoursarethese medical costs covered. But dueto medical advancement there
arevariousmedical procedureswheretheinsured patient need not to be admitted
in hospital for 24 hours, the patient may be discharged on the same day of
hospitalization. Thesetreatmentsare carried out at Speciaised day carefacilities
or hospitalsand arereferred to as*“ day care procedures’. The procedurelike
chemotherapy, eye surgeriesetc comesunder day care. Right now many health
insurersare covering morethan 140 day care proceduresand listisgoing more.

The OPD expensesarenot covered generally by healthinsurer. Therearevery
few hedlthinsurance companiesoffering OPD coverage.
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2.

Preand post hospitalization expenses

i.  Prehospitalization expenses- Therearetwo type of hospitalization, either
emergency hospitdization or planned. In planned hospitaization theinsured
patient take prior gpprova beforegetting hospitaization. He/shemight have
incurred the expenseslike doctor fees, diagnostic test feesand medicines
beforeadmission. Whenever ainsured patient go for planned hospitalization
he/shewill incur expensesbefore hospitalization.

Definition
“IRDAI Hedth Insurance Standardi zation guiddlines define Pre-hospital expenses
&

Medicd expensesincurredimmediately beforetheinsured personishospitalized,
provided that:

ad SuchMedica Expensesareincurred for the same condition for which the
Insured Person’sHospitalization wasrequired, and

b) Theln-patient Hospitalization claim for such Hospitalizationisadmissible
by the Insurance Company”.

The expensesrelated to diagnostic tests conducted, doctor’ s prescription fees
and medi cines etc comesunder pre hospitali zation expenses. These expenses
arecovered if they arerelated to hospitalization ilinessand are covered by all
hedlth insurance companies.

il. Post hospitalization expenses-

Inthis, the expensesincurred after discharge from hospital are covered. The
expensesrelated to recovery and follow up of insured patient after discharge
fromthe hospital are covered under this.

Definition

“Medica Expensesincurredimmediately after thelnsured Personisdischarged
from hospitd, provided that:

a SuchMedica Expensesareincurred for the same condition for which the
Insured Person’sHospitalization wasrequired, and

b) Theln-patient Hospitalization claim for such Hospitalizationisadmissible
by the Insurance Company”.
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There are specified numbers of daysin post hospitalization expenses of the Health Insurance
healthinsurance policy. The post-hospitalization benefit paysfor the necessary
medica costsincurred after theinsured patient getsdischarged from the hospital.

Thelnsured’ smedica expensesrelated to doctor’s prescription fees, medicine
prescribed and diagnostic test conducted after discharge from hospital are
covered under post hospitalization. . Thecostsmust be correl ated to the medical
carereceived whilebeing hospitalised and covered by healthinsurance. Notes

Typicaly, coveragelastsfor 30 daysprior to and 60 daysfollowing hospitaisation
Theduration of cover may vary frominsurance company to insurance company
andismentionedin palicy.

Pre and post hospitalization can be reimbursed by theinsured. The students
should suggest or opt for those health insurance productswhere pre and post
hospitalization number of daysaremoreand there should beno capping or limit
onthisbenefit.

3. DOMICILIARY HOSPITALIZATION

In hedlthinsurance policy thereisaprovisionfor insured policyholdersto claim
medica treatment expensesincurred at homewithout being admitted at hospital.
Generdly, thisbenefitisnot used by theinsured.

Toavail thisbenefit there are some conditionswhich need to befulfilled by the
insured patient. Theseareasfollows-

The condition of apatient needsimmediate hospitalization dueto illness but
cannot bemoved to hospital or lack of accommodation in hospitals.

Thisbenefit hasthe condition wheredomiciliary hospitalizationisgenerally
covered after excess clause of 3-5 days. It meansthat the medical treatment
expensesincurred at home under thisbenefit hasto be borne by insured patient
for first 3-5 days. Thisbenefit excludestreatments|like asthma, bronchitis,
diarrhea, diabetesmellitus, cough and cold etc.

4. COMMONEXCLUSIONS
Thecommon exclusionsareasfollows:

i. Pre-existing diseases
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Definition
ThelRDAI guidelineson standardization define Pre-existing as* Any condition,
allment or injury or related condition(s) for which you had signsor symptoms,

and/or were diagnosed, and/or received medical advice/treatment within 48
months prior to thefirst policy issued by theinsurer.”

Thereisaspecific time period where the heal th insurance companiesdon’ t
cover theillness/disease. Thisisgenerally 48 monthsfrom taking the policy.
These arethose illness/diseases which a proposer declaresthat he/shewas
suffering from or issuffering whiletaking insurance policy. Thedecisionto accept
or reject the proposal is made by the underwriter based on the proposer’s
disclosureof any prior illnessesor conditions.

il. Waiting periods: The standard 30-day waiting periodisinall the new
health insurance policy. Thismeansthat theinsured policy holder isnot
covered for any claimin thefirst 30 days of purchasing anew or fresh
healthinsurance policy. The only exceptionto thisishospitalization dueto
accident. Theaccident hospitdization iscovered from day oneof purchase
of hedthinsurancepoalicy.

Other waiting periods:

Thisisapplied for certainillness/ailments/disease which are not covered for
certain time as per terms and conditions of the health insurance policy. The
waiting period under health insurance policy can be one/two/three/four years
from the inception of new policy. The common diseases which come under
waiting period are cataract, renal calculus, gall bladder stone, hip replacement,
prostrate surgery etc. Thismeansthat these diseases are not covered for an
initial 1/2/3/4 years. The number of yearsunder waiting period may vary from
insurer to insurer or policy to policy. Anindividua should choosethat health
insurance policy wherethe number of yearsand number of diseasesareless.

Example

Raj took thefresh health insurance policy and was hospitalized for three days
duetovira fever on 20th day of taking the policy. When hefiled hiscashless
claimto insurance company hewas denied becausetherewasinitial 30 days
waiting period in fresh health insurance cover. And finally he had to pay the
hospitalization expensesfrom hispocket.
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5.  CoverageOptionsAvailable Health Insurance
i. Individual Coverage

Thepalicy holder cantakeindividual suminsured for himwhereapre- defined
suminsuredisalocated to him. Thefamily memberscandsotaketheindividua
cover on each member under asingle palicy. Inthisformat each family member
will havethear individua suminsured. Duringthepolicy durationwhichisgenerdly
oneyear each insured member can avail claim up to maximum sum insured
allocated to him. Here the premium is charged on the age and sum insured
opted by thefamily members. Generaly afamily takingindividua suminsured
policy getssomediscount intotal premium from Health Insurance Company.
Themajor drawback in thisformat isthat the singleinsured member can not
avail thesuminsured of other family membersif suminsuredisexhausted within
ayedr.

Notes

ii. Family Floater: Inthishealth insurance plan, thewholefamily (spouse,
dependent children and dependent parents) isoffered asingle-family floater
hedlthinsurance planwith singlesuminsured which float over entirefamily

inspecified policy timeperiod.

Figure3.1: Individua and Family floater hedthinsurancepolicy.
Example

If afamily of four, 2 adultsand 1 child hastaken floater hedthinsurance planfor
Rs15lacsfor oneyear policy period, theninsurer will pay themedical expenses
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uptoRs15lacswithin policy period for sngleor multipleclamsof anindividua
family member or wholefamily. But thetota claimamount of al membersshould
not exceed Rs 15 lacssuminsured in the policy period.

Thepremiumfor thistypeof policy dependson the age of the ol dest member of
thefamily. Thefamily floater policy ismore popular inthe market becausethe
full family can be covered under snglesuminsured. Thecoverageand exclusons
aresmilar generdly inbothindividua and family floater policy.

Special Features

In health insurance product apart from existing cover there are more special
featureshave been added. All health insurance productsdo not cover al below
mentioned special features. It differsfrom insurer to insurer and product to
product. Some of the specia featuresareasfollows-

i. Sublimitsand Disease specific capping

Someof thehedthinsurance productshavesublimitslike 1% of suminsured
capping onroom rent per day and 2% suminsured capping on |CU charges
per day. It meansif insured have opted for lesssuminsured inthat case he/
sheisentitledtoroom or ICU in hospital of lesser amount and in thesetype
of policiesthepolicy holder haveto pay from hispocket if therrom rent or
I CU chargesexceeded thissub limit. Some health insurance productshave
disease specific cgpping for examplegppendicitis, cataract etc. Theindividud
should chooseahedthinsurance policy with no limit and sublimit.

For example- If aperson hasahedthinsurance policy withasuminsured
of Rs300,000 and a1% of suminsured room rent cgp. And if heisadmitted
inaroomwith rent of Rs5000 per day for next fivedays. Thetotd bill of
room rent comesto Rs 25000 but hewill only get Rs 15000 dueto 1% of
room rent conditioninthe hedthinsurancepolicy.

ii. Co-payment (popularly called Co-pay)

Co-payments means aspecified percentage of every clamamount that is
to be paid by insured and therest by theinsurance company. Thiscan be
compulsory or voluntary and variesfrom product to product. Thisisgeneraly
foundinsenior citizenpolicies.

For example-If aperson hastaken ahealthinsurance policy wherethere
isaprovisonfor 20 % co- payment. The claim amount cameout to be Rs
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Vi.

50000 then Rs 10000 (20% of Rs50000) will be paid by insured and Rs
40000 will be paid by Insurance Company.

New exclusions have been introduced and later standardized by
IRDAI:

® Geneticdisordersand stem cell implantation/ surgery.

® Externd and or durableMedica / Non-medica equipment of anykind
used for diagnosisand or treatment including CPAP, CAPD,Infusion
pump etc., ambulatory devicesi.e. walker, crutches, belts,collars, caps,
splints, slings, braces, stockingsetc. of any kind,diabetic foot wear,
glucometer / thermometer and similar rel ateditems etc. and also any
medical equipment whichissubsequentlyused at homeetc.

® Anykindof Servicecharges, Surcharges, Admissionfees/Registra
tion chargesetc. levied by the hospital

® Doctor'shomevist charges, Attendant / Nursing chargesduring preand
post hospitalization period

Zonewisepremium

Generally the premium of health insurance policy depends upon age and
suminsured opted by insured. But insurer can put zonewise premium pricing
dueto higher claim cost in pecified region/zone. For example, in comparison
toTier Il and Tier I11 cities, metropolitan areaslike Mumba and New Delhi
areincluded in the highest premium zonefor specific policiesby afew
hedthinsurers.

Coverage of pre-existing diseases

Generally the disease disclosed at thetime of proposal iscovered after 4
yearsin healthinsurance under preexisting disease clause. But few insurers
have reduced thistime period from four to 2/3 year. The students can opt
or suggest those health insurance policieswhere number of years under
pre- existing disease clauseisless.

Renewability

Inthebeginning therewasan agelimit for renewal of healthinsurancepalicy.
Initially long-liferenewal featurewas offered by few insurersbut dueto
interventions by IRDAI now thisiscompulsory for al insurers health
insurance products.
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Vil.

Xiii.

Coveragefor Day careprocedure

Generally inhealthinsurance policy it'scompul sory to bein hospital for
minimum 24 hoursto avail cashlessor reimbursement claim but day care
procedures are exception to this condition. When, as a result of
advancementsin medical science, the insured patient is admitted and
discharged onthesameday after amedical operation. For example, diayss,
chemotherapy etc. Initially insurerswere covering only seven-day care
procedures, but these daysinsurersare covering morethan 140-day care
proceduresand thelist keep growing.

Duration of preand post hospital cover

Generally insurers cover pre hospitalization cover for 60 daysand post
hospitalization cover for 90 days. Before hospitalization theinsured under
pre hospitalization might have incurred the expenses like doctor fees,
diagnodtictest feesand medicinesbeforeadmission. Similar kind of expenses
can be incurred by Insured after discharge from hospital under post
hospitalization. A few insurance companies have al so set amaximum limit
on these costs and connected them to a particular percentage of claim
payout. These daysfew insurers under pre and post hospitalization the
number of days are extended to 90to 120 days.

Add on covers

The following are afew new add-on or extra cover options that some
insurance companieshaveintroduced:

® Maternity cover: Thematernity cover inretail policiesareoffered
by few insurersonly and generally isunder exclusions.

® Criticalillnesscover:Few insurersareoffering critical insurer cover
asan optional add on cover or rider. It coverslifethreatening ailments
and areexpensivetoo.

® Automaticreinstatement of suminsured: Under thisbenefitif the
insured suminsured get exhausted within policy period it will auto-
maticaly get reinstated or restored with full suminsured (origina sum
insuredlimit).

® Coveragefor AYUSH - Ayurvedic-Yoga- Unani - Siddha- Ho-
meopath: Initially thisbenefit was under exclusionsbut afterwards
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few insurers started covering AYUSH treatment up to a
certainpercentage of thesuminsured.

X. Valueadded covers

Thebenefitsunder thisare payable up to apre-defined limit of suminsured.
Thefew valueadded coversareasfollows:

Outpatient cover : Generally OPD coversare under exclusionsfor
maximum health insurance companiesbut few insurersprovidelimited
cover for OPD expensesfor somehigh end plans.

Hogspital cash: Thesedaysthisbenefitisprovided by al theinsurers.
Under thisfeaturefixed lump sum payment isgiven toinsured patient
per day for aspecified time period for choosi ng shared accommoda:
tion. Andin someinsurance policieshospital cashisgivenasaddon
coversor inbuiltinthe hedthinsurance policy. Generally, hospital cash
isgivenfor 7 dayswith adeductibleof 2/3 days.

Donor’sexpenses. According to thetermsand conditionsof the hedlth
insurance policy, the policyhol der’ smagjor organ transplant policy so
coversthe costs of the organ donor.

Reimbursement of ambulance: The expenses of ambulance charges
arereimbursed up to aspecified amount under healthinsurancepolicy.

Expensesfor accompanying person: Hedlthinsurancepolicieswill pay

for the costs of an accompanying person’sfood and transportation
whilethey arecaring for theinsured patient whilethey arein the hos-
pital. A specified amount per day with limit of number of daysisreim-
bursed to insured.

. INTEXT QUESTIONS 3.1

1.  Pre hospitalization duration varies from insurance company to insurance
company and is mentioned in health insurance policy, generaly thisisfor

a) Ffteendays

b) Thirty days
c) Forty-Fivedays

d) Sixtydays
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2.

In Indiathe health insurance sector has undergone many changesup until the
opening of themarket for privateinsurance companiesin

a 2010

b) 2005

c) 2001

d) 2015

First Mediclam policy inIndiawasintroduced inwhich year?
a 1986

b) 2000

o) 1956

d) 1972

Broad Classification of Health Insurance Productsis/are:
a Indemnity Cover

b) FixedBenefit cover

c) Critical llinessCover

d) All of theabove

isan amount which isborne by the policy holder each
timethe claimismade dueto sicknessand /or accident defined inthe policy.

a Co- Payment

b) Co- Insurance

c) Waitingperiod

d) Noneof theabove

3.6

TOP-UP COVERS OR HIGH DEDUCTIBLE
INSURANCE PLANS

High deductibleinsuranceisanother namefor atop-up policy. If apolicy holder

wantsto take the heal th insurance policy with appropriate suminsured (high Sum

Insured) he hasto see hispocket a so to pay the hefty premium. Dueto this, insurance
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companiescreated top-up plans, which provide coveragefor significant sumsinsured
over and aboveapredetermined amount (called threshold). Theinsured cangofor a
high deductible planwherehe cantakeahedthinsurance policy frominsurance company
and can take an additional policy with sameor different insurance with deductible
cover. Thisdeductibleinsurance plan can beutilized with basic hedthinsurance policy
which haslesssuminsuranceand the premiumfor thispolicy iscomparatively less. In
thisway theinsured will be covered for an gppropriate suminsured with lesser premium
ascompared to the single policy with higher suminsured. Thiscan be helpful inthe
unfortunate event of high-cost treatment. Thisplan can be purchased asindividual or
family floater form. Medical expenses must exceed the deductible (or threshold) level
selected by theplanin order to qualify for aclaim under thetop-up policy.

Example-

If Rgj hastaken ahealth insurance policy of Rs 10 lacs suminsured fromA health
insurance company wherehepays X premium. Now the agent suggested himto gofor
deductible plan. Where hetook health insurance cover of 3lakh suminsured fromA
health insurance company and took the another top up policy with sameinsurer or
another insurancefor Rs 7 lacssuminsured (in excess of 3lacs). Hewill discloseto
the same/another insurer regarding basi ¢ healthinsurance policy of Rs3lacsand will
takeadditional cover of Rs7 lacs. The premium for thistype of provisionwould be
less. Because whenever the health insurance claim comesup toRs 3 lac suminsured
policy theAinsurer will alwayscomefirst andif it exceedsthreelacsrupeesthan 7
lakh suminsured policy will comeinto picture. Inthisway insured can be covered for
high suminsured with comparatively lesspremium.

3.7 SENIOR CITIZEN POLICY

Senior citizen policiesarefor elderly peopleover 60 yearsof agewhichweregenerdly
denied for health insurance coverage. Thisplan’sexclusionsand coveragesarevery
similar to those of ahospitalisation palicy.

Theentry agefor senior citizen policy isafter 60 yearsand thereisprovisionfor life
long renewal. Generally the sum insured range from Rs. 100,000 to Rs. 5,00,000.
Therearevariationsinwaiting period of certain ailments/diseases. For examplecataract
may be covered after oneyear waiting period for oneinsurance company or 2 year
waiting period for some other insurance company.
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Thereisastandard waiting period of 30 daysin fresh policy and preexisting disease
clause of 4 yearsfor theillness disclosed by insured at the proposal stage. Under
maximal policies, thereisalimit or capping for various diseases. Pre- and post-
hospitalization costsare covered either asaportion of hospital claimsor asublimit,
depending on whichishigher. The preand post hospitdization periodisgenerally 30/
60 days or 60/90 days.

Inmany senior citizen health insurance policy thereis provision of co-payment where
some portionispaid by insured rest ispaid by insurer. But there are someinsurance
policieswhere cover isgiven without co-payment to senior citizen. The premiumin
thiscaseismorethan the policy with co-payment provision. In maximum casesthepre
policy medical testsaredone.

“IRDAI hasmandated specid provisionsfor insured personswho are Senior Citizens.

1 The premium charged for hedlth insurance products offered to senior citizens
shdl befair, justified, transparent and duly disclosed upfront.

2. Theinsured shall beinformed inwriting of any underwriting loading charged
over and abovethe premium and the specific consent of the policyholder for
such loadings shall be obtained beforeissuance of apolicy.

3. All hedthinsurersand TPAsshall establish aseparate channel to addressthe
hedlthinsurancerel ated claimsand grievancesof senior citizens.”

3.8 FIXED BENEFIT COVERS - HOSPITAL CASH,
CRITICAL ILLNESS

Sometimesthehospita sinflatethe hospitalization billsunnecessarily and unreasonably
in theform of extending hospital stays and ordering unnecessary diagnostic and
laboratory proceduresresulting in huge claim amount. Thisgenerally happenswhen
hospital comestoknow that patient isinsured with healthinsurance policy. Theexpense
of healthcareisconstantly rising, typically faster than premiumrateincrease.

Fixed benefit coversarethe solution to the af orementioned problems. The maximum
payout for each of them isspecifiedinthepolicy. With thisproduct, frequently occurring
proceduresarementioned under each system, including ENT, ophthalmology, obstetrics,
and gynaecol ogy, etc.

Theinsured get the fixed amount as claim amount i rrespective of amount spend on
treatment. These days package treatment costs are famouswhere all stake holders
arehappy. Theinsured ishappy because he knowsthat under thisprovision he needs
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not to pay thedifference claimamount. The hospita officid sare satisfied becausethey
know that under these provisionstherewill be no deductioninthefina amount. The
TPA/Insurance companiesare al so sati fied because they know that hospital will not
inflatethebills.

The package chargeswould include all components of the cost such as:
ad  Roomrent,

b)  Doctor’sfees,

c) Diagnosticstests,

d)  Medicines,

€)  Preandpost hospitalization expensesetc.

f) Medical procedures

Depending on the product, the package charges might even cover thingslike diet,
transportation, ambulance cogts, etc. These plansare easy to manage because all that
isrequired to processaclaimisproof of hospitaisation and the condition being covered

by thepolicy.
Some of thefixed benefitinsurance plansare:
® Hogpitd daily cashinsuranceplans

®  Criticd illnessinsuranceplans

3.8.1 Critical IlInessPolicy

Criticd insurance planissometimesreferred to asatraumacare cover or thedreadful
disease cover.

Individuals with major diseases like cancer, heart attack etc is surviving dueto
advancement in medical sciences. But thetreatment cost for these dreaded diseasesis
very highandinmany casesitledtheinsured tofall below poverty line. Unfortunately,
overcoming aseriousillnessrequiressignificant financial outlaysfor both treatment
and post-treatment living costs.

a A benefit policy knownasa“critical illnesspolicy” providestheinsuredwitha
lump sum payment upon diagnosisof aspecific, designated critical illness.

b)  Thiscoverisavalableinformof:
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< Separate or standaloneinsurancepolicy or
< Riderinfew hedthinsurancepoliciesor
¢ Riderinsomelifeinsurancepolicies

Generdly inIndialifeinsurersareselling critical illnesscover inform of rider. Two
typesof coversare offered to them- accelerated Cl benefit plan and standalone Cl
benefit plan.

For sdlling criticd illnessinsurance, aclear grasp of what congtitutesacovered ailment
and strong underwriting areessentia. IRDAI Hedlth Insurance Standardization guiddines
haveledtothestandardization of thedefinitionsof the20mogt prevaent critical illnesses.

Thisisvery significant for theinsurer to ascertain the health status of proposersas
thereisahigh chance of adverse selectionin critical illnesspolicy at the proposal
stage. Thecurrent pricing of critical illnessplansare supported by reinsurancedataas
thereisalack of sufficient data

c)  Criticd illnessmay requirelengthy carefollowing hospitalisation and may result
inlarge hospitalisation expenditures. It asomay result in disability, limbloss,
lossof income, total dependence on others, etc.

d) Itisadvisablethat thecritical illnesspolicy should betaken additional to health
insurance policy sothat healthinsurancetake care of hospitalization expenses
andthesuminsured of critical illnesspolicy take care of financial burden of the
insuredfamily.

€)  Thecritica illnessescovered vary acrossinsurersand products, but thecommon
onesinclude:

¢ Cancersof specified severity
¢ Acutemyocardid infarction
¢ Coronary artery surgery

¢ Heartvavereplacement

¢ Comaof specified severity

¢ Rendfalure

¢ Strokeresultingin permanent symptoms
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¢ Magor organ/bone marrow transplant
¢ Multiplesclerogs

< Motor Neuron disease

<+ Permanent paralyssof limbs

< Permanent disability dueto major accidents

The numbers of diseasesvary frominsurer toinsurer in critical illnesscover. Itis
suggested togofor critical illness cover where numbersof illness covered are more.
Sometimestermind illnessisa soinduded for coveragethough premiumwouldobvioudy
bevery high.

)

h)

)

K)

Themagjority of critical illness policiesoffer alump sum payment or amounts
insured upon diagnosis of the condition; however, aselect policy also offer
reimbursement for inpatient costs. Few insurance plansoffer coveragefor both
patient hospitalization costsand alump sum payout upon thediagnosisof serious
illnessesincluded inthepolicy.

Thispolicy isgeneradly availablefor the 21-65 yearsage group.

In most cases, these policiespay 100% of theinsured amount inthe event that
acritical illnessisdiagnosed. Depending on the termsand conditions of the
insuranceand the seriousness of theillness, compensation may rangefrom 25%
to 100% of theamount insured in specific circumstances.

Thecritical illnesspolicy thereisa‘waiting period’ of 90 daysfor fresh policy
fromtheinception of thepolicy. Andthereisa30day ‘ survival clause’ after the
diagnosisof theillness.

Compulsory pre-issue policy medical checkupsin critical illnesspolicy are
conducted on proposers especially those who are older than 45. Standard
exclusonsresemble hedlthinsurance policiesquiteabit.

Theinsurance policy may only make one payout to the policy holder for any
oneor moreof thediseasescovered by thepolicy, or it may offer many payouts,
but only up to aspecific maximum number. After benefitsare paid out under the
policy for any insured person, the coverage expires.

Thispolicy may be offeredin form of group policy where employer can take
thisfor their employees.
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. INTEXT QUESTIONS 3.2

1

When aninsured personisdiagnosed with acertain critical illness, benefit plans
givethemalump sum payment. Thisbenefit planisknownas

a) Accidentriders
b) Indemnity

¢) Criticdillness
d) Cashless

Which oneof thefollowing productsisparticular useful for the person covered
for health by employers, where employers heal th schemes may not bear many
of theincidental costsassociated with hospitalization?

a) Daily Hospita cashbenefit
b) Diseasemanagement covers
c) Outpatient coverage

d) BhavishyaArogya

Inwhichyear, did the health insurance sector open up for private insurance
companiesinindia?

a 2002

b) 2001

c) 2005

d) 1995

High deductible hospital indemnity isbest suited for:

a) Seniorcitizens

b) Personssufferingfromcritica illness

€) Personwithlow suminsuredinindemnity policies

d) Noneof theabove
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5. Whichexpensesof anindividua arecovered by Mediclaim policy toapredefined
annud limit of indemnity?

a) Doctors consultation

b) Medicine

c) Hogpitdization

d) Surgery and operationthestre

6.  Hogpitaizationindemnity productsprovidefor a beforeany
benefit commence

a Waitingperiod
b) Cost sharing by insured
c) Check up by registered doctor
d) Routinebloodtest
7. Whichof thefollowing statementsabout critical illness productsisfalse?

a They provideinsurance against dreaded diseases such as cancer, heart
attack or kidney failure

b) They cover theactua cost of thetreatment related to critical illness

c) Theyareavailableasstanda oneproductsor asapackaged hedthinsurance
product.

d) They providefor high suminsured limitswith lump sum payouts.

8. Asastandard conditionincritical illnesspolicy thereisa‘waiting period’ of
daysfor fresh policy from theinception of the policy.

a 90days
b) 30days
c) 60days
d) 120days
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9. Asastandard conditionin critical illnesspolicy thereisasurvival clause of
daysafter thediagnosisof theillness.

a 90days
b) 30days
c) 60days
d) 120days

©-| WHAT YOU HAVE LEARNT

Hedlth Insuranceisacontract betweeninsured (policy holder) and theinsurer (insurance
company) that requiresthe health insurance company to pay the policyholder health
careexpensesin exchangeof insurance premium.

Intheevent of any disease, health insuranceiscrucial for giving financia support to
pay for medical facilities. Also, it aidsin protecting anindividua’sfunds, which may
otherwise belost duetoillness. Healthinsurance productsare broadly categorized as
Indemnity covers, Fixed benefit coversand Critical Ilinesscover, Or Individual cover,
Group cover and Mass policiesfor government schemes, if categorizationisbased on
customer segments.

Guidelinesfor uniformity in health insurance wererel eased by | nsurance Regul ator
(IRDALI) in2016to clear up any misunderstandingsbetweeninsurers, serviceproviders,
TPASs, and hospitals. In India, the most common and largest selling health insurance
planisanindemnity-based heath insuranceplan. It only coversmedical expensesif an
insured patient is hospitalized for at least 24 hoursin the hospital except day care
procedures.

Therearetwo typesof hospitalization, either emergency hospitalization or planned.
TherearetermslikeWaiting periods, Individua coverage, Family floater, Co-payment,
Day careprocedure, etc. which areimportant in understanding hedthinsurance products.
High deductibleinsuranceisanother namefor atop-up policy. Thisdeductibleinsurance
plan can be utilized with basi ¢ health insurance policy which haslesssuminsurance
andthe premiumfor thispolicy iscomparatively less. Thereare other important types
of coversand policieswhich should beknownto you asaHedth Insurance expert like
Top-Up Covers, Senior Citizen Policy, Hospital Cash, Critical 1linesscovers, Hospita
Daily Cash Policy and Critica IlInessPolicy.
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TERMINAL QUESTIONS

What do you understand by Health Insurance? Why health insurance in
important?

Classfy the hedlthinsurance products according to the broad categoriesand on
thebasisof customer segments.

Writeanoteon IRDAI Guiddineson Standardizationin Health Insurance
Writeanote on Pre hospitalization and pro-hospitalization expenses.
What are pre- existing diseases? Give examples.

Writeanote onthefollowing:

a) Waiting periods

b) Individua coverage

c) Familyfloater

d) Co-payment

€) Day careprocedure

Writeadetailed note on Top-Up Coversand Senior Citizen Policy
ExplaintheHospital Cash, Critical 1llnesscoverswith examples

Write detailed note on Hospital Daily Cash Policy and Critical 1linessPolicy.

‘E‘I ANSWERS TO INTEXT QUESTIONS

31

1. (b) Thirtydays

2. (¢ 2001

3. (3 1986

4. (d) Allof theabove

5 (@ Co Payment
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8.

0.
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@
(b)
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@
()

Criticd illness

Daily Hospital cash benefit

2001

Personwithlow suminsuredinindemnity policies

Hospitdization

Waiting period

They cover theactua cost of thetreatment related to critical illness
90 days.

30days.

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplainthedifferent typesof hedthinsurance productsavailablein Indiaand
thefeaturesof health policies.
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MICRO INSURANCEAND HEALTH
INSURANCE FOR ECONOMICALLY
WEAKER SECTIONS

4.0 INTRODUCTION

Indiahasachieved asignificant growth and devel opmentsin healthcare accessover
the past few decades. The health sector isone of the largest and fasting growing
sectorsin Indiabut al so faces many challenges. It is characterized by high out-of -
pocket expenses, poor financia protection, and inadequate healthinsurance coverage
among both rural and urban populations. More than 60% of peoplein our country
haveto pay for their medical care and hospital staysbecausethey lack any type of
health insurance. People borrow money or sell their assetsto pay for healthcare,
which hasanimpact on their income and savings and causes more than 4% of the
populaiontofal below thepoverty line. Thelndian government isworking to guarantee
that everyoneinthe country hasaccessto high-quality hedthcarewithout suffering any
financia hardshipsasaresult.

Inthisregard, few schemesarelaunched by the government like RashtriyaSwasthya
BimaYojana(RSBY), Pradhan Mantri SurakshaBimaYojana(PMSBY), Pradhan
Mantri Jan-DhanYojana(PMJDY') and Pradhan Mantri Jan ArogyaYojana(PMJAY).
There aremany more schemeslaunched by the Government of India, but thefocus of
thischapter will beon few schemesmentioned abovewhich providesHedlth protection
or insurancefor economically weaker sections.

4.1 OBJECTIVES

After reading thislesson, youwill beableto:

) Describe the micro insurance and health insurance schemes available for
economically weaker inIndia
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Explainthefeaturesof JanArogyaBimaPolicy

Explainthefeaturesof Universa Hedlth Insurance Scheme (UHIS)
Explainthefeatures of RashtriyaSwasthyaBimaYojana(RSBY)
Explainthefeaturesof Pradhan Mantri SurakshaBimaYojana(PMSBY)

Explainthefeaturesof Pradhan Mantri Jan-Dhan Yojana(PMJDY)

Explainthefeatures of Pradhan Mantri JanArogyaYojana(PMJAY)

4.2 MICRO INSURANCE AND HEALTH INSURANCE FOR
ECONOMICALLY WEAKER SECTIONS

A specid category of insurance policiescalled micro-insurance policieshasbeen created
by Insurance Regulatory and Devel opment Authority of India(IRDAI) to promote
insurance coverage among economically wesk sectionsof the society. The purpose of
micro insurance regulationswasto makeit easier for lower income groupsto access
insurance. It offersaplatformfor the distribution of low-cost insurance productsto the
underprivilegedin both urbanand rural aress. It lso aimsat enabling microinsurance
toplay asgnificant rolling financia incluson. AccordingtotheIRDAI micro-insurance
regulationsfrom 2005, insurance products covered by micro-insurance have amodest
premium and asuminsured that islessthan Rs. 30,000. Many community organisations
or Non-governmental Organisations (NGOs) typically purchasethese coversin bulk
for their members. In order to expand access of insurance, insurance companiesmust
sdl agpecific percentage of their insurance policiesasmicro-insurance productsunder
theIRDAI’srural and socia sector requirements.

Through the marketing of microinsurance products, Non-Governmenta Organisations
(NGOs) and Self-Help Groups (SHGS) may represent insurance companies. IRDAI
has notified the amended regulationsin 2015 whereinit has permitted several more
entitieslike District Co-operative Banks, Regional Rural Banksincluding Business
Correspondents of Scheduled Commercia Banksto beappointed asMicro Insurance
agentsfacilitating better penetration of Micro I nsurance busi nessandincluded additiond
policyholder protection measures.

Thefollowingisadescription of two policiesspecifically designed by PSUsto serve
thelower segmentsof society:

1. JanArogyaBimaPolicy

2. Universd Hedlth Insurance Scheme (UHIS)
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4.2.1 Jan Arogya Bima Policy

Thegoal of thisprogrammeisto givelessfortunate members of society affordable
hedlthinsurance. Thesalient featuresof Jan ArogyaBimaPolicy arelisted below:

1

2.

10.

SumAssured: Thesuminsured isRs.5000 per individual.

Eligibility: Theminimum digibility ageis5 yearswhilethemaximumageis 70
years.

Threemonthsto five-year age group children can be covered under thispolicy
provided one or both parentsare covered at the sametime.

Thisinsurancepolicy isavailablefor oneyear duration.

Claim settlement: Theinsurance company will settle claimswithin 30 days of
receiving the required documentation. After accepting theclaim, theinsurer will
transfer themoney within seven days.

Redressof grievances. Theinsured may fileacomplaint with the Office of the
I nsurance Ombudsman’ sgrievancecell.

Thereisal15-day freelook period for thishealth insurance policy.

Cancdllation: Thispolicy may becancelled by providing theinsured with a30-
day notice period. If no claimshave been filed up to the cancellation term, the
insured may also cancel thelifeinsurance policy at any time, inwhich casehis
payment will bereturned (short period rates).

Facility of medical check-upsand cumulative bonusisnot offered under this
policy.

Section 80D of the Income Tax Act of 1961 allows for atax benefit on the
premiumspaidfor thispolicy.

4.2.2 Univer sal Health I nsurance Scheme (UHIYS)

The Government of Indiaintroduced the Universal Health Insurance Scheme (UHIS)
in2003 withthegod of providing healthcareto the economically weaker segments of
society. It aimsat providing healthinsurance coveragefor the economically weaker
and backward classes of the country. It hasseveral uniquefeaturesincluding genera
hedthinsurance, maternity insurance, degth benefitsand so on. Thisschemeisaccessble
tofamilieswho are both below the poverty lineand abovethe poverty line.
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Featuresof the Universal Health Insurance Scheme (UHIS) areasfollows:

1

TheUniversa hedthinsurancepolicy isavailableto bothindividuasaswell as
inagroup.

Theindividua policy will beinthenname of theearning head of thefamily with
detailsof other insured members.

TheGroup policy will beissued inthenameof the Group/Association/Ingtitution
withasmplelig of namesof themembersinduding hisher digiblefamily members

forming part of thepalicy.

Memberscovered in onegroup policy cannot be covered in any other groupin
thesamehealth scheme.

People betweentheagesof 5to 70 yearscan beenrolled inthishea thinsurance
scheme. Children between the age of 3 monthsto 5 years can be covered
provided one or both the parentsare covered simultaneoudly.

The coverageoffersanindividual or family reimbursement for hospitalisation
costsup to Rs. 30,000, subject to thefollowing sublimit.

Particulars Limit

Room, boarding expenses

Up to Rs.150/- per day

If admitted inICU Up to Rs.300/- per day
Surgeon, Anesthetist, Consultant, Speciaistsfees, UptoRs.4,500/- perillness/
Nursing expenses Injury

Anesthesia, Blood, Oxygen, OT charges, Medicines, | Upto Rs.4,500/- per
Diagnostic material and X-Ray, Dialysis, Radiotherapy, | illnessInjury

Chemotherapy, Cost of pacemaker, Artificialimb, etc.

Maternity Benefit- ONE CHILD ONLY Rs.2,500/- for normal
(with 12 monthswaiting period) ddivery and Rs.5,000/-

for caesarean delivery.
Total expensesincurred for any oneillness Upto Rs. 15,000/-
(other than Maternity Benefit)

Note: Company sLiability in respect of all claimsincluding M ater nity Benefit
admitted duringtheperiod of Insuranceshall not exceed the Sum I nsured of
Rs.30,000/- per per son or family asmentioned in the schedule)

Table4.1: Reimbursement of hospitalization expensesunder (Theseratesare

subject to change by the Government of India)
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7. Onthedesath of the bread earner of thefamily Rs25000 isgiven by insurance
company under personal accident cover.

8.  Onthehospitdization of thebread earner of thefamily dueto accident/ ailment,
Rs50 per day of hospitdization isgiven by insurance company under disability
cover. And thisbenefit is paid maximum up to fifteen days after three days of
waiting period.

9. Premiumratesareasfollows:

Coverage Premium | Insured sShare | Govt.of India

Subsidy

Individud Rs.300/- Rs.100/- Rs.200/-

Family upto5members | Rs.450/- Rs.150/- Rs.300/-

Family upto 7members | Rs.600/- Rs.200/- Rs.400/-

Table4.2: Premium ratesunder (Theseratesare subject to change by the

Government of India)

. INTEXT QUESTIONS 4.1

1

TheDuration of theJan ArogyaBimaPolicy is

a lyear b) 2years
c) 15years d) 3years

The Jan ArogyaBimaPolicy hasafreelook period of

a 45days b) 30Days
c) 15days d) 90Days

TheUniversal healthinsurancepolicy isavailablefor

a Individuds b) Groups

c) BothIndividudsandGroup d) Noneof theabove

Universal Health Insurance Scheme (UHIS)provides reimbursement of

hospitalization expensesupto

8 Rs.5,000 b) Rs.15,000
¢ Rs. 30,000 d) Rs.50,000
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4.3 RASHTRIYA SWASTHYA BIMA YOJANA

The Government of Indiahasintroduced alot of healthinsurance programmes, some
of which are specificto certain Sates.

To increase the population’s access to health benefits, Ministry of Labour and
Employment, Government of I ndiahaslaunched the RashtriyaSwasthyaBimaYojana
for BPL familiesinassociation withinsurance companies. Following arethe features of
RashtriyaSwasthyaBimaYojana:

Thisprogrammeisavailableto any Below Poverty Line (BPL) family whose
informationislisted onthedistrict BPL list created by the State government.

Beneficiariesjust haveto pay aregistration fee of Rs. 30. Thissumwill beused
to cover scheme-related adminigtrative costs.

The RashtriyaSwasthyaBimaYojanaoffersafamily of fivefloater coveragefor
hospitalisation costsup to Rs. 30,000. Aswell asbeing covered upto alimit of
Rs. 1,000, transportation costsare also covered, at Rs. 100 each visit

Pre-existing diseasesto be covered.

Cashlesscoverageof dl digibleheath services.

Provision of smart card.

Preand post hospitalization expensesare coveredinthisplan.

Government paystheRSBY premium. 75% of theentirepremiumispaid by the
central government (90% of itispaid in case of Jammu & Kashmir and the
Northeast States) whiletherest insurance premium paid by State Government.

The State Government choosesinsurance compani esafter receiving competitive
bids.

Choicetothebeneficiary between public and private hospitals.

Theprogrammewill beginonMay 1 and runfor oneyear, ending onApril 30 of
thefollowing year. The planwould expireonthisday. For instance, if thecardis
issuedinMay, June, or July, the beneficiaries insurance coveragewill beginthe
very next day and expireon April 30 of thefollowing year.

Theinsurer or oneof the TPAslisted in theschedulewill settleinsuranceclaims.
Asmuch aspossble, the settlement will behandled cashlessthrough the hospitals
onthelist.
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4.4 PRADHAN MANTRI SURAKSHA BIMA YOJANA Health Insurance

An accident insurance plan called Pradhan Mantri SurakshaBimaYojana(PMSBY)
providesaone-year accidental death and disability protection that can be renewed
annually. Thisschemewaslaunchedin May 2015.

For those who have a bank account and are between the ages of 18 and 70, this
schemeisavailable. Theaccount holder must consent to enrol in or alow auto-debit Notes
on or beforeMay 31 for the coverage period of June 1 through May 31 on an annual

basis.

Everyone can participatein this programmewith just one savingsaccount. Hewon't

receiveany additiona benefitsif heenrolsin morethan one bank, and any additional
premiumspaid will beforfeited.

Theprimary KY C for the bank account would beAadhar.

DEPARTHENT OF .‘ﬁl
.'-\.z Surakshs Bima Yojama
FIMAMCLIAL BERWICES | oo -U.' LY

Premiumnm of

PMSBY &5

Pradhan Mantri st e e
Suraksha Bima Yojna

Accidental insurance

Achievements and -:Iif,:lt-il_iw COVEr

dividuals
untﬂ[ﬂ“iﬂﬂ A |-:.-__|;:,.|

- 18 ta 70 years
Cumulative enrolment 4

30.92 crore % 2 lakh

Cumulative no. of claims disbursed

1,06,238

fer

< 2,109 crore ool
T ,__:.0 O o@' Renewable annually

Figure4.1: Pradhan Mantri SurakshaBimaYojna
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For accidental death and total disability, therisk coverage under the planisRs. 2
lakhs, and for partia disability, itisRs. 1 lakh.

# | Risk Sum Insured

I. | Accidental Desth Rs.2Lakh

I1. | Full Disability: Tota andirrecoverablelossof botheyesor Rs.2Lakh
lossof use of both handsor feet or loss of sight of oneeye
and loss of use of one hand or onefoot

[11.| Partid Disability: Total andirrecoverablelossof sightof one | Rs.1Lakh
eyeor loss of use of one hand or onefoot

Note: Thetotal amount that can be claimed under thepolicy isINR 2 1akh only

Table4.3: Sum Insured under PMSBY

Theaccount holder’sbank account will be debited in oneinstallment for the annual
premiumof Rs. 20 using the* auto-debit” feature. Previoudy thepremiumfor PMSBY
wasRs 12 only for Rs2 lakh suminsured.

Public Sector Generd Insurance Companies, or any other General Insurance Company
prepared to offer the product on similar termswith necessary approvalsandtie up
with banksfor this purpose.

Therearecertain exclusonsinthispolicy. Mg or Exclusionswill include I ntentional
sf-injury, suicideor attempted suicidewhilst under theinfluence of intoxication liquor
or drugs, any lossarising from an act madein breach of law with or without criminal
intent.”

Asper one of thereportsnearly 30.92 crore peopl e had enrolled under PMSBY as
on November, 2022.

4.5 PRADHAN MANTRI JAN DHAN YOJANA

The Pradhan Mantri Jan Dhan Yojana(PMJDY ), whichwasannounced onAugust 15
andlaunched onAugust 28, isoneof thelargest financiad inclusion effortsintheworld.
Thegod of the Pradhan Mantri Jan DhanYojana(PMJDY ), anationa initiativefor
financial inclusion, isto guaranteethat everyone has affordabl e accessto financial
services such banking, savingsand deposit accounts, remittance, credit, insurance,
and pensions.
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Thisscheme has set aworld record by opening 18,096,130 A ccounts during aweek Health Insurance
aspart of the Financial Inclusion Campaign.48.56 Crore beneficiarieswere banked

till 2022. Rs.195,474.54 Crore Balance wasrecorded in beneficiary accounts. 6.55

lakh Bank Mitraswere delivering branchlessbanking servicesin Sub-ServiceAreas.

Themainfeaturesof PMJIDY areasfollows:

1. Account can beopenedinany bank branch or Business Correspondent (Bank
Mitr) outlet. Notes

2. Joint account can be opened.

3. Nominimum baancerequired, i.e. Accountscreated with PMJDY are created
withazero baance. Nonethe ess, theaccount holder must meet minimum balance
requirementsin order to receive achequebook.

4.  Document required for opening an account under Pradhan Mantri Jan-Dhan
Yojana: An account can be opened by presenting an officially valid document.

a) thepassport,

b) thedrivinglicence,

c) thePermanent Account Number (PAN) Card,

d) theVoter’sldentity Cardissued by Election Commission of India,

€) job card issued by NREGA duly signed by an officer of the State
Government,

f) theletterissued by the Uniqueldentification Authority of Indiacontaining
details of name, address and Aadhaar number, or

g any other document asnotified by the Central Government in consultation
withtheRegulator

5. Interest ondeposit.
6.  Accidental insurancecover of Rs. 21akhs

7.  The scheme provides life cover of Rs. 30,000/- payable on death of the
beneficiary, subject to fulfilment of thedigibility condition.

8.  Easy Transfer of money acrossindia

9.  Direct Benefit Transfer will be madeto government scheme beneficiariesin
these accounts.
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10. Anoverdraft facility will be allowed once the account has been operating
satisfactorily for sx months.

11. AccesstoPension, insurance products.

12.  TheClaimunder Persona Accidentd Insuranceunder PMJDY shall bepayable
if the Rupay Card holder have performed minimum one successful financia or
non-financia customer induced transaction at any Bank Branch, Bank Mitra,
ATM, POS, E-COM etc. Channel both Intraand Inter-bank i.e. on-us (Bank
Customer/rupay card holder transacting at same Bank channels) and of f-us
(Bank Customer/Rupay card holder transacting at other Bank Channels) within
90 days prior to date of accident including accident datewill beincluded as
eligibletransactionsunder the Rupay Insurance Program 2019-2020.

13. Oneaccount per home, primarily thelady of the house, may have an overdraft
of upto Rs. 10,000.

Banks have been permitted to engage individuals / entities as Business
Correspondent(Bank Mitra) like (i) Retired Bank Employees(ii) Retired Teachers

(iii) Retired Govt.Employees(iv) Ex-Servicemen (v) Individual ownersof Kirana/
medical/ fair price shops, individual Public Call Office (PCO) operators, Agents of
Small Savings Scheme of Government of India/ Insurance Companies, ‘for profit’
companiesregistered under the Indian CompaniesAct. Since 24.06.2014, RBI has
permitted Non-Deposit taking NBFCsas BCsin addition to above.

4.6 PRADHAN MANTRI JAN AROGYA YOJANA

The Pradhan Mantri JanArogyaYojana(PMJAY), a so known astheNational Hedlth
Protection Scheme or Ayushman Bharat Yojana, isan I ndian government-sponsored
programmethat wasintroduced in 2018 aspart of theAyushman Bharat Mission. This
programmewas designed to lessen thefinancial burden placed on economically wesker
and disadvantaged groupsasaresult of unfortunate hospital episodesand to guarantee
their accessto high-quality medical care. Inorder to achieve Universa Hedlth Coverage
(UHC) and Sustainable Development God 3 (SDG3), PMJAY aimsto hasten India's
development.

Thefollowing arethemain advantages of PM-JAY at thebeneficiary leve:

1. Underthisscheme, hedlthinsurance cover of upto Rs. 5,00,000 per family per
year isprovided by the Government.

2. Over 10.74 crore low-income and vulnerable families (roughly 50 crore
beneficiaries) are covered nationwide.
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3. Allfamilieslisted inthe SECC database (Socio-Economic Caste Census) as

Module- 4

Health Insurance

per defined criteriawill be covered. Thereisno capping onfamily sizeand age

of members.

4.  Inthisprogramme, women, senior citizens, and young girlsaregiven priority.

5. Intimesof necessity, al public and accredited private hospital soffer freecare.

6.  Paysfor hospitalisation for secondary andtertiary care.

Notes

7.  Therearel,350 medical packagesthat include surgery, prescription medication,
day careprocedures and diagnostic tests.

8.  Coveragefor all pre-existing disorders. Hospitalsare unableto refuse care.

9.  Accesstohigh-quality healthcare serviceswith cashlessand paperl essfacility.

10. Noextraamount will becharged by hospital for themedical treatment fromthe

bendficiaries.

11. Servicesareavailableto dligiblebeneficiariesthroughout India, providing the
advantage of national portability. can call the 14555 24-hour helpline for
information, support, complaints, and grievances.
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. INTEXT QUESTIONS 4.2

1

RashtriyaSwasthyaBimaYojana(RSBY') covershospitdization expensesup to

8 Rs.5,000
b) Rs.15,000
¢ Rs.30,000
d) Rs.50,000

Which of thefollowing coversare offered under Pradhan Mantri SurakshaBima
Yojana(PMSBY)?

a Accidenta death cover

b) Accidenta disability cover

c) Accidenta death and disability cover
d) Noneof theabove

Aspart of the Pradhan Mantri SurakshaBimaYojana(PMSBY ), which of the
following document would serve asthe primary K'Y C for the bank account?

a Aadhar

b) DrivingLicense
c) Passport

d) PanCard

Therisk coverage under Pradhan Mantri SurakshaBimaYojana(PMSBY)) for
accidentd death and full disability is

a Rs.50,000

b) Rs.1lakh

¢) Rs.2lakh

d) Rs.5lakh

The Pradhan Mantri SurakshaBimaYojana's(PMSBY) Annua Premiumis

8 Rs 12
b) Rs.30
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¢ Rs. 120
d) Rs.300

The Pradhan Mantri Jan Dhan Yojanaallowsfor the opening of accountswith
which of thefollowing document?

a) Passport

b) Drivinglicense

¢) Permanent Account Number (PAN) Card
d) all of theabove

Under Pradhan Mantri Jan ArogyaYojana (PM-JAY ),government provides
health insurance cover to each family per year upto

8 Rs. 30,000
b) Rs.50,000
¢ Rs.1,00,000

d) Rs.5,00,000

6-

WHAT YOU HAVE LEARNT

The health sector isone of thelargest and fasting growing sectorsin Indiabut also
facesimmense challenges. A large section of the peoplein our country must pay for
their medical care and hospital bills because they are not protected by any type of
health insurance. More peoplefall below the poverty lineasaresult of borrowing
money, selling assets, and using their income and savingsto pay for hedthcare. Severa
programmes, including the RashtriyaSwasthyaBimaYojana, Pradhan Mantri Suraksha
BimaYojana, Pradhan Mantri Jan Dhan Yojana, and Pradhan Mantri Jan Arogya
Yojana, have beenintroduced by the Indian government. The purpose of these schemes
isto provide Health protection or insurance for economically weaker sections.

'lPlll»

)

'.

L

TERMINAL QUESTIONS

=

N

Writeanoteon Micro Insurance and Hedlth Insurance for economically wesker
sectionsinindia

Explainthefeaturesof ‘ JanArogyaBimaPolicy’ and‘ Universal Hedth Insurance
Scheme (UHIS)'.

Module- 4

Health Insurance

Notes

Diploma in Insurance Services



Module- 4

Health Insurance

Notes

MICRO INSURANCE AND HEALTH INSURANCE FOR ECONOMICALLY WEAKER SECTIONS

3. Writeadetailed note on RashtriyaSwasthyaBimaYojana(RSBY).
4.  Explainthefeaturesof Pradhan Mantri SurakshaBimaYojana(PMSBY).
5 Highlight the achievements of Pradhan Mantri Jan Dhan Yojana(PMJDY).

6.  Writeadetailed note onAyushman Bharat Yojanaor Pradhan Mantri JanArogya
Yojana(PM-JAY).

‘E ANSWERS TO INTEXT QUESTIONS

4.1
1. @ 1lyear
2. (¢ 15days
3. (¢ BothIndividudsand Group
4. (c) Rs.30,000
4.2
1. (© Rs.30,000
2. (c) Accidental death and disability cover
3. (@ Aadhar
4. () Rs.2lakh
5. (@ Rs.20
6. (d) aloftheabove
7. (d) Rs.5,00,000

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplainthekey featuresof the schemeslaunched by the government, mainly
Rashtriya Swasthya Bima Yojana; Pradhan Mantri Suraksha Bima
Yojana;Pradhan Mantri Jan Dhan Yojana; and Pradhan Mantri Jan Arogya
Yojana.
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DIFFERENT HEALTH INSURANCE [ Notes

POLICIESAND KEY TERMSOF
HEALTH POLICIES

5.0 INTRODUCTION

Duetoincreasing lifeexpectancy intheworld, importance of long term careinsurance
and hedthinsuranceisincreas ng with an ageing population. You can buy hedthinsurance
which may provide support infulfilling your specific health rel ated needs. Thereare
different typesof hedthinsurancepolicieslikelong term careinsurance, combi-products,
package policy, Personal Accident Insurance, Critical illnesscover, travel policiesor
overseas health and accident policies, etc. which are available. Thischapter will help
youinlearning about thesepolicies.

5.1 OBJECTIVES

After reading thislesson, youwill beableto:

Describethe need of long term careinsurance
Explainthefeatures of Combi-productsand package policies
Explainthefeaturesof Personal Accident and disability cover

Explain the need of Group Personal A ccident and Overseas|nsurance

5.2 LONG TERM CARE INSURANCE

The population of aged peopleisincreasing dueto increasing life expectancy inthe
world. Importance of long term careinsuranceisincreasing with an ageing popul ation.
Thesenior citizensand peoplewith disability requirelong term careinsurance.
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Long-term careisany type of ongoing persona or nursing care provided to someone
whose health isnot expected to improvein the near futureand who isunableto care
for themselveswithout somelevel of assistance.

Thefollowing arethetwo different kindsof long-term careplans:

a Prefunded plansthat healthy insured peopleacquireto cover their prospective
medical costsand

b)  Plansfor immediate need, which are purchased with alump sum of money
when theinsured needslong-term care.

Theextent of thedisability (aswell asthe expected survival period) determinesthe
benefit amount. Inthe Indian market, long-term care goods have not yet been created.

5.3 BHAVISHYAAROGYAPOLICY

Four PSU generd insurersintroduced thefirst pre-funded insuranceplanin Indiawith
the BhavishyaArogyapolicy. Thispolicy wasintroduced in 1990. In thisplan the
policy holder paysthe premiumin hisproductivelifeand iscovered for hedlth care
needsafter hisretirement. Thisplanissimilar toalifeinsurance policy, but instead of
covering death codts, it coversfuture medical bills.

a) Deferred mediclaim

Theagerangefor proposersis25to 55 yearsold. Thisisdeferred plan where
policy holder medical expensesare covered after specified tieperiod.

b) Retirement age

Theretirement age specified in aninsurance policy scheduleand chosen by the
policyholder when the policy was purchased. This age cannot be advanced.
Theretirement age opted by insured can be between 55-60 years. There should
be aminimum of 4 yearsbetween the date of joining and the chosen retirement

age.
c) Preretirement period

Thetime period between date of proposal acceptance and policy retirement
age specifiedinpolicy schedule. Asper thetermsand conditionsof thepalicy,
the policy holder would be paying theinsurance premium or single premium
during thistime period. The premium might be paidin onego or ininstallments
by the policyholder.
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d  Withdrawal

Theinsurance company will repay theinsurance premium aslong astherewere
no claims made under the policy inthe event that apolicy holder choosesto
withdraw from the policy, or he passed away beforetheretirement age or after
theretirement age selected. If arenewa isdelayed for avalid reason, agrace
period of seven daysisgranted for premium payment.

e) Assgnment
Provisonof assgnmentisgiveninthispalicy.
f)  Exclusions

Becauseit isafuture Mediclaim policy, this coverage does not include any
exclusionsfor pre-existing conditions, a30-day waiting period, or first-year
exclusonsfor select specific diseases.

g) Groupinsurancevariant

Thispolicy can begiveninform of group cover and group discount facility is
dsoavalable.

5.4 COMBI-PRODUCTS

Productsfor lifeinsurance can occasionally be coupled with thosefor hedthinsurance.
By collaborating and coming to an agreement, two insurers can effectively promote
more goodsin apackaged manner. With agreater selection of productsavailableto
policyholders, the product classisexpected to increase the penetration of the persona
linesinsurancebusiness.

Hence, "Health plus Life Combi Products’ refersto productsthat combinealife
insurance policy provided by alifeinsurer with ahealth insurance policy provided by
anon-lifeand/or stand-a one hedlthinsurance provider. For the purposesof thisproduct
category, "healthinsurance” refersto the execution of contractsthat solely provide
sicknesshenefitsor medical, surgical, or hospital expense benefits, whether in-patient
or out-patient, on anindemnity or reimbursement basis.

The proposed product innovation isexpected to makeit easier for policy holdersto
select anintegrated product of their choice under asingleroof rather than searching
themarket for two different insurance coveragesfromtwo different insurersasinsurers
leveragethe marketing and operational network of their partner-insurers. Asaresult,
it isexpected of theinsurance companiesto providethe attractive coverage asan
dluring offer totheinsured.
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Thetwo insurance companies collaborate on the product design, and both insurance
companies distribution networksare used to promote the products. Thisobvioudy
requiresapartnership between two busi nesses, and according to present regul ations,
such apartnershipisonly alowed between onelifeinsurer and onenon-lifeinsurer at
any given moment. For theway of marketing, policy servicing, and sharing of common
expenseswill be carried out, aswell asfor policy servicing criteriaand premium
transmission, these organi sationsmust haveaMemorandum of Understanding in place.
Each oneof theinsurersmay request IRDAI'sapproval for thealliance. The contract
should belong-term, and only exceptiona conditionsthat are acceptableto theIRDAI
will alow for abreak from thetie-up. Commission and Claim payoutsin respect of
'‘Combi Products shall be by respectiveinsurersonly.

It may be mutually agreed upon for one of theinsurance companiesto serveasthe
lead insurer and play acrucia partinfacilitating the policy service by servingasa
contact point for providing different services as necessary for combi products.
Underwriting and insurance service may be greatly facilitated by thelead insurer.
Depending on which part of the insurance isimpacted, the respective insurance
companiesarein charge of handling the claimsand commission payments.

The"Combi Product” file must adhereto the current, individually cleared Fileand
Usagecriteria. Both before and after the sale, aswell asin all documentssuch asthe
policy document and salesliterature, the policyholders must be made aware of the
premium componentsfor each risk separately.

Theinsurance policy may beissued onagroup or individual insurance policy basis.
However, with regard to health insurancefloater policies, pureterm lifeinsurance
coverageispermitted onthelife of oneof thefamily memberswhoisemployed and
whoisasothehedth policy proposer, provided that they meet theinsurers underwriting
requirementsfor insurableinterest and other relevant factors.

Theinsured has accessto the Free L ook option, whichisto be used to the " Combi
Product” asawhole. However, theheal thinsurance component of the Combi Product™
will berenewabl eat the policyhol der'sdiscretion from therel evant Genera/Standa one
Health Insurance Company.

Combi Products may be marketed directly, through brokers, and through composite
individual and corporate agents shared by both insurers, but not through bank referral
programmes. They cannot be, however, intermediaries who are not permitted to
advertiseeither of theinsurers products.
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In particular, featureslike theinvolvement of two insurers, thefact that eachrisk is
unique, whowill handleclaims, issuesrel ating to therenewability of both or just one of
the coversat theinsured'sdiscretion, servicing facilities, etc., must be specifically
disclosedinthe proposal and salesliterature.

Thel T system that supportsthiscompany needsto bereiableand efficient becauseit
involves extensive dataintegration between the two insurance companies and data
creationfor IRDAI asneeded.

5.5 PACKAGE POLICIES

"A package policy isaninsurance product that includes coverage for morethan one
typeof insurance’.

Under package policy acombination of insurance covers can betakeninasingle

policy.

For example- Various physical assetslike building, contents etc are covered under
singleinsurance policy like shopkeeper's palicy, office package policy, householder's
policy etc. Themost typical Package Policy combinesliability coverage, such as
premisesliability or product liability, with property coverage, such asfor buildingsor
businesscontents.

Critical illness coversor personal accident or hospital cash can be combined with
Mediclaim policy aspackagepolicies.

A package policy that covershealthinsurance, accidental death or disability benefits,
lost or delayed checked baggage, ost passport and documentation, third-party ligbility
for property/persona damages, and trip cancellationisknown asan overseasmediclam

policy or travel policy.

. INTEXT QUESTIONS 5.1

1.  Theproposer canjointhe BhavishyaArogyapolicy any timebetweentheage
of

a 25and55years
b) 25and50years
c) 25and60years

d) Noneof theabove
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2. Aproductcaled combineslifeinsuranceand hedlthinsurance
into one package.

a) Persond Accident and Disability Cover
b) Family package cover

¢) HedthplusLifeCombi Product

d) BhavishyaArogyapolicy

3. Combi products marketing shall not be donethrough

a) Direct marketing channds

b) Brokersand CompositeIndividual and Corporate Agentscommon to both
insurers

c) Bankreferrd arrangements

d) All of theabove

5.6 PERSONAL ACCIDENT AND DISABILITY COVER

Definition of accident is" Anunexpected and undesirableevent, especidly oneresulting
indamageor harm”.

Aswe know, accidents are unexpected and can happen at any time. Getting personal
accident coverageisthe only way we can effectively plan for accidents.

Personal accident insuranceisabenefit policy that paysbenefitsin the event that the
policyholder passes away or becomes disabled due to an unforeseeabl e accident.
Thismeansthat in the event of an accident, theinsured will receive a set amount of
compensation. Together with accident compensation, personal accident policies
frequently offer somekind of medical insurance coverage.

Inapersona accident policy, the policyholder isentitled to aclaim payment equal to
100% of theamount insured in the event of death. In the case of permanent disability
for temporary disablement the benefit variesfrom aspecific percentage of suminsured
toweekly compensation. Theterm "weekly compensation” refersto the payment of a
defined amount for each week of disability, up to amaximum number of weeksfor
which the compensation would be payable.
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Basic Coverage

Thepolicy basicaly covers'Death’ and 'Disablement’ resulting solely and directly from
bodily injuriessustained in an accident, caused by externa violent and visiblemeans.

Important Terminologies

a)

b)

d)

Bodily injury

i.  Thisdefinition eliminatess cknessfrom natural causes, yet diseasedirectly
brought on by an accidentis<till considered bodily injury. (unlessspecificaly
excluded by thepalicy).

ii. Thedefinitionof bodily injury excludesmental shock, fright, or grief unless
they resultinaphysica illnessor injury, but therecent trend istoinclude
any disablement put on by shock.

Solely and directly

i.  Thisterm hastheeffect of requiring that the physical harm wasbrought on
exclusvely andimmediately by accident.

ii. Additionaly, thephysical harm must cause death or disability directly and
independently of any other cause.

An accident is an occurrence that is totally unanticipated, unintended, or
contrived. It excludesthetota impact of anumber of minor incidents Additiondly,
the physical harm must cause death or disability directly and independently of
any other cause.

Included are specific voluntary activitiesthat cause physical harm whenthe
insured'sact isthe outcome of aseriesof incidentsthat started with an accident.

External, violent and visiblemeans

Accident resultsmay not be external, but the meansthat caused the accident
must bewithin the scope of thedefinitionasawhole. Injury, for instance, could
occur internaly (insidethe body). However, the outcome must meet the policy's
requirementsfor death or disability.

In other words, aslong as there is bodily injury, the means or cause of the
accident must fall under the definition, but the consequence or effect need not
bevisbleor externd.

Module- 4

Health Insurance

Notes

Diploma in Insurance Services



Module- 4

Health Insurance

Notes

DIFFERENT HEALTH INSURANCE POLICIESAND KEY TERMSOFHEALTH POLICIES

€)

Disablement

A personiscong dered to bedisabled and hisinability to attend to any occupation
or businessisreferred to asdisablement if an unintentiona bodily harm prevents
himfrom engaging inany occupation or business.

Thephysicd inability of the person to attend to hisor her occupation or business,
not hisor her earning capacity, iswhat isbeing discussed here. It should be
noted that even while there might not be any loss of earning capability, the
insurancedtill dlowsfor thepossibility of disability.

Death may bethedirect outcome of an accident evenif it causesadiseaseto
developfirst, meaning that therewasnointerruptioninthelineof causality.

The compensation payableis asdecided during theinception of thepolicy for
the specified contingenciesthat are:

® Deah
Permanent total disablement
Permanent partia disablement

Temporary total disablement

Medica expensesresulting from accident arereimbursed onan actud basis,
if covered asan extension.

Typesof disability covered- Thedifferenttypesof disability covered areas
folows

Permanent Total Disability (PTD): Theterm " Permanent Total Disability"
(PTD) refersto aconditionthat iscompletely andirreversibly incapacitating,
preventing the covered individual from engagingin any typeof gainful activity.
For instance, having al four of your limbsparal ysed.

What constitutestotal disablement?
Thefollowing are considered to bethe same astotal permanent disability-
i. Lossof sight of botheyes

ii. Theactual losshy physica separation of thetwo entire handsor two entire
feet or one entire hand and one entirefoot

iii. Lossof sight of oneeyeand suchlossof oneentirehand/ foot

Open Vocational Educational Programme



DIFFERENT HEALTH INSURANCE POLICIESAND KEY TERMSOFHEALTH POLICIES

Permanent Partial Disability (PPD): A lifelong partial disability isreferredto
asaPermanent Partia Disability (PPD). With theexception of thefact that the
disablement isjust partial not total, this is comparable to permanent total
disablement. For instance, losing afinger or toe.

Thepolicy usesatableto display the applicable percentage of compensation
for specificlosses. It will be necessary to pay the appropriate percentage of the
insured amount. For PPD that isn't listed in the table, adoctor's evaluation
would serveasthebasis.

For ingtance, thetabl e statesthat the compensationfor losing alittlefinger is4%
of thesuminsured, losing four fingersis 35%, losing the ability to hear in both
earsis 75%, and soforth.

Temporary Total Disability (TTD): Thisistheterm used for total disabled
person for temporary period of time. For aspecific period of time, theinsured
individua istemporarily restricted from engaging in any occupation or business.
Thelossof incomeiscovered under thissection during disability period. Normaly,
thepolicy providesfor weekly compensationfor TTD, for amaximum number
of weeks specified.

Example

For better comprehens on, asampl etable of benefitsis provided bel ow, indicating the
amounts of compensation payabl e upon the occurrence of varioussituations. Itis
estimated that the policy'ssuminsuredisRs. 800000.

Only for example purposes has this sum been chosen. The proposer may select any
suminsured provided thet itisreasonableinrdaionto hisincomefrom gainful occupation
and that theinsurance company agreesto insure himfor thisamount.

No. | Contingency Amount of Benefit payableunder Policy
1 | Death Rs. 8,00,000 (i.e. 100% of capital suminsured)
2 | Lossof twolimbsor botheyes | Rs. 8,00,000 (i.e. 100% of capital sum

or onelimb and oneeye. insured)
3 | Lossof onelimbor oneeye Rs. 400,000 (i.e. 50% of capital suminsured)
4 | Permanent total disablement 100% of capital suminsured

otherthan theabove
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Permanent partid dissblement | Percentageasshowninthetableinthepolicy.

6 | Temporary Tota disablement | Weekly payment at 1% of the capital sum
insured subject to amaximum of 104 weeks.
Theamount of weekly payment isrestricted
to an amount decided by each insurer,
whatever bethe capital suminsured. E.g. Rs
3000 per week or Rs5000 per week. This
limit appliestodl policiesheld by theinsured

Thebenefits(1-5) above arereferred to as capital benefits, and benefit (6) asweekly
benefit.

Note:
I. The benefits mentioned above can vary from oneinsurer to another

ii.  Insurancepolicy may beissued ontherequest of insurance company or on
underwriting cons deration covering al the above benefitsor the benefits (1) to
(5),0r (1) to(3) oronly (1) etc.

ii.  Theinsurancecompaniescan makether productswith different combinationas
mentioned above.

Sum insured

Personal accident policy suminsured depends upon the gross monthly income of
policy holder. Generally sum insured is 60 times of gross monthly income. Some
insurance companies can consider other factorsalso. The premium of the PA policy
depends upon occupation and income of the policy holder. If the occupation is
hazardousthe underwriter may enhancethe premiuminfor of loading or may deny the
proposal.

Whileproviding insuranceto thosewho arencot in ajob, such ashousewives, students,
etc., theinsurance company will ensurethat only capital benefitsare covered and that
no weekly compensationisgiven.

Benefit plan

The principleof contributionisnot appliedin persona accident policy. Anindividua
who hasmultiple PApalicieswith variousinsurancecompanieswill receivedamamount
fromall insurance companiesinthe event of accidenta death, PTD, or PPD.
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Valueadded benefits

Severd insurerspay value-added benefitsincluding hospital cashin caseof accidental
hospitalisation, mortal remains transportation expenses, education benefits, and
ambulance charges based on actud or fixed limits, whichever islower.

Exclusions

Common exclusionsunder PA cover areasfollows:

a Intentiond sdf-injury, suicideor attempted suicide
b)  Undertheinfluenceof intoxicatingliquor or drugs

C)  engaginginaviationor ballooning when getting into, getting out of , or travelling
inaballoon or an aircraft other than asapassenger (for afee or otherwise) in
any conventiona typeof aircraft that hasbeen properly licensed andisoperating
anywhereintheworld.

d) Death or disability dueto mental disorders, any venereal diseases, sexually
transmitted diseases, AIDSor insanity.

€  reultingfromorresultingfromany intentiond crimind law violaion by theinsured.
f)  Warandkindred peril and nuclear risks

0  Reaultingdirectly orindirectly from child birthor pregnancy h).  Directly or
indirectly caused by venered diseasesor insanity

i) Any exigting disability prior to theinception of policy

i) Whilethepolicy holder isserving in any arm of the armed forces, in times of
peace or war, or whileengagingin professiona sportscompetition or training.

Someinsurer excludesalossarising fromdriving avehiclewithout adriving license
(DL) under PA cover.

Individuas, families, and groupscan all receive personal accident insurancepolicy.
Family package cover
Thismay begiveninthefollowing manner:

a) Earningmember (Personsinsured) and Spouse, if ear ning: Independent
suminsured coveragefor each, asdesired, subject to the samerestrictionsasin
individual
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b)  Spouse(if not an ear ningmember): The non-earning spouseisentitledto
get 50% of the sum insured subject to the specified maximum suminsured. For
example- Rsonelakhsto Rsthreelakhs.

c¢) Children (between the age of 5 years and 25 years): The children are
entitled to 25% of suminsured of earning parent subject to specified maximum
limit. For example- Rs50000 per child.

Notes:

I. Thecoverageisonly availablefor death and total or partial permanent disability
for children and the non-earning spouse, though the Table of Benefitsmay be
taken into account depending on the policies of the specific company. Some
businesses permit unlearning spousesto receive TTD coverage uptoacertain
amount aswell.

ii.  Generally,a5% reductionisgivenonthegrosspremium.

5.7 GROUP PERSONAL ACCIDENT POLICIES

Becausefirmsrecognizethevaueof providing welfare benefitsto their employees,
group insurance policies have grown in popul arity. Associations, clubs, and other
organisationsthat find it administratively convenient to set up agroup policy to cover
their members may al so usethese plans. Inagroup policy, "insured"” refersto the
employer, association, group leader, etc., while"insured persons’ referstothosewho
will benefit fromtheinsurance.

A common relationshi p between theinsured partiesand ades gnated administrator of
theinsurance plan are prerequisitesfor agroup insurance policy.

Usually, group Personal Accident (PA) policiesareissued for oneyear durationand
renewal isdone on anniversary. However, the group personal accident policiesmay
beissued for lessthan oneyear duration asoto cover any specific event by genera or
standal one healthinsurance companies.

A group discount on premiumsisoffered by theinsurer if there are more than 100
insured individualsin the group. The group policy may beissued to agroup of 25
people also with no discount in premium.
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5.7.1 Following are different types of group policies

Employer and Employeerelationship

Theseinsurance policiesare provided to organi sations, businesses, etc. to cover:
® Namedemployees

®  Unnamedemployees

Non Employer-Employeerelationship

These policiesaregranted to associations, societies, clubs, etc. to cover:

® Named members

® Membersnotidentified by name

(Note: Employees may be covered separately)

Broken bonepolicy and compensation for lossof daily activities
Thisparticular PApolicy ismadeto offer protection againg certain mentioned fractures.

I. At clamtime, fixed specified benefit or percentage of suminsuredispaidto
insured as per the fractured bone.

ii.  Theamount of benefit dependson thetype of covered bone and the type of
fracturethat occurred.

ii.  Tofurther explain, acompound fracturewould fetch more claim amount thana
simplefracture. The percentage of benefit for thigh bone (femur bone) would
have higher percentage over benefit of finger bone.

iv.  Inorderfortheinsuredto cover thecogtsinvolvedinmaintaining hisor her life,
theinsurancea soincludesafixed benefit that isdefined inthe policy for loss of
everyday activitiessuch asedting, going tothetoilet, dressing, continence (ability
tohold urineor stoals).

V.  Itasoincludesbenefitsfor hospital cash and accidenta deathinsurance. There
aremany insurance planswith variousinsured amounts and benefit payouts.

5.8 OVERSEAS TRAVEL INSURANCE
Need for thepolicy

An Indian citizen who travels abroad for business, vacation, or academic
purposesfacesthepossibility of beingill, having an accident, or getting hurt.
Themedica expensesin countrieslike USA and Canadaarevery high. If someone
visiting these nations got sick or had an accident, hewill beinmagjor financial
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problemsdueto highmedica costs. Theoverseastravel insurancepoliciesare
availableto cover these unfortunate events.

Scope of coverage

Thecoversoffered are:

i.  Accidental desth/ disability

ii. Medica expensesduetoillness/ accident

iii. Lossof checkedinbaggage

iv. Deayinarriva of checkedinbaggage

V. Lossof passport and documents

vi. Third party liability for property / persona damages
vii. Cancdllation of trips

viii. Hijack cover

Typesof plans: TheBusnessand Holiday Plans, Sudy Plans, and Employment
Plansarethemost prominent travel policies.

Trave Plan offered by : These policiesareoffered by general and standalone
hedlthinsurers. It can beavailableasindividual cover or inform of rider (add-
on benefit)with hedthinsurance policy. The premiumfor rider benefit should be
approved by IRDAI under filesand use procedure.

Who can takethepolicy?: Thisinsurancepolicy isavailableto Indian citizens
travelling abroad on business, vacation, or for academic purposes. Indian
employerswho send their workersabroad on assignments may al o be covered.

Suminsured and premiums. Theamount of the cover, whichisgiveninUS
dollars, often rangesfrom $100,000 to $500,000. The primary component of
the section dealswith medical bills, evacuation, and repatriation. With the
exception of theliability cover, other partshave alower Sum Insured. Except
for the employment plan, where premiums must be paid indollars, premiums
canbepaidinIndian rupees. The plansareusualy of two types:

® World-wideexcluding USA / Canada
® World-wideincluding USA / Canada

Some products providefor cover inAsian Countriesonly, Schengen Countriesonly
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7.

Corporatefrequent traveler splans. Thistype of annual policy istaken by
the employers/corporatefor their employeesasindividual cover who travels
abroad very frequently. Thispolicy can also betaken by the personswho travel
abroad many timesin ayear. The policy hasparticular restrictions, such asa
cap onthenumber of visitsper year and the maximum number of daysfor each
trip.Anannua declaration policy, inwhich an advance premiumispaid according
to theanticipated number of travel daysmade by acompany'semployeeseach
year, isatypeof insurancethat isbecoming moreand more popular nowaday’s.

Weekly or biweekly reportson employeetravel daysare made, andthepremium
isdeducted from the advance. Thereisaso aprovisionfor anincreaseinthe
number of man dayswhiletheinsuranceisin effect becauseit runsout upon
payment of an extraadvance premium. Only businessand vacation tripsare
permitted under the aforementioned policies.

TheoverseasMediclaim coveragefrequently excludes pre-existing conditions.
Thosewho already have medical conditionsarenot eligiblefor thispolicy for
taking medical treatment abroad.

Hedlth-related claims made under these plansare completely cashless because
eachinsurer hasapartnershipwithagloba serviceprovider that servicespolicies
abroad and hasanetwork in many nations.

. INTEXT QUESTIONS 5.2

1

Which of thefollowingiscoveredin caseof anunforeseen accident, if aninsured
hastaken aPersonal accident insurance?

a) Death of theinsured person

b) Disablement totheinsured persons

c) Bothaandb

d) Noneof theabove

Which of thefollowing are covered in the Overseas Travel Insurance?
a Cancdlationof trips

b) Third party liability for property / persona damages

C) Lossof passport and documents

d) All of theabove
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3.

6)

Which of thefollowing changes needsto be notified to theinsurer in case of
persona accident policies.

a Changesinsdary

b) Changeinoccupation

c) Changesinmaritd status
d) Noneof theabove

Which of thefollowing groupsisnot digiblefor coverage under group persona
accident policies?

a Employeesof anorganisation
b) Membersof aclub/association
c) Groupof unrdatedindividuds
d) Noneof theabove

Raj hastwo personal accident insurance policieswith asum insured of Rs
5,00,000 and Rs 3,00,000 each. Hediesin an accident. What isthe amount he
iseligibletoreceive?

a) Rs8§, 00,000

b) Rs5, 00, 000

c) Rs3,00,000

d) Rs2, 00,000

Aninsuranceplancalled includes cover for multipleinsurancetypes.
a) Packagepolicy

b) Doubleinsurance

c) Coinsurance

d) Noneof theabove

Thetypesof travel insuranceplanis/are

a BusnessandvacationPlans b) Academicpurpose

) EmploymentPlans d) Allof theabove
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©-| WHAT YOU HAVE LEARNT

Duetoincreasing lifeexpectancy intheworld, importance of long-term careinsurance
isincreasing with an ageing population. Therearetwo typesof long-term careplans,

i.e. Pre-funded plansand Immediate need plans. BhavishyaArogyaPolicy wasfirst
pre- funded insurance plan in Indiamarketed by four PSU general insurers. Inthis
plan the policyholder paysthe premiuminhisproductivelifeandiscovered for hedth
careneeds after hisretirement.

Combi- productsarethe productswherethelifeinsurance can occasionaly be coupled
with thosefor health insurance. By collaborating and coming to an agreement, two
insurers can effectively promote more goodsin apackaged manner.

A package policy isaninsurance product that includes coverage for morethan one
type of insurance. Under package policy acombination of insurance coverscan be
takeninasinglepalicy. Critical illnesscoversor persona accident or hospital cash can
be combined with Mediclaim policy aspackagepolicies.

Persond accident insurance coverstheinsured person'sdeath or disablinginjury resulting
from an unexpected accident. While the death benefit under aPA policy ispayment of
100% of theinsured amount, in the event of disability, compensation canrangefroma
fixed percentageof theinsured amount to weekly compensation for temporary disability
inthe case of permanent disability with certain exclusions. Becausefirmsrecognisethe
vaueof providing welfare benefitsto their employees, group insurance policieshave
growninpopularity.

If apersontravelling to these nationswereto suffer an unexpected accident or illness,
themedical care expensesparticularly in nationslikethe USA and Canada, isvery
high and could resultin seriousfinancia troubles. Therearetravel insurancepolicies
and overseas hedlth and accident coverage avail ableto safeguard against such terrible
Occurrences.

ml!lll»

TERMINAL QUESTIONS

o)

=

Explain the need of Long Term Care Insurance. Also explain thetypesof long
term careplans.

N

What arethefeatures of Combi-Products? When marketing combo products,
what specific disclosuresmust begiveninthe proposal and salesliterature?

Module- 4

Health Insurance

Notes

Diploma in Insurance Services



Module- 4

Health Insurance

DIFFERENT HEALTH INSURANCE POLICIESAND KEY TERMSOFHEALTH POLICIES

3. Writeanote on the coverage of Personal accident insurance. What are its
excdusons?

4.  Explaintheneedfor the Overseas Travel Insurance policy. Explainthe covers
which areavailableor coveredinthisproduct.

@ ANSWERS TO INTEXT QUESTIONS

Notes

5.1

5.2

7.

@
(©
©

(©
()
(b)
(©
@
@
@

25and 55 years
Hedlth plusLife Combi Product

Bank referra arrangements

Both of theabove

All of theabove

Changein occupation

Group of unrelated individuals
Rs 8, 00, 000

Package policy

All of theabove

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toasssttheclientinselecting an gppropriate health Insurance policy asper the
need of theclient.
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GROUPHEALTH INSURANCE
COVERANDKEY TERMSOF
HEALTH POLICIES

6.0 INTRODUCTION

Therearedifferent termsthat are used in health insurance, which may sound confusing
totheclient like Network Provider, Preferred Provider Network (PPN), Third Party
Administrator (TPA), Cumulative Bonus, Pre-Existing Disease, Co-Payment, Free
L ook Period and many others. It isimportant for you to understand theseterms so
that the same would be explained to the client at proper times. Thischapter will help
you learn about theseterms, which are often used in healthinsurance. You will also
learn about the need and features of group health insurancein the beginning of the
chapter.

6.1 OBJECTIVES

After reading thislesson, youwill beableto:
® Describetheneed of Group Health Insurance Cover

® Explainthekey termsusedinheathinsurancepolicies

6.2 GROUP HEALTH COVER

Group healthinsurance policy isaninsurance policy, whichisgeneraly taken by the
owner of the group for insuring the members of the group. Group owners can be
employer/ association/ trust, where oneinsurance policy known asmaster policy is
issued covering wholegroup of membersandissubject to minimum number of person
covered. Thispolicy isissued for one year which can berenewed every year. The
policy isasoknown asgroup Mediclaim cover.
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6.2.1 Featuresof Group Health Insurance

Notes

Scope of coverage

Generdly, group healthinsurancepolicy iscalled Corporate Mediclaim policy
where employees of aparticular group (members) are covered. Thispolicy
may al so provide coveragefor the empl oyee's spouse and dependent children,
which depends on the contract between the Insurer and theowner/employer. In
some cases, even parents/parentsin law are covered under the same cover.

Tailor-madecover

Thispoalicy iscalledtailor made policy becausethe benefits, termsand conditions
can be customized according to the requirement of a group. In the group
Mediclaim cover, both partiesto the contract (group owner and insurer) sit
together and negotiateterms, conditions, exclusonsand price. Andfinaly, they
came up with customized health insurance cover. The group health insurance
plan coversalot of exclus onsthat werenot covered by individua healthinsurance
policies.

M ater nity cover

Generally maternity cover isunder exclusioninindividual health cover but may
be covered under group Mediclaim cover depending upon mutually agreed terms
and conditions. Maternity coverage comeswith anine-month waiting timeunder
group Mediclaim coverage, though thisconditionisoccasionally lifted. The
medical expensescovered under thispolicy arerelated to Caesarian and normal
ddlivery of child. Generdly, there arerestrictionsto theamount paid under this
category like Rs30000 to Rs50000. In some circumstances, thisisan optional
coverage option that must be purchased together with an additional premium or
a10%loading of thetotal premiumfromal policyholdersintheinsurancepalicy.
Thebenefit provided to the covered member fallswithin the health insurance
policy'sinsured sum. If aninsured person aready hasmorethan 2 children, he
may not beeligiblefor thisbenefit dueto aprovisonthat clamswill only bepad
for thefirst two children of theinsured member.

Child cover

Inagroup health insurance plan, infantsare covered from day one; however, in
anindividua hedthinsuranceplan, aninfantisonly insured after three months.
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5.

Pre-existing diseases cover ed, waiting period waived off

Ingroup Mediclaim cover, severa exclusionslikewaiting period of 30 daysor
two yearswaiting period for specific diseasesarewaived off and even congenita
diseases may be covered. The preexisting diseasesare also covered from day
oneingroup Mediclaim policy asitistailor madepolicy.

Premium calculation
The premium ingroup insurance policy isdecided on the basis of :
Ageprofileof group members

Group Size

o

o

® Pastclamexperienceof thegroup
@ Loadingordiscount given(if any)
o

Many other factors

Note: Factorsaffecting the premium in case of group health policiesyouwill
study inthe coming chapters

Asprevioudly stated, anumber of factors, including the member'sage profile
andthesizeof thegroup, determinetheinsurancepricefor thegroup Mediclaim
coverage. When choosing arenewa premium, theclaim history isalso crucial.
Depending on the claim history, thegroup Mediclaim policy renewal premium
may change. If theclaimrationislow or hasafavorablerisk experience, then
insurer may givediscount in premium and for unfavorable experienceor high
clamratio, theinsurance company may put |oading or enhancethe premium.

Non-employer employeegroups

ThelRDAI guiddinesstate that the group shouldn't be established exclusively
for the purpose of obtaining group insurance coverage. Whenever the group
hedlthinsurance policiesare given to non-employer employeegroupsliketrust/
associationsetc., itisvery important for theinsurer to ascertain the group owner
relaionshipwithitsinsured members.

Pricing
Depending on thetotal number of insured people covered by the group policy

at itsbeginning, group discountsare permitted for group plansonascae. While
thepolicy isin effect, thegroup'ssize may increase or decrease. Asthewhole
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groupingroup mediclaim policy iscovered and at the sametime, thereisintense
competition among insurersregarding group insurance business, thegroup owner
can always negotiate on price (premium) with theinsurer for better deal. In
today scenario, group Mediclaim businessislossmaking businessfor insurance
companiesdueto very high claim ratio and underpricing of premium dueto
intense competition.

Thepremiumisvery lessfor group Mediclaim policy ascomparedtoindividua
hedlthinsurancepolicy. Thereasonfor low premiumisvery lessadministrative
expensesaswell asno separate policy issued toindividuals.

9.  Premium payment

The premium payment can be in two forms, that is, contributory and non-
contributory schemes. Contributory schemesmeansthewhole premiumwould
be paid by both employer and group members (employees) on contributory
basis. The maximum portion of the premiumispaid by employer and anominal
amount istaken from employees. And in non- contributory scheme, thefull
premiumispaid by theemployer only.

10. Add-on benefits

Therearelotsof medical proceduresand expenseslikedenta care, vison care,
health checkupsetc., which are not covered under individual health insurance
policiesbut are covered under group Mediclaim policiesat additiona premium
(riders) or sometimes ascomplimentary benefits. Asitistailor made policy,all
these benefits depends upon negotiated termsand conditions mentioned inthe
group insurance contract.

6.3 CORPORATE BUFFER OR FLOATER COVER

Typicdly, eechfamily covered by agroup health insurance policy hasasuminsured of
between Rs. 1lakh and Rs. 51akhs. Thisamount may be morein the case of some
corporate houses. It can happen that amajor illness causestheinsured family'sgroup
policy suminsured to be depleted within ayear. Inthissituation, the corporate buffer
or floater cover comesto rescuefor such afamily, wherethis protection coversthe
additional medica costsover and beyond the basdlinefamily suminsured.

According to the contract, the sum insured for thisparticular insurance might be even
higher, ranging from Rs. 10lakhsto Rs. 1 crore.
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Oncethefamily suminsured isexhausted, the excessamount can be drawn fromthe
corporate buffer. However, use of thiscoverageistypicaly limited to seriousillnessor
critical illness costswhen one hospitalisation uses up the entire amount insured.

Thereisthe capping or limit on the buffer amount utilized by each insured family
member. Thislimitisoften uptotheorigina suminsured. Generally thistype of cover
should be given for medium sized policiesnot for very low suminsured policy.

6.4 SPECIAL PRODUCTS IN HEALTH INSURANCE

6.4.1 Specific Disease Covers

Thegenerd insurershaverecently provided coveragefor specific conditionsincluding
cancer, dengue, and COVID 19intheIndianinsurance market. The cover for these
typeof diseasescan befor alimited time. In some palicies, thesuminsured have some
specificlimitinform of suminsured. It'simportant for the underwriter to check the
current health status of proposer because aproposer may be already diagnosed for
theillnessand would take the policy to takethe claim very soon.

6.4.2 Diabetes Policy

Therearelarge number of diabetic patientsin India, which may increaseat ahigh
speed inthe coming future. Thereare other co morbiditiesconnected to thislifestyle
disorder. Complicationsre ated to neuropathy, nephropeathy, retinopathy, cardiac disease
and diabeticfoot may occur subsequently if blood sugar isnot controlled timely. These
day's, disease specific diabeteshealth insurance policy isavailable, where complications
related with diabetesarea so covered. Thoseinterested inthispolicy must be between
theagesof 25 and 65. The prepolicy medical check-upswill be conducted to seethe
current health status of the patient. Thesuminsured rangesfromRs 1 1akhto 101akhs.
Thispolicy isespecialy for the applicantswho are already diagnosed with diabetes.
The premiumiscostly when compared to other health insurance policies. Insured can
take benefit from wellness program of insurance company wheretheregular (quarterly
or half yearly) medica checkupsexpensesrelated to diabetesare paid by insurer. The
insurersmay offer incentivesintheform of reduced premiumsif some of thefactors
likeblood glucose, LDT, blood pressure, etc. are controlled. Thereare certain mobile
phoneapps, which areavailablefor tracking your routine exercise habitsor the number
of stepsyou have achieved inaday, thedataof whichisused for offering you discounts
during therenewal of policy. Onthe other side, inadequate control over thesefactors
would resultinalarger premium.
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. INTEXT QUESTIONS 6.1

1.  Grouphedthinsurancepolicy isasoknownas:
a GroupMediclampolicy
b) Tailor madepolicy
c) Bothaandb
d) Noneof theabove
2. Thepremium payment ingroup healthinsurancepolicy isinform of
a) Contributory
b) Non Contributory
c) Bothaandb
d) Noneof theabove
3. Premiumingroupinsurancepolicy isdecided on thebasisof:
a) Ageprofileof group members
b) GroupSize
c) Past Claimexperienceof thegroup
d) All of theabove

6.5 KEY TERMSIN HEALTH POLICIES

6.5.1 Network Provider

Definition- According to IRDAI(Third Party Administrators - Health Services)
(Amendment) Regulations, 2019

"Network Provider meanshospital enlisted by aninsurer, aTPA or jointly by aninsurer
and aTPA to providemedical servicesto aninsured by acashlessfacility.”

Network provider isahospital/nursing home/day care center which have sgned MOU
withinsurance company or TPA for providing cashlesstreatment to policy holder. The
insurer or TPA can bargain with such hospitals, who also promise ahigh level of
service, onthecost of medical care.
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6.5.2 Preferred Provider Network (PPN)

Theinsurer might establishaPPN, or preferred provider network, of hospitalsto offer
high-quality careat reasonable costs. Based on their experience, quality health care
facility, utilization, and cost of providing care, theinsurance company can select these
hospitals.

6.5.3 Cashless Service

Accordingto IRDAI(Third Party Administrators - Health Services) (Amendment)
Regulations, 2019

Definition- "Cashlessfacility meansafacility extended by theinsurer or TPA on
behalf of theinsurer to the insured, where the paymentsfor the costs of treatment
undergone by theinsured in accordance with the policy termsand conditions, are
directly madeto the network provider by theinsurer to the extent pre-authorizationis
approved”.

If aperson with health insuranceisadmitted to anetwork hospital or an empaneled
hospital owingtoanillnessor disease or accident, he need not pay medical expenses
to hospital and can avail cashlesstreatment. Policy holder hasto show the proof of
insuranceat hospital to avail thisservice. The TRA/Insurer will make payment directly
tothe hospita for the sanctioned amount.

If the health care expenses exceed the policy suminsured or expensesnot payable as
per policy conditions, then that amount need to be paid by insured.

6.5.4Third Party Administrator (TPA)

According to Insurance Regul atory and Devel opment Authority of India(Third Party
Adminigtrators- Health Services) (Amendment) Regulations, 2019

"Third Party Administrator (TPA) meansacompany registered withthe IRDALI, and
engaged by aninsurer, for afee or by whatever name called and asmay be mentioned
inthe health servicesagreement, for providing health services."

Theintroduction of TPAwasthe significant development inthe health insurance sector.
TPA wasintroduced to provide the health services,especialy healthinsuranceclam
settlement to health insurance policyholders.

Apart from sttling and processing claim settlement (both cashlessand reimbursement),
TPAisasoengagedinissuing TPA card for hedthinsurance policy holder whichisan
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identification proof and isuseful at thetime of claim. For the purpose of processing
and handling healthinsurance claims, TRPAsare sel ected by theinsurer. Another work
of TPA isto signaMOU with hospital s (health care providers) for empanel ment,
wherepolicyholder canavail cashlessfacility for hospitalization.

6.5.5 Hogspital

Accordingtothe RDAI Guidedineson Standardization in Health Insurance 2016, A
hospital means'any ingtitution established for in-patient careand day caretreatment of
sicknessand/ or injuries and which has been registered asahospital with thelocal
authorities, wherever applicable, and isunder the supervision of aregistered and
quaified medica practitioner AND must comply withal minimum criteriaasunder:

ad hasatleast 10 inpatient bedsin those towns having apopulation of lessthan
10,00,000 and 15 inpatient bedsin al other places;

b)  hasqudified nursing aff under itsemployment round the clock;
c) hasquaifiedmedical practitioner(s) in chargeround theclock;

d) hasafully equipped operation theatre of itsownwheresurgical proceduresare
carried out;

€  mantansdaly recordsof patientsand will maketheseaccessbletothelnsurance
company'sauthori zed personnel.”

6.5.6 Medical Practitioner

According tothe | RDAI Guidelineson Standardizationin Heal th Insurance 2016,

"Medica Practitioner meansaperson who holdsavalid registrationfromtheMedica
Council of any Stateor Medical Council of Indiaor Council for Indian Medicineor for
Homeopathy set up by the Government of Indiaor aState Government and i sthereby
entitled to practice medicinewithinitsjurisdiction; and isacting within itsscope and
jurisdiction of license. Insurance companiesmay specify additiond or redtrictivecriteria
totheabovee.g. that the registered practitioner should not be theinsured or close
member of thefamily".

6.5.7 Qualified Nurse

According to the Guidelineson Standardization in Heal thinsurance 2016,Qualified
nurse means " aperson who holdsavalid registration from the Nursing Council of
Indiaor the Nursing Council of any stateinIndia’.
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6.5.8 Reasonable and Necessary Expenses

A health insurance policy always contains this clause where policy providesfor
compensation of expensesthat would be deemed to be reasonablefor treatment of a
particular allment and in aparticular geographical area.

According to the Guiddineson Standardization in Healthl nsurance 2016,Reasonable
Chargesas"the chargesfor servicesor supplies, which are the standard chargesfor
the specific provider and consistent with the prevailing chargesin the geographical
areafor identical or amilar services, taking into account the nature of theillness/ injury
involved" .

Thisprovision safeguardstheinsurance company from fraudsin which thehealthcare
provider inflatesmedicd bills Additionaly, it stopspoalicy holdersfrom seeking trestment
for commonillnessesin expens ve hospita swhenit may bedoneat comparatively low
cost.

6.5.9 Notice of Claim

Every insurance contract stipulatesthat aclaim must bereported immediately to the
insurer, andthereisTurn Around Time (TAT) for submitting documents.A minimum of
72 hours before aplanned hospitalisation, theinsured must givetheinsurer written
noticein aCashlessHospitaisation Facility inaNetwork Hospital. Thelength of time
may change between insurers. Theinsured person must give written noticeto the
insurer of any emergencieswithin 48 hoursof hospitalisation or beforehospita release,
whichever comesfirst. Theinsured may, however, submit the claim documentsin
casesof reimbursement claimswithin 15 days (or 30 days, inthe case of aselect few
insurers) of the patient'sdischarge. However, it isalwaysadvised to notify theinsurer
of the claim as soon as possible and provide the required paperwork. Asaresult,
clamscan bereported quickly and accurately, and theinsurer can conduct investigations
asneeded. Delay insubmission of billscould lead tofraudswherethebillsareinflated
by insured/ hospital, etc.

Accordingto IRDAI norms, if aclaim notification or paper submissionismade after
theallotted period has passed, alegitimate explanation should be taken into account.

6.5.10 Free Health Check

Certainincentivesare givento those policyholderswho do not take any claim. Many
insurance companiesgive reimbursement to policy holder for health checkup after
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four continuousclamfreeyears. Thistypically hasacap of 1% of theinsured amount
after four consecutive clam-freeyears.

6.5.11 Cumulative Bonus

Cumulative bonusistoincentivizethe policy holder for not taking any claim andthisis
givenon suminsured for every claimfreeyear. If apolicy holder has not taken any
claim orhasaclaim free year, then insurance company enhance the suminsured on
same premium at thetime of renewd . Theenhancement inthesuminsuredisthepre-
defined fixed percentage of suminsured. The cumulative bonus can enhancefrom
10%to 50% for every claim freeyear and it could vary from insurance company to
insurance company.

Asper IRDALI guidelines, thisbonus can be provided only onindemnity-based health
insurance policiesand not under the benefit policies (except Persond accident policies).

According to Insurance Regul atory and Devel opment Authority of India (Health
Insurance) Regulations, 2016

I. The provisionsregarding cumulative bonus should be mentioned in policy
prospectus and insurance policy document.

ii.  Thecumulativebonusthat hasaccrued may bereducedif aclamissubmittedin
any givenyear at the samerate at whichit hasaccrued.

For Example- For every claim freeyear, the cumulative bonus enhancesto 50% of
suminsured at renewal. The policy holder aged 25 years purchases anew health
insurance policy for asuminsured of Rs. 51akhswithaRs. 8,000 premiums. If there
areno claimsinthefirst year, hissuminsured will enhanceto 7.50 lakh rupees (50
percent morethan the previousyear) for the same 8,000-rupeeinsurance premiumin
the second year. Thissuminsured may enhanceto Rs. 10lakhnext yeer if againitisa
clamfreeyear.

6.5.12 Pre-Existing Disease

Definition
ThelRDAI guiddineson standardisation define Pre-existing as™ Any condition, aillment
or injury or related condition(s) for which you had signs or symptoms, and/or were

diagnosed, and/or received medical advice/treatment within 48 monthsprior tothe
first policy issued by theinsurer.”
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6.5.13 Co-Payment

Accordingtothe IRDAI Guidelines on Standardization in Health Insurance 2016,
Co-payment means"acost sharing requirement under ahealthinsurance policy that
providesthat the policyholder/insured will bear aspecified percentage of theadmissible
claimsamount. A co-payment does not reducethe Sum Insured”.

Co-payments means a specified percentage of every claim amountsthat isto be paid
by insured and rest by insurance company. Thiscan be compulsory or voluntary and
variesfrom product to product. Co-payment bringsin acertain disciplineamong the
insured to avoid unnecessary hospitalizations. Thisisgenerally foundin senior citizen
policies.

For example: if inaheathinsurancethereisaprovision of 20 % copayment and the
claimamount isRs1,00,000. In thiscase, 20% of Rsonelakh (Rs20,000) will be

paid by insured and rest 80% or Rs 80,000 will be paid by insurance company. The
healthinsurance policy with co- payment haveless premium.

6.5.14 Room Rent Restrictions

According to the Guidelineson Standardizationin Heal thinsurance 2016,Room Rent
means"theamount charged by aHospital towards Room and Boarding expensesand
shdl includetheassociated medical expenses’.

In somehedthinsurance policy thereisroom rent restrictionsthat islinked tothesum
insured opted by insured. It isgenerally 1% of suminsured per day. For example- A
person hastaken Rs 3 lakh suminsured policy and have 1% room rent restriction. He/
sheisentitled to have maximum Rs 3,000 room rent per day. If thispersonisadmitted
inmetropolitan citiesthen he/shewon't be getting even semi /private room resulting
paying fromtheir pocket. Soitisvery important that aninsured shoul d take appropriate
suminsured and check room rent restrictionswhile buying ahealth insurance policy.

6.5.15 Renewability Clause

Customers, particularly senior ones, have expressed significant concern about insurance
firmsrefusngto renew hedthinsurance policies. Hedlthinsurance coveragemust dway's
be renewed unlessthere has been fraud, moral hazard (deliberately purchasing an
insurance policy in order to submit afalseclaim), or misrepresentation, according to
IRDAI regulations.
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Thepolicyholder hasalifetimerenewal option after theinsuranceisissued. Evenif
therewereclamsintheyear before, lifetimerenewability would beavailable. Insurer
cannot refuserenewal for arbitrary reasonsand must providewritten justificationsif it
does.

6.5.16 Free Look in Period

After purchasing anew health insurance plan, apolicyholder may discover that the
benefitsor other termsand conditions are not what he had hoped for. In thiscase he/
she can return back the policywithin 15 daysto insurance company under freelook

period.

According to Insurance Regul atory and Devel opment Authority of India(Health
Insurance) Regulations, 2016, "All new individual hedlthinsurance policiesissued by
Lifelnsurers, General Insurersand Health I nsurers, except thosewith tenure of less

than ayear shall have afreelook period. Thefreelook period shall be applicableat
theinception of thepolicy and

1.  Theinsuredwill haveat least 15 daysafter receiving thepolicy to evaluatethe
termsand conditionsand return theinsuranceif they arenot satisfactory.

2. Iftheinsured hasnot made any claim during thefreelook period, theinsured
shall beentitledto-

a A refund of the premium paidlessany expensesincurred by theinsurer on
medical examination of theinsured personsand the stamp duty chargesor;

b) Wheretherisk hasaready commenced and the option of return of the
policy is exercised by the policyholder, a deduction towards the
proportionate risk premium for period on cover or;

c) Where only a part of the insurance coverage has commenced, such
proportionate premium commensurate with theinsurance coverage during
suchperiod"”.

6.5.17 Ayurveda, Yoga & Naturopathy, Unani, Siddha and Homoeopathy (AYUSH)

AYUSH Coverage:

According to Insurance Regul atory and Devel opment Authority of India (Health
Insurance) Regulations, 2016:
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"General Insurersand Health Insurers may endeavor to provide coveragefor oneor
more systems covered under 'AY USH Treatment' provided the treatment has been
undergoneinagovernment hospita or inany ingtitute recognized by government and/
or accredited by Quality Council of Indiaor National Accreditation Board on Hedlth".

Initialy theAY USH treatment were under exclusionsand after someyearsinsurance
company sarted coveringAY USH treatment partidly inform of pre-defined percentage
of sum insured. Now insurers have started covering these treatments with some
conditions.

6.5.18 Grace Period for Renewal

According to the Guiddineson Standardization in Hedlthl nsurance 2016, Grace period
means"the specified period of timeimmediatdy following the premium duedateduring
which apayment can be madeto renew or continueapolicy inforcewithout |oss of
continuity benefits such aswaiting periods and coverage of pre-existing diseases.
Coverageisnot availablefor the period for which no premiumisreceived".

The palicy should continuewithout any break in between. Generally healthinsurance
policy isof oneyear. Therenewal premium need to be paid timely by insured on due
date mentioned inthepolicy. If dueto any circumstances, policy holder isnot ableto
pay insurance premium on duedate, al thebenefitsunder thepolicy will not beforfeited.
Individua healthinsurance policy renewa sare permitted withina30-day graceperiod,
inaccordancewith IRDAI norms.

If policy holder paystheinsurance premium within 30 daysfrom expiry of policy, then
al the benefitsof insured areintact inthe health insurance. Claims (if any), during the
break period will not be considered. These daystheinsured havethe option to pay
two yearspremiuminonego for purchasing healthinsurance policy.

6.5.19 Day CareTreatment

Asper the Guiddineson Standardizationin Hedlth Insurance 2016, " Day caretrestment
meansmedical treatment, and/or surgica procedurewhichis.

I. undertaken under Genera or Local Anesthesiain ahospital/day carecentrein
lessthan 24 hrsbecause of technol ogica advancement, and

ii.  whichwould have otherwiserequired hospitalization of morethan 24 hours.

Treatment normally taken on an out-patient basisisnot included in the scope of this
definition.Insurersmay, in addition, restrict coverageto aspecified list”
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Generaly to avail cashlessor reimbursement claim, theinsured patient need to be
hospitalized at |east for 24 hours, except day care procedures. Theinsured patient can
be discharged from day caretreatmentson the same day thanksto advancementsin
medical sciencetechnology. The condition for 24 hour hospitalization iswaived off.

6.5.20 Wellness Benefits

Thesedays, insurance companiesaregiving incentivesor rewvardstoinsured for saying
active. Theincentiveor reward canbegiveninformof discountintherenewa premium
after achieving average steps count target on mobile application provided by insurer
within specified time period. For exampleif insured completes 10,000 stepsin aday,
they get six percent discount inrenewal premium. Thisway theinsuredisphysicaly
activeand getting benefit in form of discounted premium. Moreover, theinsurer can
reducetheir high claimratio by paying small amount inform of discount, which also
enhancestheloyalty of thepolicyholder withtheinsurer.

. INTEXT QUESTIONS 6.2

1.  Individud hedthpolicy renewasarepermitted witha day grace period
asper IRDAI norms.

a) Fifteen
b) Thirty
c) FortyFive
d) Sxty
2. Whichof thefollowing Satementsisaretrue?
a Master policy isissuedingroup hedth policy
b) Prepolicy medicd testsare not conducted in group health policy
c) Thepremiumisvery lessingroup policy ascomparedtoindividud policy
d) All of theabove

3. Whichof thefollowing isincorrect with regardsto cashlessfacility in health
insurance?

a) Thepolicy holderisrequired to settlethe hospitalisation expenses at the
timeof dischargefrom hospital.

b) Provided only at the paneled or network hospitals.
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©) Under the planned cashless claims, the policy holder is aware of the Health Insurance
hospitalisation 2-3 daysin advance.

d) Theclamamountisgivenby TPA or Insurer to network hospital.
4.  Weélnessprogrammesprolongthedisease-freestateof individua sasit advocates.
a Casemanagement
b) Medical management Notes
c) Clamsmanagement.
d) Lifesylemanagement

©-| WHAT YOU HAVE LEARNT

Group healthinsurance policy isaninsurance policy, whichisgeneraly taken by the
owner of thegroup for insuring the members of the group. Family membersof the
employees(Spouseand dependent children) may aso be coveredinthispalicy, which
depends on the contract between the Insurer and the owner/employer. Thispolicy is
caledtailor made policy becausethe benefits, term and conditions can be customized
according to the requirement of group. There are benefitslike maternity cover, child
cover, preexisting disease cover and other add on benefitsin group health insurance

policy.

Therearefew terms, which you need to understand like Network Provider; Preferred
Provider Network (PPN); Cashless Service; Third Party Administrator (TPA);
Cumulative Bonus, Co-Payment; Room Rent Restrictions, FreeLook In Period; Grace
Period for Renewal, etc. Theseterms have specific meaningsand aredefined inthe
health insuranceregulations. Itisimportant for you to understand theseterms so that
the samewould be explained to the client at proper times.

ml!lll»

TERMINAL QUESTIONS

=N

Writeanoteon the Group Health Insurance Cover explaining itssalient features.

N

Writeanote on thefollowing:

a) Preferred Provider Network (PPN)
b) CashlessService

¢) Third Party Administrator (TPA)

d) CumulaiveBonus
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Health Insurance €) Co-Payment

f) RoomRent Redtrictions

g FreeLookInPeriod

h) GracePeriodfor Renewal

Notes ‘E ANSWERS TO INTEXT QUESTIONS

6.1
1 (0
2. (©
3. (d)
6.2
1. (b
2. (d)
3 (@

4. (d)

Both (a) and (b)
Both (a) and (b)
All of theabove

Thirty
All of theabove

Thepolicy holder isrequired to settle the hospitalisation expensesat
thetimeof dischargefrom hospital.

Lifestylemanagement

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplaintheimportance of group healthinsurance cover to the prospect or

dient.

®  Toexplantheterminologiesusedinhedlthinsurancewhich may sound confusing
to the prospect or client.
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DOCUMENTATION PROPOSAL
FORM

7.0 INTRODUCTION

Therearemany intermediariesintheinsuranceindustry which areinvolvedin sdlling
theinsurance policy. Theseintermediariesinclude agents, brokersor web aggregators.
Itispossiblethat thereisno direct contact between theinsured and hisinsurer while
buying aninsurance palicy. Thereare different documentswhich areto be submitted
while buying aninsurance policy by the customer. These documentshel pinsurance
company to know about their customersand their needs. Theinsurance agent generaly
has afaceto face contact with the customer and he/sheisthe one having the close
contact with the customer. The agent hasto clarify the doubts of theclient regarding
thedocumentsand should aso help them filling these documents. Thefirst stageinthe
processof |nsurance documentationisbascaly filling the proposa formwiththehelp
of whichinsurer collectsimportant information about the prospect. Thischapter focuses
on the components of proposal form and will explain the nature of questionsina
proposal form.

7.1 OBJECTIVES

After reading thislesson, youwill beableto:
®  Explainthecomponentsof aproposal forminhealth Insurance
® Recdl thenatureof questionsbeing asked inaproposa form

® Explaintheroleand duty of anintermediary towards prospect (client)
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7.2 PROPOSAL FORM

Theproposd formisthefirst document which an Insurance company usesfor collecting
theimportant information about the prospect. Every Lifelnsurer, General Insurer and
Health Insurer developstheir proposal form to be submitted bya person (proposer)
seeking ahedthinsurancepolicy.

TheProposd formisused by theinsurersfor collecting dl materia information regarding
therisk associated with the prospect or aclient. Theinformation collected from client
will hel pin deciding whether to accept or reject therisk. It dso helpsin determining the
rates, premium, termsand conditionsof the cover to be granted in case of acceptance
of risk.

Information collected from the proposal form shall not be shared with any third party,
except with the statutory authorities or in case it is required for the purpose of
underwriting the policy of thesameindividual or claim settlement.

Proposal formsareprinted by theinsurance company withitsname, logo of thecompany,
address of the company, etc. It also mentionsthe class or type of insurance and the
product that it issued for.

7.3 STANDARD FORM OF DECLARATION

ThelRDAI has specified theformat of the standard declarationinthehealthinsurance

proposal whichisto befollowed by all theinsurance companies. The declarations

indude:

1.  Thedeclaration by the authorised persons regarding the complete and true
informetion

2. Declarationregarding their understanding about information provided will form
thebasisof theinsurancepalicy.

3.  Declaration regarding communication of changesin the occupation or general
hedlth (if any) after the proposal and beforetherisk acceptance by thecompany.

4.  Declaration givingtheir consent to the company for medical information from
any current and past doctors/employersof theinsured/proposer.

5. Declaration regarding authorization to the company for sharing information
mentioned in proposa including themedical recordsto any Governmenta and/
or Regulatory authority.
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Thedeclaration isto be signed by the Proposer (On behalf of all the Personsto be
insured under the policy) with Date, Place and Signature of the Proposer. Figure 7.1
showsthe Sample of Standard Declaration in Health Insurance.

7.4 NATURE OF QUESTIONS IN A PROPOSAL FORM

Proposal formwould contain different number and types of questionsthat may vary
according to theinsurer and the concerned class/ type of insurance.

In personal linesof insurancelike health insurance, personal accident insuranceand
travel insurance, questionsrelated to the health of the prospect, lifestyle and habits,
medica history, hereditary traits, pre-existing health conditions, past insurance, details
of proposed to beinsured, optional covers, etc. areincluded. Thisinformation will
hel p theunderwriter in accessing therisk associated with the health of theclient.

7.5 ELEMENTS OF PROPOSAL

i Full nameof the Propaoser : Theproposer should clearly fill hisher namewhile
fillingthe proposal form. The purpose of knowing thenameof theinsured by the
insurance company isto make surethat only theinsured person would receive
the benefitsof thepalicy.

ii.  Proposer scontact detailsand addr ess: Thesedetailsareagain required by
theinsurance company to make surethat the benefitsunder the policy would be
received only by theinsured. Theanother reason would beto contact theinsured
infutureasand when thereisaneed to do so.

iii. Proposer sDateof birth, age, gender, marital statusand other per sonal
details

iv.  Profession, occupation or businessof the Proposer: Itisimportant for the
I nsurance companies offering health insurance and personal accident to know
the profession/occupati on/busi ness of the prospect asthese areimportant for
caculatingrisk.

Example: "A food delivery guy delivering food on motor bikesinthecities
generdly drivesa high speed and hastotravel morefrequent than normal drivers.
They are more exposed to the accidentsthan a person citing on the restaurant
counter taking theorders. Smilarly, risk associated withaTaxi driverismoreas
compared to any other normal person driving hisher car.

v.  Detailsand identity of thesubject matter of insurance: Itisimportant to
statetheidentity and related details of the subject matter that is proposed for
theinsurance.
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Vi.

Vil.

viii.

For example, the proposer isrequired to Stateif itis:

i. Anoversesstravel (for whominsuranceistaken, timeof journey, towhich
country, for what purpose, etc.) or

ii. A person'shealth (with person's name, address and identification) etc.
depending onthecase

Suminsured : Thesuminsuredistheamount for whichyou areseeking coverage
under your health insurance policy. Itisalsothelimit towhich theinsureris
liable. Suminsured hasto beindicated inall proposal forms.

Example: Incaseof healthinsurance, it could bethe cost of hospital treatment,
whilefor personal accident insurancethiscould be afixed amount for |oss of
life, lossof alimb, or lossof sight dueto an accident.

Previousand present insurance: Themain purposeof seeking thisinformation
isto understand theinsurance history of theclient. Theinsurer isasointerested
inknowing whether theinsured or the client's proposa inthe past wasdeclined
by someinsurer or whether some special conditionswereimposed whilegiving
theinsurance coveragewith increased premium, etc.

Detailsof the current insurance policiesare required to check the amount of
coverageaready taken from someother insurance companies. Theinformation
isrequired especially in case of property insurance astheinsured may have
takenpoliciesfromdifferentinsurers At thetimeof dam, principleof contribution
may be applied and it will be ensured that theinsuredisindemnified for theloss
and isnot making any profitsby claiming theamount from different insurance
companies.

Claimshistory: Thishasan influence on underwriter's decision and must,
therefore, betruthfully answered. Detailsof al previousrel ated | osses, whether
insured or not, must be correctly given.

Declaration by insured
Every proposal form containsadeclaration to the effect that;

® '"Theanswersgivenintheproposa form aretrue and nothing has been
concealed or misrepresented.

® Theproposer agreesto pay the premium and accept apolicy thatisusually
issued by theinsurer for that class of business.

® Theproposa form andthedeclaration shall form thebasisof the contract.”

Other sectionscommonto all proposal formsarerelated to signature, dateandin
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some cases, the agent'srecommendation. Health Insurance

X.  Whereaproposal formisnot used, theinsurer shall record theinformation
obtained from theclient, orally or in writing through its agents or any other
mode. The same should be confirmed within aperiod of 15 daysthereof with,
the proposer and incorporatetheinformation initspolicy. Wheretheinsurer
later claimsthat the proposer did not disclose any material information or
provided mideading or falseinformation on any matter materid tothegrantofa § Notes
cover, theburden of proving it fallson theinsurer.

It meanstheinsurance company hasaduty torecord dl theinformation received
even oraly, which theagent hasto keep in mind by way of follow up.

xi.  SatuaryWarningfor Prohibition of Rebates (Section 41 of the Insurance
Act 1938)

As per Section 41 of the Insurance Act 1938, as amended, the practice of
rebating isprohibited, asfollows:

® "Nopersonshal alow or offer toalow, either directly or indirectly, asan
inducement to any person to take out or renew or continue an insurance
policy inrespect to any kind of risk relating tolivesor property inIndia, any
rebate of thewholeor part of the commission payable or any rebate of the
premium shown onthepoalicy, nor shal any person taking out or renewing
or continuing apolicy accept any rebate, except such rebate asmay be
alowed inaccordancewith the published prospectusor tablesof theinsurer.

® Any personmaking defaultin complying with the provisionsof the Section
41 of the Insurance Act 1938, asamended, shall beliablefor apenalty
which may extend to Ten Lakh Rupees.”

Contentsof Health I nsurance proposal Form

BasicInformation Key Information Self Declaration by the
* Name * Age ApplieET
* Address PhoneNo. * Occupation Contains specific questions
* Emallid * Pest Surgery/iliness/ about any existing illnessin
* Gender hospitalisation various systems of human
* Marital Status * Current healthStatus body
 DateofBirth » PlaceofResidence
« Detail sof FamilyMembers e Sum Insured/Planopted
Required toregister Requiredtodecide Requiredtorecord detailed
SUEETEr A AL acceptanceor rgjection of factsfor thecontract and
theproposal and calculate decideif medical
KYCnorms . T .
premium examination isrequired

Figure7.1: Contentsof Health Insurance Proposal Form
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Asper 'IC - 38: Insurance Agents Health booklet’, Given below are some of the
detail sof proposal formfor ahealthinsurance policy:

1

"Theproposa formincludesaprospectuswhich providesimportant information
related to the coverage, exclusions, provisions, additional riders etc. The
prospectusformsapart of the proposal form and the proposer hastosignit as
adeclaration that he has studied its contents.

Theproposal form collectsinformation rel ating to the name, address, contact
details, occupation, date of birth, gender, and relationship of eachinsured person
with the proposer, average monthly income and incometax PAN No., name
and addressof theMedica Practitioner, hisqudificationsand registration number.
Bank detailsof theinsured are a so now aday's collected to make payment of
clammoney directly through bank transfer.

In addition, there are questionsrel ating to the medical condition of theinsured
person. Thesedetailed questionsintheform are based on past claimsexperience
and areto achieve proper underwriting of therisk.

Theinsured personisrequired to statefull detail sif he hassuffered from any of
the specified diseasesintheform.

Further, the detailsof any other illnessor disease suffered or accident sustained
arecdledfor asfollows:

a.  Natureof illness/ injury and treatment
b. Dateof first trestment

c. Nameandaddressof attending Doctor
d. Whetherfully recovered

Theinsured person hasto state any additional factswhich should bedisclosed
toinsurersand if hehasany knowledge of any positive existence or presence of
any illnessor injury which may requiremedical attention.

Theforma soincludes questionsrelating to past insurance and claimshistory
and additiona present insurancewith any other insurer.

Detailslike sum insured and details of the identity of the subject matter of
insuranceisalso collected through the proposal form.

The special features of the declaration to be signed by the proposer must be
noted.
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10. Theinsured person agreesand authorizestheinsurer to seek medical information Health Insurance
from any hospital / medical practitioner who hasat any time attended or may
attend concerning any illnesswhich affectshisphysica or mental health.

11. Theinsured person confirmsthat he hasread the prospectusforming part of the
formandiswilling to accept thetermsand conditions.

12. Thedeclarationincludestheusua warranty regarding thetruth of the statements

Not
and the proposal form asthe basis of the contract. ores

13. Proposd Formaso containsinformation related to Detailsof Nominee, optiona
covers, Agent Declaration and aStatuary Warning for Prohibition of rebates
(Section 41 of the InsuranceAct 1938)"

. INTEXT QUESTIONS 7.1

1 isused by theinsurersfor collecting all material
informationin respect of arisk associated with the prospect, which hel psthem
indeciding whether to accept or reject to risk.

a) Prospectus

b) Declaration

c) Proposal form

d) Noneof theabove

2. Which of the following is not the element of the Proposal Form in Health
Insurance?

a) Proposer'sprofession, occupation or business

b) Detalsandidentity of the subject matter of insurance
c) Previousand presentinsurance

d) Wealthof the proposer

3. Whereaproposal formisnot used, theinsurer shall record theinformation
obtained oraly or inwriting, and confirm it within aperiod of

a 15days b) 30days
c) 45days d) 60days
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4.  Any personmeakingdefaultin complying withthe Statuary Warning for Prohibition
of Rebates under Section 41 of the Insurance Act 1938 shall beliablefor a
penalty which may extendto

ad 1LakhRupees
b) 2LakhRupees
¢) 5LakhRupees
d) 10LakhRupees

7.6 MEDICAL QUESTIONNAIRE

In caseof adversemedical history inthe proposal form, adetailed questionnaireisto
be compl eted that will contain questionsrel ated to the diseases such as Diabetes,
Hypertension, Chest pain or issuesrelated to heart etc. The questionnaireisto be
supported by aform completed by adoctor/consulting physician.

The underwriting department takes the help of the company's panel doctor who
examinestheform, based on whose opinion, acceptance, exclusion, etc. are decided.
The proposal form and itsannexures shall be attached to the policy document as per
theregulationsof IRDAI and the same should a so be sent to theinsured for his/her
records.

7.7 ROLE OF INTERMEDIARY

Theintermediary hasaresponsibility towards both partiesi.e. insured and insurer.
Insuranceintermediariesserveasabridge between consumers (seeking to buy insurance
policies) and insurance companies (seeking to sall those palicies).

Anintermediary hasadigtinct roleto play intheentirelifecycleof aproduct, fromthe
point of sdethrough palicy servicing, uptodamsarvicing or settlement. Anintermediary
must giveaprospect al relevant informati on about asuggested insurance so they can
choosethe best one. Moreover, he or sheisaccountablefor ensuring that theinsured
givestheinsurer accesstodl relevant information concerning therisk. Theintermediary
isexpected to advise the prospect with compl ete di sclosures and transparency. After
thesale, theintermediary must coordinate effectively between the customer and the
insurer for policy servicing aswell asclaim settlements.
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7.8 DUTY OF AN INTERMEDIARY TOWARDS
PROSPECT (CLIENT)

Asper the|RDAI regulations”Aninsurer or itsagent or any other intermediary shall
provided |l material information to the prospect in respect of aproposed cover sothat
the prospect can decide the best cover for him/her. If the prospect isrelying onthe
adviceof theinsurer or hisagent or aninsuranceintermediary, adviseto the prospect
must be providedinafair manner.

If for any reason, customer is not filling the proposal form or any other related
documents, acertificate may beincorporated at the end of proposal form stating that
the contents of the form and documents were fully explained to him, and he has
understood it well including the termsand conditions of the proposed contract.

7.9 ACCEPTANCE OF THE PROPOSAL

We have seen that acomplete proposal form broadly givesthefollowinginformation:
Detailsof theinsured
Detailsof the subject matter

Typeof cover required

Detailsof the physicd featuresboth positiveand negative
® Previoushigtory of insuranceandloss

Intheevent of ahealth insurance proposal, theinsurer may additionally suggest that
thepotential client, whoisover 50yearsold, visit adoctor and/or haveaphysical. The
insurer makes a choice based on the datain the proposal form, the medical report,
and the doctor's advice in caseswhere amedical check-up hasbeen indicated. A
supplementary questionnaireto gather moreinformation fromthe potential customer
may be necessary in some caseswherethemedical history isunsatisfactory.

Theinsurer then choosestherate to be applied to therisk factor and computesthe
premium using avariety of variables, which isthen communicated to theinsured. The
insurer processes proposa squickly and effectively, and it promptly notifies applicants
inwriting of any decisionsmadein connection with such proposals.
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7.10NOTES ON UNDERWRITING AND PROCESSING OF
PROPOSALS

Asper IRDAI guiddines, theinsurer hasto processthe proposal within 15days. The
agent isexpectedto kegptrack of thesetimelines, follow up internally and communicate
with the prospect / insured as and when required by way of customer service. This
entire processof scrutinizing the proposal and deciding about acceptanceisknown as
underwriting.

. INTEXT QUESTIONS 7.2

1.  Incaseyouhaveanadversemedical history intheproposal form

a)
b)

©)
d)

Youwill bedeniedto get aninsurance cover

Insurance policy may begiven after filling adetailed questionnairerelated
tothedisease

Both of the above

Noneof theabove

2. Whichof thefollowing entitiesisan Insurance Intermediary?

a)
b)
©)
d)

Agentsand Brokers

Surveyors

Third Party Administrators (TPAS)
All of theabove

3. Which of thefollowing statement istrue with respect to therole of insurance
intermediaries?

a)

b)

©)
d)

Theintermediary hasaresponsibility towardsboth partiesi.e. insured and
insurer

Intermediary hasanimportant roleat thepoint of sdethrough policy servicing
Roleof intermediary isimportant in claim settlement
All of theabove
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4.  Asperguiddines, aninsurance company hasto process aninsurance proposal
within
a 7days
b) 15days

c) 30days

d) 45days

©-| WHAT YOU HAVE LEARNT

Theproposd formisthefirst document which an Insurance company usesfor collecting
theimportant information about the prospect. Information collected from the proposal
form shdl not be shared with any third party, except with the statutory authoritiesor in
caseitisrequired for the purpose of underwriting the policy of thesameindividual or
claim settlement. The IRDAI has specified theformat of the standard declarationin
the hedlth insurance proposal whichisto befollowed by all theinsurance companies.

Proposal formwould contain different number and types of questionsthat may vary
according to theinsurer and the concerned class type of insurance. In persond lines
of insurancelike health insurance, personal accident insurance and travel insurance,
guestionsrelated to the heal th of the prospect, lifestyleand habits, medical history,
hereditary traits, pre-existing health conditions, past insurance, detailsof proposed to
beinsured, optiona covers, etc. areincluded. Thisinformationwill help theunderwriter
in ng therisk associated with the health of theclient.

In caseof adversemedical history inthe proposal form, adetailed questionnaireisto
be compl eted that will contain questionsrelated to the diseases such as Diabetes,
Hypertension, Chest pain or issuesrelated to heart etc. The questionnaireisto be
supported by aform completed by adoctor/consulting physician.

Insuranceintermediaries serveasabridge between consumers (seeking to buy insurance
policies) andinsurance companies(seeking to sdll thosepalicies). Anintermediary has
adigtinct roleto play intheentirelifecycleof aproduct, from the point of salethrough
policy servicing, upto claim servicing or settlement. Asper IRDAI guidelines, the
insurer hasto processthe proposal within 15 days. The agent is expected to keep
track of thesetimelines, follow up internally and communicate with the prospect /
insured asand when required by way of customer service.
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ml!lll»

TERMINAL QUESTIONS

o)

=

Explainwhy aProposd formisanimportant instrument for collectinginformation

about theclient?

N

What information is collected in aProposal form and how theinformation

collected isutilized by theInsurance Company?

3. What arethedifferent el ementsof aProposal formin heath Insurance?

4.  Explaintheroleand dutiesof anintermediary towards prospect (client).

‘E ANSWERS TO INTEXT QUESTIONS

7.1

1.2

2.

3.

4.

©
©
@
@

()

()
()
(b)

Proposal form

Wealth of the proposer
15days

10 Lakh Rupees

Insurance policy may begiven after filling adetailed questionnaire
related to the disease

All of theabove
All of theabove
15days

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplainthecontent of aproposal formtotheclient

® Toasssyourdientineffectively filling the proposal formfor ahedthinsurance
policy
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DOCUMENTATION PREMIUM &
OTHER CONCEPTS

8.0 INTRODUCTION

Inthe previouschapter you have understood that theinsurance company getsto know
about their customer and their insurance needsonly through the documentslike proposal
form, that are submitted by the customer. Along with the proposal form someother
documentation isalso required which includes Premium receipts, Policy document,
Conditions, Warranties and Endorsements, etc. Thereare Anti -Money laundering
and know your customer guidelineswhich areimportant and shal beadhered to at the
time of getting businessfor the company. Thischapter will focus on these concepts
andwill helpyouinlearning theimportance of these concepts.

3.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Explanthemeaningandimportanceof Premium receipts

® Describethe Methodsof payment of premium

®  Explaintheconceptslike Conditions, Warrantiesand Endorsements
o

ExplaintheAnti -Money laundering and know your customer guideines

8.2 PREMIUM

8.2.1 Premium Receipts

A receipt given by theinsurance agent on behalf of theinsurer or by insurer itself,
which provides confirmation, that payment hasbeen received isknown as Premium
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Receipt. A receipt is also to be issued in case anyadvance payment of
premium.Policyholder will get thereceipt for the payment of First Premium aswell as
Renewd Premium.

8.2.2 Payment of Premium in Advance

Asper the section 64V B of the InsuranceAct 1938, premiumisto be paidin advance
by theclient for starting aninsurance contract. No insurance company will assumethe
risk until the premium isreceived or guaranteed. Soitisnecessary for the prospect or
aclienttofirst pay the premium, and then only the contract between theinsured and
insurer will be started. Asper theIRDAL, "No risk to be assumed unlesspremiumis
receivedinadvance." Theimportant information of section 64V B ismentioned below
for your reference and understanding:

1.  Noinsurer shal assumeany risk in Indiain respect of any insurance business
unlessthe premiumispaid or isguaranteed to be paid by the prospect/insured
inaprescribed manner.

2. Inthecaseof risksfor which premium can be ascertained in advance, therisk
may be assumed not earlier than the date on which the premium has been paid
incash or by chequeto theinsurer. Wherethe premiumistendered by postal
money-order or cheque sent by post, therisk may be assumed on the date on
which themoney-order isbooked or the chequeisposted, asthe case may be.

3. Anyrefund of premiumwhich may becomedueto aninsured on account of the
cancellation of apolicy or ateration initstermsand conditions or otherwise
shall bepaid by theinsurer directly totheinsured by acrossed or order cheque
or by postal money order and aproper receipt shall be obtained by theinsurer
from theinsured, and such refund shall in no case be credited to the account of
theagent.

4.  Whereaninsuranceagent collectsapremiumonapolicy of insurance on behalf
of an insurer, he shall deposit with, or despatch by post to, theinsurer, the
premium so collected in full without deduction of his commission within
twentyour hoursof the collection excluding bank and postal holidays.

5.  Thereareexceptionsto the above pre-condition payment of premium. The
IRDAI may, fromtimetotime, specify, by theregulationsmadeby it, themanner
of receipt of premium by theinsurer.
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8.2.3 Method of Payment of Premium Health Insurance

Thepremiumisto be paid by the prospect or client for buying an insurance policy
orby the existing policyholder to an insurer. As per the 'Insurance Regulatory
Development Authority (Manner of Receipt of Payment) Regulations, 2002', the
payment of premium may bemadein any oneor more of thefollowing methods:

Notes
Cash
Banking
E-transfer Negotiable
Instrument
M ethods of
Payment of
Premium
Internet Crgdit or
Debit cards
Bank
Guaranteeor
Cash Deposit

Figure8.1: Methods of Payment of Premium
3 Cashy

b)  Any recognized banking negotiableingtrument such ascheques, including demand
drafts, pay order, banker's cheques drawn on any schedulebank in Indig;

c)  Posta money orders,

d) Creditor debit cardsheldin his’her name;
€  Bank Guaranteeor Cash Deposit;

f) Internet;

g  E-trander;

h)  Direct creditsviastanding instructionsof proposer or the policyholder orthelife
insured through bank transfers;
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)

Any other method of payment asmay be approved by theIRDAI fromtimeto
time™"

As per IRDAI Regulations, in case the proposer / policyholder opts for
premiumpayment through net banking or credit / debit card, the payment must
be madeonly through net banking account or credit / debit card issued inthe
name of such proposer / policyhol der.

8.3 POLICY DOCUMENT

Thepolicy isaforma document which providesan evidence of the contract ofinsurance.

Insurance Regulatory and Devel opment Authority of India(Protection of Policyholders
Interests) Regulations, 2017 specifieswhat aheathinsurance policy should contain:

" A health insurancepolicy shall clearly state:

()  Thenameof thepolicyholder and the namesof each beneficiary covered, Unique
| dentification Number of the product,name, code number, contact detailsof the
personinvolvedin salesprocess,

(i) Dateof birth of theinsured and corresponding agein completed years;

(i) Theaddressof theinsured;

(v) Theperiod of insurance and the date from which the policyhol der has been
continuoud yobtai ning healthinsurance cover in Indiafrom any of theinsurers
without bresk;

(v) Thesumsinsured;

(vi) Thesub-limits, Proportionate Deductionsand the existence of Packageratesif
any, with cross-referenceto the concerned policy section;

(vii) Co-pay limitsif any;

(viii) ThePre-Existing Disease (PED) waiting period, if applicable;

(iX)  Specificwaiting periodsasapplicable;

(xX)  Deductibleasapplicable- genera and specific, if any;

(x) CumulativeBonus,if any;

(xii) Periodicity of payment of premiuminstament;

(xiii) Policy period;

(xiv) Policy terms, conditions, exclusons, warranties,
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(xv) Actionto betaken ontheoccurrenceof aclaimfor cashlessand reimbursement
optionsseparately;

(xvi) Detalsof TPA, if any engaged, their address, toll free number, website details;

(xvii) Detailsof Grievance Redressal mechanism of insurer;

(xviii) Freelook period facility and portability conditions;

(xix) Policy migrationfacility and conditionswhereapplicable;

(xx) That, onrenewal, the policy could be subject to certain changesin termsand
conditionsincluding changein premiumrate;

(xxi) Provisonfor cancellation of thepolicy; and

(xxii) Address and other contact details of Ombudsman within whose territorial
jurisdictionthebranch or office of theinsurer or theresidential addressor place
of residence of the policyholderislocated.

In addition to the above, asper Insurance Regulatory and Devel opment Authority of
India(Health Insurance) Regulations, 2016, "the policy document shall also contain:

1.  Procedurefor claimssubmission, timelinesand possible course of action, if
timelinesfor claimsubmission are not adhered to along with all the claims
documentsrequired for claimprocessing.

2. Sublimitsgpplicableonany of thecoversofferedinthe hedthinsurance product
and theimpactof such sub-limitson other coversprovided intheproduct, if any,
shall beclearly spelt out.

3. Pend interest provision shdl invariably beincorporated in the policy document

4.  TheTPA(s) detalls, if any along with the compl ete addressand contact numbers
shall beattached to the policy document. It shall al so be mentioned that the
updated list of the TPAswillbeavailableinthewebsite of theInsurers.”

8.4 CONDITIONS AND WARRANTIES

Conditions and warranties are two important elements which are used in policy
wordings.You should have clarity about thesetwo termsasthese areto be explained
to the prospect whileexplaining theinsurance product.

8.4.1 Conditions

A conditionisaprovision in an insurance contract which formsthe basis of the
agreement.A condition indicates that event or a situation on the occurrence or
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nonoccurrence of which rightsof insurer or insured may be empowered or denied. A
condition may beeither implied or express. Expressconditionsarepecificaly mentioned
inthe contract whereasimplied conditionsare unwritten conditionswhich arederived
fromthebasi ¢ principlesof insurance namely, Utmost Good Faith, InsurableInterest,

etc.

EXAMPLES:

a

Oneof themost common standard condiitionsavailablein most insurance policies
daesthat if inany caseif theclamisfoundto befraudulent or any fasedeclaration
ismade by theinsured or hisrepresentative or loss or damage be occasioned
by thewilful act, or with theinvolvement of theInsured, thea | benefitsunder
thispolicy shdl beforfeited.

The Claim Intimation conditioninaHed th policy may state:Claim must befiled
within certain daysfrom date of dischargefrom theHospital. However, waiver
of this Condition may be considered inextreme cases of hardship whereitis
proved to the satisfaction of the Company that under the circumstancesinwhich
theinsured was placed it was not possiblefor him or any other personto give
such naticeor fileclaim within the prescribed time-limit.

Exclusion conditioninaHeath Insurancepolicy soecify that any allment/disease/
injuriesthat the person is suffering from, (treated/ untreated, declared or not
declared intheproposa form) whiletaking policy for thefirst timeareexcluded.
Further any complicationsarising from pre-existing ailment/diseasefinjurieswill
be considered asapart of that pre-existing health condition.

Specid condition of Co-Payment: Theremay beacopayment conditionin some
hedlthinsurance policy whereyou haveto bear 20% of thefinal claimamount if
theentry age/ age of theinsured person at thetime of first buying of insurance
policy isgreater than or equa to 61 years. Theliability of theinsurance company
isrestricted to remaining 80% of the claim amount, subject to theavailable sum
insured.

A breach of condition makesthe policy voidable at the option of theinsurer. As per
'IRDAI (Protection of Policyholders Interests) Regulations, 2017', " Theinsurersmay
a so attempt to broadly categorize policy conditionsintofollowing, soasto giveclarity
and understanding of the conditionsto the policyhol der:

0]
(i)

Conditions precedent to the contract;

Conditions applicable during the contract;
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(i)  Conditionswhenaclaim arises,

(iv) Conditionsfor renewa of thecontract.”

8.4.2 Warranties

A warranty clauseinaninsurance policy stipul atesthat specific conditions, events, or
factsmust exist either before or after the contract comesinto effect. Warrentiesare
used ininsurance contractsto restrict theinsurer'sliability in specific situations. To
lessentherisk, insurersa so add warrantiesin apolicy. With awarranty, theinsuredis
required to fulfil anumber of requirementswithin aset timeframe and during the
duration of the policy; theinsurer'sliability iscontingent upon theinsured'sadherence
totheseobligations. Theimportance of warrantiesin managing and reducing risk cannot
be overstated.

A warranty isacondition expresdy statedinthepolicy which hasto beliteraly complied
withfor validity of thecontract. It isspecifically specified inthepolicy. Warranty isa
part of thisagreement. Itisasectioninthepolicy manual. Itisaprerequisitetothe
contract (which takes precedence over other clauses). Whether or not it isrelevant to
therisk, it must befollowed and adhered to strictly and literally.

Evenwhereitisamply proved that the violation has not caused or contributed to a
specificloss, the policy may bevoided at theinsurers discretionif awarranty isnot

upheld.

For example, to obtain aHealth Insurance policy, an insured party may haveto
warrant that he does not suffer from aterminal disease. If awarranty made by an
insured party turnsout to be untrue, theinsurer may cancel the policy and refuseto
cover clams.

Another examplefrom Fireinsurance would bewhere aninsured party warrantsthat
the property whichiscovered by afireinsurance policy will never beused for mixing
of explosives, theinsurer may cancel the policy if theinsured party decidesto start
mixing explosives on the property. Or, warranty may be related to fixing of Fire
Extinguishing Appliancesin the property and if theinsured hasnot installed thefire
extinguisher, the claim may berejected by thelnsurer.

. INTEXT QUESTIONS 8.1

1 isgiven to apolicy holder, by the insurer or an agent on
behdf of theinsurer, which provides confirmation, thet payment hasbeen received.
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Health Insurance a Conditions
b) Renewa Notice
c) Endorsements
d) PremiumRecept
2. Ifapremiumispaid by thecheque, thenwhichof thefollowing atement is true?
Notes

a Therisk may be assumed by the company on the datethe chequeisposted

b) Therisk may be assumed by the company on the dateinsurance company
deposited the cheque

c) Therisk may beassumed by the company on the date insurance company
received the cheque

d) Therisk may beassumed by the company on thedate proposer issued the
cheque

3. Aninsuranceagent shall deposit or dispatch the premium collected by post to
theinsurer within

a 24Hours
b) 36hours
c) 48hours
d) 72hours
4.  Thepremium can be made by which of thefollowing mode?
a8 Cash
b) Creditor Debit Cards
c) ETransfers
d) All of theabove

5. Which of the following document provides an evidence of the contract of
insurance?

a Waranty
b) Renewa Notice
c) Pdlicy

d) Endorsement
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6.

Which of thefollowing document isnot apart of ahealth insurancepolicy?
a) Dateof birthof theinsured

b) Detailsof thepre-existing disease (PED)

c) Horoscopeof theinsured

d) Detailsof TPA

Which of thefollowingisaprovisioninaninsurance contract that formsthe
basisof the agreement?

a Warranty

b) Renewa Notice
c) Condition

d) Endorsement

Theliability of theinsurer under certain circumstancesin aninsurance contract
can belimited using

a) Warranties

b) Renewa Notice

c) Condition

d) Endorsement

Which of the below statement iscorrect with regardsto awarranty?

a Awarranty isaconditionwhichisimplied without being statedinthepolicy
b) A warranty isacondition expressy statedinthepolicy

c) A warranty isaconditionexpressy stated inthe policy and communicated
totheinsured separately and not as part of the policy document

d) If awarranty isbreached, theclaim can till bepaidif itisnot material to
therisk

8.5 ENDORSEMENTS

Itisthe general practice of insurersto issue policiesin astandard form; covering
certainperilsand excluding certain others. Thereisless scope availableto customize
thepolicy for anindividua client. But ill, if certaintermsand conditionsof the policy
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need to be changed at thetime ofissuance, it isdone by setting out the amendments/
changesthrough adocumentcalled endorsement. Thus, "aninsuranceendorsement is
an amendment or addition to an existing insurance contract which changestheterms
or scopeof theorigina policy. Aninsurance endorsement may be used to add, delete,
exclude or otherwise alter coverage”.

Itisattached to the policy and formspart of it. The policy and the endorsementtogether
make up the contract. With the changein the material information, aninsured must
inform the said changesto theinsurer who will incorporate the changeintheinsurance
contract through endorsement.

Endorsementsinapolicy arenormaly requiredin thefollowing cases:
a Ifthereisachangesor Variationsinsuminsured

b)  If aninsurancepolicy ismortgagedtoabanor if therearechangesintheinsurable
interest

c) Ifthereisan Extensionof insuranceby way of additional perilsor extension of
policy period

d) Ifthereisany changeintherisk to becovered, e.g. changeof destinationsinthe
caseof anoverseastravel policy, etc.

e) Iftheproperty istransferred to another location
f) Cancdllation of insurance

g  Changeinthenameor addressof insured, etc.
SPECIMEN ENDORSEMENTS

Examplesof certain endorsements phrasing are given below for your reference:

Cancellation of policy

At therequest of theinsured, theinsurance by thisPolicy ishereby declared tobe
cancelled asfrom <date>. Theinsurance having beeninforcefor aperiodover nine
months, no refund isdueto the Insured.

Extension of cover to additional member in thePolicy

Attheregquest of theinsured, it ishereby agreed toinclude Miss. RamaM ehta,daughter
of theinsured and aged 4 yearswith asum insured of Rs. 5lakhsin thepolicy with
effect from <date>. In consideration, thereof an additional premium of
RS ishereby chargedto theinsured.
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8.6 INTERPRETATION OF POLICIES

Insurance policiesarewritten by insurers, and insurance contractsare expressed in
writing. These policies must be read in accordance with specific guidelines for
construction or interpretation that have been set forth by numerous courts. The most
important construction principleisthat the parties intentionsmust take priority; this
intention can befoundinthepolicy itself. Thegenera rulethat the policy wasdrafted
by theinsurer will beapplied by thecourtsto interpret unclear policiesinfavour of the
insured and against theinsurer. Policy wordingsare understood and interpreted as per
thefollowingrules:

a  Anexpressor written condition overridesan implied condition except where
thereisinconsistency indoing so.

b) Intheevent of acontradictionintermsbetween the standard printed policy
form and thetyped or handwritten parts, thetyped or handwritten partisdeemed
to expresstheintention of the partiesinthe particular contract, and their meaning
will overrulethose of theoriginal printed words.

c) If anendorsement contradictsother parts of the contract the meaning of the
endorsement will prevail asitisthelater document.

d) Clausesin italics over-ride the ordinary printed wording where they are
inconsistent.
€e)  Clauses printed or typed in the margin of the policy are to be given more

importance than thewording within the body of the palicy.

f) Clausesattached or pasted to the policy override both margind clausesand the
clausesinthebody of thepoalicy.

g  Typewrittentext or text produced by arubber sampimprinted withink replaces
printed text.

h)  Handwrittentextisgiven preference over typed or stamped text.

i) Intheevent of uncertainty or unclear communication, standard grammar and
punctuation standardsare used.

1. Construction of policies

A contractua agreement between theinsurer and theinsured isdocumented
by aninsurance policy. Contractsfor insurance are subject to the standard
principlesof construction and interpretation used by courtslikeany other
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Health Insurance contract. Themain principle of contract interpretation isthat the parties
intentionsarewhat matter most and the policy statement itself must beused
to determinethat objective. A proposal form, provisions, endorsements,
warranties, and other documentsare attached to the policy document and
areregarded asacomponent of the contract.

2. Meaning of wordings

Notes Thewords used should beinterpreted in their common and popul ar sense.

The meaning of thewords should beinterpreted in the sameway that an
ordinary personwould. Wordswith acommon businessor trade meaning,
ontheother hand, will beinterpreted with that meaning unlessthe context
of the sentenceindicates otherwise. Wherewords are defined by law, the
meaning of that definition will be appliedin accordance withthelaw. Many
termsused in insurance policies have been the subject of previouslegal
decisonsthat will befollowedinmost cases. Again, ahigher court'sdecison
ishinding on alower court'sdecis on. Unlessotherwise specified, technical
termsmust dwaysbegiventheir technica meaning.

8.7 RENEWAL NOTICE

Themgjority of non-lifeinsurance policiesareissued on an annua basis. Thereisno
legd requirement for insurersto notify theinsured that hispolicy isdueor will expire
on aspecific date. However, as amatter of courtesy and good business practise,
insurersgenerdly send out arenewa noticeprior tothepolicy'sexpiration date, inviting
renewal. Thenotice containsall of the policy's pertinent information, such asthesum
insured, theannua premium, and so on. Itisaso customary toincludeanoteinforming
theinsured that any material changesintherisk should bereported.

Theinsured'sattention should al so be drawn to the statutory requirement that no risk
be assumed unlessthe premiumispaidin advance.

8.8 ANTI -MONEY LAUNDERING AND KNOW YOUR
CUSTOMER GUIDELINES

Money laundering isthe process of passing illegally obtained cash through financia
systemssothat it appearsto belegally obtained. Money laundering isthe processby
which criminalstransfer fundsin order to conceal thetrue origin and ownership of
criminal proceeds. Money canloseitscrimina identity and appear |egitimatethrough
thisprocess.
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Criminalsattempt to launder money by using financial services such asbanksand
insurance. They conduct transactionsunder fal seidentities, such aspurchasinginsurance
and then withdrawing the money before disappearing oncetheir purposeiscompleted.

Stepsto prevent such money laundering attempts have been made by governmentsall
over theworld, including India. The Prevention of Money Laundering Act waspassed
by the government in 2002. Soon after, the IRDAI issued Anti-Money Laundering
guidelines, which indicated appropriate measuresto determine the trueidentity of
customersrequesting insurance services, reporting of suspicioustransactions, and proper
record keeping of casesinvolving or suspected of involving money laundering.

Given the potential risk of amoney launderer using financial services, insurance
companiesshould make reasonabl e effortsto determinethetrueidentity of customers.
Every customer must be properly identified, according to the Know Your Customer
guidelines, by collecting thefollowing documents:.

1.  Addressverification

2. Recent photograph

3. Fnancid status

4.  Purposeof insurance contract

To establishtheidentity of customers, theagent isresponsiblefor collecting documents
at thetimeof bringinginbusiness:

1. Incaseof Individuals- Detailslikefull name, address, contact numbers of
insured with I D and addressproof, PAN number, Aadhar Card, full bank details
for NEFT purposesand proof of residenceareto be collected

2. Incaseof corporates- Certificate of Incorporation, Memorandum andArticles
of Association, Resolution of the Board of Directors, Power of Attorney to
transact the business, copy of PAN card, etc. areto be collected

3. In case of Partnership firms - Registration certificate (if registered),
Partnership deed, Power of Attorney, Proof of identity of individua swith Power
of Attorney, etc. areto be collected

4. Incaseof Trustsand foundations- Registration certificate (if registered),
Power of Attorney granted to transact businesson itsbehalf, Proof of identity of
thetrustees, settlers, beneficiariesand those hol ding Power of Attorney, founders/
managers/directorsand their addresses, and Resol ution of the managing body
of thefoundation/association, etc. areto be collected.
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. INTEXT QUESTIONS 8.2

1

Termsand conditionsof thepolicy can bemodified by setting out theamendments

through

a)
b)
©)
d)

Warranty
Endorsement
Alteration

Modificationsarenot possible

| dentify the correct statement?

a)

b)

d)

A renewal notice shall be sent to theinsured 30 daysbeforethe expiry of
thepolicy asalega obligation oninsurers

A renewal notice shall be sent to theinsured 15 daysbeforethe expiry of
thepolicy asalega obligation oninsurers

A renewal notice shall be sent to theinsured 7 daysbeforetheexpiry of the
policy asalegd obligationoninsurers

Asper regulationsthereisnolega obligation oninsurersto send arenewal
noticeto insured before the expiry of the policy

Asper theKnow Your Customer (K'Y C) guidelines, identification of thecustomer
should be properly doneby collecting which of thefollowing documents?

a)
b)
©)
d)

Addressverification

Recent photograph

Purpose of insurance contract
All of theabove

ismovingillegally acquired cash through financid systems

sothat it appearsto belegally acquired.

a)
b)
©)
d)

Know your Customers
Money Laundering
Anti-Money Laundering

Noneof theabove
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©-| WHAT YOU HAVE LEARNT

A Premium receipt given out to apolicy holder, by theinsurer or an agent on behalf of
theinsurer, which provides confirmation, that payment has been received. Asper
InsuranceAct, premium isto be paid in advance, before the start ofthe insurance
cover. Therearemany methods by which you can pay your premium. Thepolicy isa
formal document which provides an evidence of the contract of insurance. This
document hasto be stamped in accordance with the provisions of thel ndian Stamp
Act, 1899.

A conditionisaprovisoninaninsurance contract whichformsthe basisof theagreement
and a breach of condition makes the policy voidable at the option of the
insurer.Warrantiesare used in aninsurance contract to limit theliability of theinsurer
under certain circumstances. Insurersa soincludewarrantiesin apolicy to reducethe
hazard.It isthepractice of insurerstoissue policiesinastandard form; covering certain
perilsand excluding certain others.If certain termsand conditionsof thepolicy needto
be changed at thetime of issuance, it isdone by setting out the amendments/ changes
through adocumentcalled endorsement. Thereisno legal obligation on the part of
insurersto advisetheinsured that hispolicy isdueor expire onaparticular date.

TheAnti-Money Laundering guidelinesissued by IRDAI indicate suitable measuresto
determinethetrueidentity of customersrequesting for insurance services, reporting of
suspicioustransactionsand proper record keeping of casesinvolving or suspected of
involving money laundering. According to Know your Customer Guidelines, theagent
isrequired to collect certain documentsat thetimeof bringing in businessto establish
theidentity of customers.

ml!lll»

TERMINAL QUESTIONS

o)

=

Explaintheprovisonsrelated with the payment of premiumin advance.
2. What should bethe contents of the Health Insurance Policy?

3. What doyou understand by Conditionsand Warranties? Explain theimportance
of Conditionsand Warranties.

4.  Explainthe purpose of endorsement in aninsurancepolicy. Give examplesof
endorsements.

5.  Writeadetailed noteon Anti -Money Laundering and Know Your Customer
Guiddines
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‘E ANSWERS TO INTEXT QUESTIONS

8.1

8.2

3.

4.

©
@
@
()
(©
(©
(©
@
()

(b)
(d)

()
(b)

Premium Receipt

Therisk may be assumed on the date on which the chequeis posted
24 Hours

All of theabove

Policy

Horoscope of theinsured

Condition

Warranties

A warranty isacondition expresdy stated in the policy

Endorsement

Asper regulationsthereisnolegal obligation oninsurersto senda
renewal noticetoinsured beforetheexpiry of the policy

All of theabove

Money Laundering

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

I To explainthe conditionsand warranties of theinsurance contract to the prospect
whileexplaining theinsurance product.

I Torecall and explain the Anti -Money laundering and know your customer
guiddines
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9.0 INTRODUCTION

You havedready understood the meaning and process of underwritinginthe previous
chapters. Theroleof an underwriter isto evaluatearisk of insuring anindividua inthe
caseof lifeinsuranceor heathinsurance. If it'sprofitablefor aninsurance company to
takethechanceon providing insurance, the underwriter then setsapriceand establishes
theinsurance premium that will be charged in exchangefor taking onthat risk.This
chapter will hel p you understand how the underwriting isdonein health insurance.

9.1 OBJECTIVES

After reading thislesson, youwill beableto:

Describethe concept and process of Underwritingin case of Health Insurance
Explaintheclassification of therisk
Explaintheneed of Underwritingin Health Insurance

Describe and apply theguidelinesrelated with Health Insurance Underwriting

9.2 BASICS OF UNDERWRITING

9.2.1 Meaning of Underwriting

Underwriting isthe process where an underwriter assessestherisk and decidesthe
premium and terms on which theinsurance cover shall be granted totheinsured or a
client. Thus, itisaprocessof selection of risk and accordingly pricethat risk.
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Insurerscollectsinformation fromthedient or proposer and then andyzethisinformation
for assessing therisk, on the basis of which decision istaken whether toinsurea
proposer or reject his’her proposal form. If an Insurer decidesto insure aproposer,
the next step isto decidethe premium, termsand conditionsof aninsurancepolicy in
order to make areasonable profit from taking such risk. Thisentire processisknown
asUnderwriting.

L et us now understand how underwriting isdonein Health Insurance. The major
factor that isconsideredinlifeinsurance underwritingisMortality rate, or death rate.
But in case of Health insurance underwriting, the concept of morbidity isused. The
practica definition of morbidity usedinHedlth Insuranceistheincidenceor prevaence
of adiseaseor al diseasesin adefined popul ation. Here morbidity isdefined asthe
likelihood and risk of aperson becomingill or sick thereby requiring treatment or
hospitalization. Statisticians also define the morbidity astherate of occurrence or
devel opment of adiseasein adefined population. Morbidity isalwaysexpressed asa
rate.

Toalargeextent, morbidity isgenerally influenced by the age of the person aschances
of becomingill or sick ishigher in senior citizensthan in young adults because of
weakening immunity. Morbidity alsoincreasesdueto various other adversefactors,
such asbeing overweight or underweight, persona history of certain past and present
diseasesor aillments, genetic diseases, persona habitslike smoking, drinking acohol,
current headlth statusand a so occupation of the proposer if it isdeemed to be hazardous.
Conversely, morbidity also decreasesdueto certain favorablefactorslikelower age,
ahedthy lifestyleetc.

9.2.2 Need for Underwriting

Underwriting isassumed to bethe back bone of insuranceindustry. Inhealthinsurance,
underwriting is oftenviewed from two different perspectives. Insurersthat focuson
technica soundnessand arebeing too selectiveand careful whiletaking arisk, limit the
intakeof new customersand prevent theinsurance company for creating abig pool for
spreading therisk uniformly. Ontheother hand, if therisk isaccepted carelessy or for
insufficient premiums, it will leed totheinsurer beinginsolvent. It isthereforeimportant
for aninsurance company to strike acorrect balance between therisk and generating
business.

The underwriter hasto strike abalance between both approaches according toits
company policies, philosophy and risk appetite. The main task of underwriter isto
classify therisk, decide whether to accept or reject the proposal and decidetheterms
of acceptanceat appropriate pricing.
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Tobefair to policy holders

Reasons for

. Tokeep thepremium competitive
Underwriting

Tomaintain ahealthy and viable portfolio

Figure9.1: Reasonsfor underwriting
Someof thereasonsfor Underwriting are:
® Tobefairtopolicyholders
®  Tokeepthepremium competitive

® Tomaintainahedthy andviableportfolio

9.2.3 Underwriting - Risk Assessment

Underwritingisthe processby insurersfor eva uating and ngtherisksassociated
withanindividua or agroupinaninsurance policy. It helpsin calculating the correct
premium for aninsured. Every identical risk should berated equaly and without any
partiality, and the risk acceptance procedure should befair and based on an equitable
bass. Standard acceptance chartsaretypically used for thisclassification, whereeach
depicted risk isquantified, and premiumsare determined in accordance.

Asaready explained, the age of aperson isanimportant factor which affects both
mortality and morbidity. Itisimportant to kegpinmind that disease can occur frequently
andtypically occurslong beforedeath. Therefore, it makes sensethat theunderwriting
standardsand rulesfor health coverage are substantialy stricter than thosefor death
coverage.

Example

A diabetic person having uncontrolled high sugar level have higher chance of having
cardiac or kidney complicationswhich requires multiple hospitalization during course
of insurance coverage than of death. Thisperson would berated at ahighrisk for
medica underwritinginhealthinsurance.

In health insurance, underwriter lay more emphasis on medical factors (medical
underwriting) ascompared to financial underwriting. Although underwriter of Health
Insurance Company cannot ignorefinancia underwriting asit isimportant to ascertain
insurableinterest aswell asto check the acceptance of adverse selection for ensuring
continuity inhealthinsurance.
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9.2.4 Factor s affecting Mor bidity (Chance of IlIness)

Thefactorsaffecting morbidity should betaken up with utmost carewhileassessing
risk. They areasfollows:

a) Age Generaly it isassumed that as the age advances the morbidity also
increases. The chance of becomingill or contacting with diseaseishigher in
caseof senior citizens as compared to young adults because to poor immunity.
Onthebasis of degree of risk and age of insured, theinsurance premiumis
decided. For example: the premium ishigher for the person who ismorethan
45 years of age becausethe probability of occurrence of chronic diseaselike
hyper tension, diabetes, heart disease or alike morbidity ismuch higher. The
insurance premium rates of infantsand children area so higher ascompared to
young adultsdueto higher probability of infection and accident risks.

Factor saffecting M or bidity

|
N N N N N N N N

|
_ . Family o .. Past  Current Environmet

Age Gender Habits Occupation Histor){/ Buld jjinessor  Hesith and
Surgery Status Residence

Figure 9.2: Factorsaffecting Morbidity

b)  Gender: Thereare somerisksassociated with aparticular gender. Thereare
lot of scientific studieswhich showsthere are some diseases more proneto
specific gender. For example: Women are exposed to extrarisk of morbidity
during pregnancy time. The malesare more proneto heart attacksaswell as
job related accidents as compared to women as they are more engaged in
hazardous occupation.

)  Habits Consumption of tobacco inany form, alcohol or narcoticsinany form
hasadirect bearing onthe morbidity risk. Thereishigh morbidity ratefor the
personwho hasahabit of consuming these substances.

d)  Occupation: In someoccupationslikedriver, blaster, chemical factoriesetc.
there are higher chances of meeting with an accident as compared to other
occupations. Smilarly, in someoccupationslike X ray machineoperator, asbestos
industry workers, miner etc. have higher health related risk. Thesearecalled
occupational hazardsor risk which enhanceshigh morbidity.

e) Family history: Genetic factorscaninfluence diseaseslike asthma, diabetes
and certain cancersand has greater relevance. Thesefactorsimpact morbidity
and should be considered while accepting therisk. The underwriter comesto
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know about these risk through the specific questions asked in proposal form
specifictofamily history.

f)  Build: Strong, thin or average build may aso belinked to morbidity in certain
groups. Body MassIndex (BMI) isaso anindicator to assesstherisk which
hel p in ascertaining underwe ght, overweight or obesity.

g) Pastillnessor surgery: Thisis required because there is possibility of
reoccurrenceof previousillnesswhich can cause physica impa rment. According
tothis, termsand conditionsare decided. For example- aperson suffering from
cataract diseasehavehigh possibility of havingitinother eye. If proposer disclose
any pastillness or surgery, then that disease comesunder preexisting disease
clausewhich get covered after 4 yearsafter taking the health insurance palicy.

h)  Current health statusand other factorsor complaints: Theinsurability
factor and degree of risk are ascertained through proper disclosureand medical
examination.The current medical history of proposer isalso significant for a
underwriter to ascertain the kind of risk possessed by proposer.

i) Environment and residence: Thesed so haverd ationship with morbidity rates.
The person residing in densely popul ated area, high polluted industrial area,
havinglessinfrastructureand medical facilitiespossesshigh morbidity rate.

9.3 UNDERWRITING - BASIC CONCEPTS

9.3.1 Underwriting Purpose

Twogodsareinvolved:

I Toavoid anti-selection that isadverseto theinsurer.

ii.  Tocategorizerisksand maintainfairnessamongthem.

Definition

"Theprocessof ng each health insurance proposd intermsof theleve of risk it

represents, then sel ecting whether or not to giveinsurance and under what conditions,
isreferred to asthe selection of risks.”

"Peoplewho believe or know that they have asignificant risk of sustaining alosshave
atendency to engagein anti-sel ection, al so known as adverse selection, which results
intheir actively seeking insuranceand gaining asaresult.”.
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Example

If theinsurance companiesdo not take adequate precautionsin selecting therisks,
thereisaprobability that applicantswith seriousmedica conditionslike hypertension,
heart disease, cancer or diabeteswho knowsabout their medical conditionsand needs
for hogpitalization would liketo take the health insurance policy and can cause huge
lossesto insurance companies.

In other words, we can say that if insurance company does not exercise selection than
it would be sel ected against and suffer lossesin the process.

9.3.2 Equity among Risks

Definition- Theterm equity refersto the need that candidateswho face comparable
levelsof risk beassigned to the same premium class.

To ascertain theinsurance premium to be charged, insurance company would liketo
follow some standardi zation. So the applicantswith average or standard risk should
pay standard or similar insurance premium but applicantswith high or substandard
risk should pay higher or extrapremium. Insurance companieswould liketo bemore
focused on rating theriskswhich areriskierand apply standardization to mgjority of
averagerisk applicants.

a) Risk classification

"Risk classfication refersto the categori zation of peopleinto variousrisk classes
accordingtotheleve of risk they represent”. Insurer'sunderwriter isinvolvedin
thisprocessto usher equity. Risk classification isapart of overall process of
Underwriting whererisk can be categorized in four mgjor typesof risk, which

areasfollows:
Risk
Classification
|
[ { { {
Standard Preferred Substandard Dedlined
Risks Risks Risks Risks
Figure9.3: Risk Classfication
i. Sandardrisks

The applicantsposi ng thistype of risk have average anticipated morbidity or the
possibility of falingill isaverage. It exhibitssmilar morbidity ratethanwhat is
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assumed in pricing. Standard or same premium ischarged from standard risk
people.

Preferredrisks

The applicants posing thistype of risk have significantly lower than average
anticipated morbidity or thepossibility of falingill isvery less. Thediscountin
standard premium or lower premium can be charged from these applicants. It
exhibitslower morbidity rate than what isassumed in pricing. For example, a
person following ahealthy lifestyleand hasagood routine of exercisehaslesser
chancesof becomingill.

Substandardrisks

Theapplicants posing thistype of risk have significantly higher than average
anticipated morbidity or thepossibility of falingill isvery high. But still these
applicants may be covered under the policy. The extrapremium or loading or
higher premium may be charged from these applicants. Somerestrictionscan
also beimposed on these applicants.

Declined risks

The applicantswho posethiskind of risk have extramorbidity expectationsthat
are so high that they cannot be covered at areasonable price. If an applicant
hasjust undergoneamedical procedure, such assurgery, their application may
occasiondly betemporarily rejected.

9.3.3 Selection Process

Underwriting or the sel ection process may be said to takeplaceat two levels.

a)
b)

Atfiedleve

At underwriting department level

Underwriting or the Selection Process

Fieldor Primary level

Underwriting department level

Figure 9.4: underwriting or the sel ection process
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a)

Field or Primary level

Thisisalso known as primary underwriting. Insurance agent isa so known as
primary underwriter because he getsthefirst-hand information about therisk,
possessed by aproposer to beinsured. Thishel pstheunderwriter of theinsurance
company to assesstherisk and take decision regarding granting of insurance
coverageto prospectiveclient or proposer.

Thereisacolumn named Agent'sconfidentia report inthe proposal formwhich
isto befilled by insurance agent. Thisreport rel atesto specificinformation, an
agent'sjudgement, and suggestionsregarding the proposer.

Similar tothis, aninsurer representative may be asked for amoral hazard report.
Thisinputsfrominsurance agent consist of occupation, income, financia status
and reputation of the proposer.

Moral Hazard

Definition: "Mord hazardisastuationinwhich oneparty with insurancetakes
greater risksthan they normally would without insurance, knowingthat itis
protected against therisk and theinsurer will pay the cost”.

For example-A proposer who issuffering from diseasewhichrequiressurgica
operation would liketo take health insurance policy without disclosing health
conditionto insurer at thetime of proposal stage. Thisis perfect example of
mora hazard where proposer deliberately wantsto buy healthinsurancejust to
takeclamout of it.

I nsurance company should focuson moral hazard becausethiscan provecostly
affairtothem.

Moralehazard

Definition: " Circumstancethat increasesthe probability of occurrenceof aloss,
or alarger than normal | oss, because of aninsurance-policy gpplicant'sindifferent
attitude after theissuance of policy”.

For example: heor she might have carel ess attitude towards his’her health
because of having hedlthinsurancepolicy and knowsthat hospitalization expenses
would be paid by insurer.

Fraud monitoringand roleof agent asprimary underwriter

Thedecision of underwriter whether to accept or reject therisk dependsupon
theinformation or factsdisclosedin proposa form by theapplicant. It'sdifficult
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b)

for theunderwriter of theinsurance company who sitsin the officeto know the
authencity of factsand information disclosedin proposa form.

Theinsurance agent playsasignificant rolein ascertaining the untruefacts
disclosed in proposal form asheisin direct contact with proposer and knows
him very well. Agent can monitor willful non-disclosure or misrepresentation
made by proposer with intent to mislead or do fraud with insurance company.

Underwriting department level

Theseinvolved specidist underwriter and peoplewho areefficientin suchwork.
Underwriting isdone at department or officelevel. And on the basis of pre
decided parameters they take the decision whether to accept or reject the
proposal and if accepted on what terms.

Fileand use Guidelines

It must be kept in mind that every insurance company must develop itsinsurance
productsbefore marketing them, and the underwriting department performsthistask.

. INTEXT QUESTIONS 9.1

1

isthe process of ng therisk appropriately and deciding
thetermson whichtheinsurance cover isto be granted.

a Morbidity

b) Undewriting

c) Podling

d) Noneof theabove

Themainreason(s) for Underwritingis/are:

a) Tobefairtopolicyholders

b) Tokeepthe premium competitive

c¢) Tomaintainahedthy andviableportfolio

d) All of theabove

Which of thefactorswill not affect morbidity (risk of falingill)?
a Age b) Gender

c) Occupation d) Noneof theabove
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4.

10.

b)

d)

Thebasic purposeof underwritingis:

a) Toprevent anti-selectionthat isselection againgt theinsurer
b) Toclassfy risksand ensureequity among risks

c) Bothoftheabove

d) Noneof theabove

meansthat applicantswho are exposed to similar degrees of
risk must be placed in the same premium class.

a Morbidity b) Equity

€) Undewriting d) Poaling

Which of thefollowing factor doesnot affect themorbidity of anindividua?
a Gender b) Spousejob

C) Habits d) Resdencelocation

Health Insuranceis based on the concept of

a Accident Benefit b) DesathBenefit
c) Morbidity d) Mortdity
The processof balancing isdoneby the inaccordancewiththe

philosophy, policiesand risk appetite of theinsurance company concerned.

a Actuay b) ClamManager

c) Underwriter d) Customer

Thejob of the isto classify the risk and decide the terms of
acceptance at appropriate price.

a Actuay b) ClamManager

¢) Underwriter d) Customer

Underwriting isthe process of

Marketinginsurance products
Coallecting premiumsfrom customers
Risk selectionandrisk pricing

Sdling variousinsurance products
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9.4 IRDAI (HEALTH INSURANCE) REGULATIONS, 2016
AND IRDAI (HEALTH INSURANCE) (AMENDMENT)
REGULATIONS, 2019

Guideineson Migration and Portability of health insurancepolicies

Policyholder of some other insurance company may liketo port itspolicy to your
company. Thus, it isimportant for an underwriter to understand the guidelineson
Migration and Portability of health insurance policies. According to IRDAI (Health
Insurance) Regulations 2016 and IRDAI (Hed th Insurance) (Amendment) Regulations,
2019

Definition: "Portability meanstheright accorded to anindividua health insurance
policyholder (including family cover), totransfer the credit gained for pre-existing
conditionsand time bound exclusions, from oneinsurer to another or from oneplanto
another plan of thesameinsurer”. (IRDAI)

Regarding thetransferahility of lifeand hedthinsurancepolicies, IRDAI haspublished
very preciseguidelines. They areasfollows.

Potability in hedlthinsuranceisalowedinfollowing circumstances-

a  Thismust bepermittedinall the healthinsurance policies(individual and
family floater indemnity based) offered by non- lifeinsurersand standalone
hedthinsurers.

b. Anyindividua covered by agroup hedthinsurancepolicy issued by generd
insurer, including family members, hastheright to switch from such coverage
toanindividual healthinsurancepolicy or afamily floater policy withthe
sameinsurance company. After that, at thefollowing renewal, they will
receivetheportability privilege.

c. Everyindividua member, including family memberscovered under an
indemnity based group healthinsurance policy shal be provided an option
of migration at thetimeof exit from group or inthe event of modification of
thegroup policy (including therevisoninthepremiumrates) or withdrawal
of thegroup policy toanindividua heathinsurancepolicy or afamily floater

policy.

1.  Portability can be opted by the policyholder only at renewal and not
duringcurrency of thepoalicy.
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2.

A policyholder desirousof migrating his/her policy shall beallowedto apply to
theinsurance company to migratethepolicy dongwith al membersof thefamily,
if any, at least 30 days before the premium renewal date of his/her existing
policy. However, if theinsurer iswilling to consider even lessthan 30 days
period, then theinsurer may do so.

Migration may besubject to underwriting asfollows:

a. Forindividua policies, if the policyholder iscontinuously coveredinthe
previous policy without any break for a period of four years or more,
migration shall be allowed without subjecting the policyholder to any
underwriting to the extent of the suminsured and the benefitsavailablein
thepreviouspolicy.

b. Migration from group policiesto individual policy will be subject to
underwriting.

Onreceipt of suchintimation, theinsurance company shal furnish thegpplicant,
the Portability Form asset out inAnnexure'l' tothe IRDAIguidelinestogether
withaproposa formand relevant product literatureonthe varioushedthinsurance
productswhich could be offered.

The policyholder shall fill inthe portability form along with proposal formand
submit the sameto theinsurance company.

On receipt of the Portability Form, the insurance company shall address
theexisting insurance company seeking necessary details of medical history
andclaim history of theconcerned policyhol der. Thisshall bedonethrough theweb
portal of the|RDAI.

Theinsurance company receiving such arequest on portability shall furnishthe
requisite datain thedataformat for porting insurance policiesprescribed inthe
web portal of IRDAI within 7 working days of therecel pt ofthe request.

Incasetheexigtinginsurer failsto providetherequisite datain the dataformat to
thenew insurance company within the specified timeframe, itshal beviewed as
violation of directionsissued by theIRDAI and theinsurershall be subject to
penal provisionsunder the InsuranceAct, 1938.

Onreceipt of the datafrom the existing insurance company, the newinsurance
company may underwritethe proposal within 15 daysand convey itsdecision
tothe policyholder in accordance with the Regulation 8(6) of IRDAI (Protection
of Policyholders interests) Regulations 2017.
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10.

12.

13.

14.

15.

If onreceipt of datawithin the abovetimeframe, theinsurance companydoes
not communicateitsdecision to the requesting policyholder within 15daysin
accordancewithitsunderwriting policy asfiled by the companywiththeAuthority,
then theinsurance company shall not retain theright toregject such proposal and
shall haveto accept the proposal.

Wherethe outcome of acceptance of portability isstill awaited from thenew
insurer on thedate of renewal

a. the existing policy shal be allowed to be extended, if requested by
thepolicyholder, for the short period by accepting apro- rate premium for
suchshort period, which shall be of at least one month and

b. theexisting policy shall not be cancelled until such time a confirmed
policyfrom new insurer isreceived or at the specific written request of the
insured

c. thenewinsurer,indl such cases, shdl reckonthedate of thecommencement
of risk to match with date of expiry of the short period,wherever relevant.

d. if forany reason theinsured intendsto continuethe policy further with
theexisting insurer, it shall be allowed to continue by charging a
regularpremium and without imposing any new condition.

In casethe policyholder has opted short period extension as stated aboveand
thereisaclam, thenexigtinginsurer may chargetheba ance premiumfor remaining
part of the policy year provided the claimsisaccepted by theexistinginsurer. In
such cases, policyholder shal beliableto pay thepremium for the balance period
and continuewith existinginsurer for thatpolicy year.

Inorder to accept apolicy whichisporting-in, insurer shall not levy anyadditiona
loading or chargesexclusively for the purpose of porting.

No commission shal bepayableto any intermediary on the acceptance of gported
palicy.

For any healthinsurance policy, waiting period aready e apsed under theexisting
policy with respect to pre-existing diseases and time boundexclusions shall be
taken into account and reduced to that extent under thenewly ported policy.

Note 1. In casethewaiting period for acertain disease or treatment in thenew
policy islonger thanthat in the earlier policy for the samedisease or treatment,
theadditional waiting period should beclearly explained to theincoming policy
holder inthe portabilityform to be submitted by the porting policyhol der.
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16.

17.

Note2: For group health insurance policies, theindividual membersshallbe
given credit asstated above based onthe number of yearsof continuousinsurance
cove, irrespective of, whether the previouspolicy had any pre-existing disease
excluson/timeboundexclusons.

The portability shal be applicableto the suminsured under the previouspolicy
and asoto an enhanced suminsured, if requested by theinsured, tothe extent of
cumulativebonusacquired fromthepreviousinsurer(s) underthepreviouspolicies.

For example- If aperson had aSl of Rs. 2 lakhsand accrued bonus of Rs.
50,000with insurer A; when he shifts to insurer B and the proposal is
accepted,insurer B has to offer him Sl of Rs. 2.50 lakhs by charging the
premiumapplicablefor Rs. 2.501akhs. If insurer B hasno product for Rs. 2.50
lakhs,insurer B would offer the nearest higher dab say Rs. 3lakhstoinsured
bycharging premium applicablefor Rs. 3lakhs Sl. However, portability woul dbe
availableonly upto Rs2.501akhs.

Insurersshall clearly draw theattention of the policyholder inthe policycontract
and the promotional material like prospectus, sales literature orany other
documentsin any form whatsoever, that:

a. al hedthinsurancepoliciesareportable;

b. policyholder should initiate action to approach another insurer, totake
advantage of portability, well beforetherenewa datetoavoid any break in
the policy coverage due to delays in acceptanceof the proposal by the
other insurer™.

9.5

BASIC PRINCIPLES OF INSURANCE AND TOOLS
FOR UNDERWRITING

9.5.1 Basic principles relevant to Underwriting

Therearespecificlegd principlesappliedininsurance and are hel pful in acceptance of
risk. These principlesare a so applied in health insurance and any violation of these
principlesresultsin declinature of liability by insurance company. Themain principles
of insuranceareasfollows:

1)

Utmost Good faith: - "Uberrimafidesisal atin phrase meaning utmost good
faith. Thismeansthat al partiesto aninsurance contract must deal ingoodfaith,
making afull declaration of al materia factsintheinsurance proposa.”
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2)

3)

4)

5)

Definition-"A postiveduty voluntarily to disclose, accurately and fully, al facts
material to therisk being proposed,whether requested or not”.

A minimum standard that requires both the buyer and seller inatransaction to
act honestly toward each other and to not midead or withhold critical information
from oneanother. Theduty of full disclosurerest on both the parties.Proposer
tosupply al materid informationtothelnsurer for enabling himto decide.Insurer
isalso duty bound to disclose or explain to the proposer because he may be
having lack of technical knowledge and isdepending on the good faith of the
Company that thetermsand condition of the cover arefair and reasonable.

Insurablelnterest: - Thelegd righttoinsurearising out of afinancia relationship
recognized by law, between theinsured and the subject-matter of insurance. The
principle statesthat theinsured must beinapositiontolosefinancidly if aloss
occur, or incur somekind of harm if thelosstakes place.

Indemnity: - Theobjectiveof Insuranceisto compensatetheinsured by placing
himinthesamefinancia postion after thelosswherehewasearlier; insurance
company paysnothing moreor nothing less.

Contribution: - Inmost cases each insurance company share of lossisbased
on proportionthat itsinsurance policy bearstototal amount of insurance (ratesble
proportion basis)

Proximate Cause: - Thisprincipleisapplied to determine whether theloss
was caused by arisk covered, not covered or excluded inthe policy.

9.5.2 Tools for Underwriting

Thesearethe sourcesof datathat the underwriter usesto determinethefind premiums
and thefoundationfor risk classfication. Theessentid insgrumentsfor underwriting are
asfollows:

a)

Proposal form

Proposd formisadocument through which proposer'sall important information
pertaining to hishedth statusand persona detailscan beascertained. Thisisthe
basis of insurance contract between insured and insurance company. It also
includesfamily history, hobbies, occupation, detail sof other policies, signature
of proposed.

According to thetype of health insurance policy and needs of theinsurance
company, there could be s mplequestionsor it may contain detailed questionnaire
inproposa formto ascertainthat al materid factsaredisclosed and theinsurance
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policy isgiven accordingly. Onthebasisof this, policy isissued andif thereis
any breach or concealment of information onthe part of policy holder thenthe
insurance policy becomesvoid.

b)

— Proposal Form
— AgeProof
Toolsfor a
Underwriting -
— Financia Documents
— Medical Reports
— Reportsof SalesPersonnel
Figure 9.5: Toolsfor Underwriting
Age proof

Theinsurance premium is established based on the policy holder'sage. By
submitting alegitimate age proof, the proposer's age that was stated at the
proposal stageisconfirmed. Thevalid age proof isof two types. They areas
follows-

Sandar d age proofs

Some documents considered as standard age proofs are:

Certified extract from School or collegerecords
Birth certificate extracted from municipal records
Passport withinvalidity period

PAN card

Certified extract from Serviceregister in case of employeesof Government
or quas Government ingtitutionsand reputed commercia and educational
inditutions.

Certificateof baptism

Aadhar Card

Identity card issued by Defence Department in case of defence personnel
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d)

f)

@ Drivinglicensewithinvdidity period

® Any other document where date of birth has been proved on the basis of
one of the other standard proofs of age acceptable to the insurance
companies.

Non-standar d age pr oofs

If standard age proofs mentioned aboveisnot availablewith proposer, then
insurer allowsthem to submit the nonstandard age proof. Insurance company
may charge some extra premium for nonstandard age proofs or restrict the
termsto safeguard against the possibility of the correct age being higher than
what isstated.

Some documents considered as non-standard age proofsare:
® Horoscope

® Rationcard

® Andffidavitby way of self-declaration

® Cetificatefromvillage panchayat

Financial documents

Thefinancial documentsarerequired for financial or non-medical underwriting
asitisrelevant to ascertain theinsurableinterest of proposer andit aso helpsin
reducing moral hazard. For example- Sdary dip, Form 16, Incometax returns
etc. arerequired asfinancial documentsininsurance. These documentsare
requiredin casesof:

a) Persond accident coverswherethecoverageisgiven on basisof occupation
andismultipleof incomeof proposer

b) Highsum assured coverageor

c) Whenthereisamismatch between the suminsured sought and the declared
income and occupation of proposer.

Medical reports

Onthebasisof age, type of insurance policy, declaration of diseasein proposal
form and sum insured opted by proposer the requirement of medical reports
areascertained. Therequirement of medicalsal so depends upon underwriting
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Health Insurance policy of insurance company. For example: A proposer above 55 yearsof age
hasto undergo for medica examinationfor taking healthinsurancepolicy.

g) Salespersonnel reports

Sa esrepresentatives can a so be seen asthe company’'sgrassrootsunderwriters,
andtheinformationthey provideintheir report may betakeninto consderation.

_— — However, thereisaconflict of interest that needsto bewatched out for because

Notes the sl esstaff ismotivated to bringin morebusiness.

. INTEXT QUESTIONS 9.2

1.  Theprincipleof utmost good faithin underwriting isrequired to befollowed
by

a) Theinsurer

b) Theinsured

c) Boththeinsurer andtheinsured
d) Themedica examiners

2. Insurableinterest refersto

a) Financid interest of the personintheasset to beinsured
b) Theassetwhichisaready insured

c) Eachinsurer'sshareof losswhen morethan onecompany coversthe same
loss

d) Theamount of thelossthat can berecovered fromtheinsurer
3. Accordingtotheprincipleof indemnity, theinsuredispaid for

a Theactua lossesto the extent of the suminsured

b) Thesuminsuredirrespectiveof theamount actually spent

c) A fixed amount agreed between boththe parties

d) Theactua lossesirrespective of the sumassured
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4.

Thefirst and the primary source of information about an applicant, for the
underwriter ishis

a Ageproof documents b) Financid documents
c) Previousmedical records d) Proposa form
isdefined asthelikelihood and risk of person becoming

ill or sick thereby requiring treatment or hospitalization.
a) Accident Benefit

b) DeeathBenefit

c) Morbidity

d) Mortdity

For adultsbeyond theage of 45 years, the premiumsare steeper asthe probability
of anindividual suffering fromachronic allment like diabetes, asudden heart
allment or other such morbidity ismuch

8 Higher

b) Lower
c) Equd
d) Noneof theabove

has greater relevance asgenetic pre disposition eg asthma,
diabetes etc doesimpact the morbidity and should betaken into consideration
whileaccepting risk.

a FamilyHigory

b) Currentmedica history
c) Proposal form
d) Otherpolicy

Theprinciple of isapplied to determine asto whether
thelosswas caused by therisk covered, not covered or excluded inthepalicy.

a ProximateCause

b) Utmost Goodfaith
C) Indemnity

d) Insurableinterest
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©-| WHAT YOU HAVE LEARNT

Underwriting isthe process where an underwriter assessestherisk and decidesthe
premium and terms on which theinsurance cover shall be granted totheinsured or a
client. Thus, itisaprocessof selection of risk and accordingly pricethat risk. In case
of Hedlthinsurance underwriting, the concept of morbidity isused.Morbidity isdefined
asthelikelihood and risk of aperson becomingill or sick thereby requiring treatment
or hospitdization.

Thefactorswhich affect morbidity (risk of fallingill) should be considered carefully
while assessing risk, which are Age, Gender, Habits, Occupation, Family History,
Build, Pastillnessor Surgery, Current Health Status, Environment and Residence.

Theterm Equity meansthat applicantswho are exposed to similar degrees of risk
must be placed in the same premium class. To usher risk, Risk classificationisdone
whichisapart of overall processof Underwriting whererisk can be categorizedin
four major types of risk which are Standard Risks, Preferred Risks, Substandard
Risksand Declined Risks.

Underwriting or the sel ection process may be said to take place at two levelsa) at
fieldlevel and b) at underwriting department level. It must beremembered that every
insurer hasto createits products before marketing them and takeaprior approval of
IRDALI. Thisisasooneof thefunctionsof the underwriting department. Underwriter
must follow the Fileand use procedure for health insurance products as per IRDAI
guidelines. Policyholder of some other insurance company may liketo port itspolicy
toyour company. Thus, itisimportant for an underwriter to understand theguidelines
on Migration and Portability of healthinsurancepolicies.

There are certain tools of underwriting that are the sources of information for the
underwriter and the basison whichtherisk classficationisdoneand premiumsfinally
decided. TheseincludesProposal Form, Age Proofs, Financia Documents, Medical
Reports, and Reports of SalesPersonnel.

ml!lll»

TERMINAL QUESTIONS

o)

=

Explain the need and importance of underwriting for Insurance Company.

2. What do you understand by theterm ‘Morbidity'? What are the factorsthat
affect morbidity?
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3. Individuasarecategorized and assigned to different risk classesdepending on
thedegreeof risksthey posein underwriting. Explainthestatement using different
Risk Classes.

4.  ExplaintheFileand useprocedurefor healthinsurance productsas per IRDAI
guiddines.
5. What arethoselega principleswhich operate a ong with acceptance of risks?

Giveexamples.

6.  Wiriteanoteonthetoolsavailablefor anunderwriter which providesinformation
and helpsinriskclassification and on the basis of which premiumsarefinally
decided.

‘E‘I ANSWERS TO INTEXT QUESTIONS

91
1. (b) Undewriting
2. (d) Alloftheabove
3. (d) Noneof theabove
4. (c) Bothof theabove
5 (b Eoquity
6. (b) Spousejob
7. (¢ Morbidity
8. () Underwriter
9. (¢ Underwriter
10. (¢) Risksdectionandrisk pricing
9.2
1. (¢) Boththeinsurer andtheinsured
2. (@ Financid interest of the personintheasset to beinsured
3. (@ Theactua lossestotheextent of thesuminsured

4. (d) Proposa form
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Health Insurance 5. (c) Morbidity
6. (8 Higher
7. (a) FamilyHistory

8. (@ ProximateCause

Notes @ LEARNING OUTCOMES

After reading thischapter, studentswill be able:
®  Toexplainhow underwritingisdonein caseof hedthinsurance.

® Toexecutearoleof primary underwriter asan insurance agent.

150 Open Vocational Educational Programme



METHODSOFHEALTH
INSURANCE UNDERWRITING

10.0INTRODUCTION

Insurer needsinformation about the client, whichwould helpin making underwriting
decisonsand decidingthetermsof thepolicy. Theinformationiscollected from different
sources and then risk assessment is done by an underwriter to decide whether to
accept or deny the proposal. There are different methods used by the underwriters
whileassessing therisk or during the process of health insurance underwriting. This
chapter will help you understand these methods of understanding and clarifiesthe
processof underwriting usedin hedthinsurance. Youwill dsolearn how theunderwriting
isdonefor Group Hedlth Insurance, Overseas Travel Insurance and Personal Accident
Insurance.

3.1 OBJECTIVES

After reading thislesson, youwill beableto:

®  DescribetheUnderwriting Process

® Explaintheconcept of Group Hedlth Insurance

® Describetheprocessof underwritingin overseastravel insurance
o

Describethe processof underwriting in persona accident insurance
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10.2UNDERWRITING PROCESS

"Underwritingisthe processof properly eva uating therisk and choosing the conditions
under which theinsurance coveragewill be provided.” Inssimplewords, we can say
that the Underwriting isthe process of risk selection and then pricing therisk after its
selection. For this, insurer collectsinformation about the client from different sources
dready explainedin previouschapters. Theinsurance underwriter then takesthedecison
regarding acceptance or rejection of the proposal. Thisprocesshelpsin deciding the
termsof the policy. Therearedifferent methods, which may beusedin hedthinsurance
underwriting that areasfollows:

M ethodsof Health I nsurance Underwriting

\
| | |

Medica Non-Medica i i
Underwriting Underwriting Numl\e/lrIetca‘F]ol?Jl{jtl o

Figure10.1: Methods of Health Insurance Underwriting

10.2.1 Medical Underwriting

Inthe medical underwriting procedure, the proposer isrequired to provide medical
recordsin order to ascertain the applicant's health state and eligibility for ahealth
insurance policy. It refersto the underwriting processwheretheinsurance companies
provideinsurance cover to the progpectsonamedica basis. It refersto theunderwriting
processwhereby underwritersuse health rel ated information through apreinsurance
medical screening of aprospect to take adecision regarding acceptanceor rejection
of the application, or theamount of insurance cover to be provided to theinsured.

If underwriter focuses on accepting the good risk or best risk only and ignoresthe
proposa swith other kind of risks, thisgpproachiscaled cream skimming of risk. This
isdonethrough high degree of medical underwriting. Thisapproachisnot considered
good in underwriting becausethis can cause frustration among proposersand reduces
thenumber of applicant willing totakeinsurance. High costsareinvolvedin conducting
prepolicy medical test for proposer. If underwriting becomesvery liberal and accepts
all proposal swith same premium without conducting medical te<t, thisapproach can
alsobedisastrousaslot of claim may occur frequently and insurer may incur l0sses.
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So underwriter need to adopt ba anced approach according to the underwriting policy
of thelnsurer.

Inindividual health insurance, status of proposer's health and age are important
underwriting considerations. Other factorslike current medical conditionsof the
proposer, medica history of thefamily and hereditary diseasesinthefamily, etc. helps

an underwriter to ascertain presence of any pre-existing diseases, resultingin high
possi bility of futurealmentsthat may require surgery or hospitalization.

Underwriter extractstheinformation regarding past trestment, surgery conducted and
hospitalization from well-designed proposa form. Theinformation fromtheproposa
form helpsan underwriter to estimatethe possibility of recurrence of an earlier disease.
Any past disease may affect the current and future health status of the proposer. This
wouldincreasetherisk and the underwriter would accordingly increasethepricefor
insuring that risk. In casetherisk ishigh, underwriter hasno option but to reject the
case.

Example

Thereishigher possibility of occurrence of diseaseslike cardiac problem, nervous
system, kidney disease, etc. if apersonishaving medical conditionslike high blood
pressure, obesity/overwel ght and diabetesmdlitus. Thismeansthat possibility of future
hospitalization for proposer with these diseasesis higher. Therefore, the medical
underwriter needsto bevery vigilant while dealing with these typesof risk.

Generally, an adverse changein the health of proposer occurs after 40 yearsof age
because of normal ageing process. Theinsurance companiesgeneraly do not require
the conduct of medical examination up-to 45 yearsof age. (50 or 55 yearsby some
insurers).A signed declaration regarding the proposer'sheal th by thefamily physician
may aso berequired as per the medica underwriting guidelines.

These days, some health insurance companies are not conducting medical test upto
60yearsof age. They only conduct tele underwriting whereaperson from underwriting
team calls proposer before theissuance of policy and ask some specific questions
pertaining to current, past and family medical history. They telephonically verify the
information mentioned by proposer in proposal form. Theinsurer may haveatieup
with somehospital sor diagnosislabsor may engage some doctor for completing this
Process.

Thereare certain challengesin the underwriting of health insurance policies, which
makesthejob of an underwriter difficult. One of thechallengein underwritingisthe

Module- 4

Health Insurance

Notes

Diploma in Insurance Services

153



Module- 4

Health Insurance

154

Notes

METHODSOFHEALTH INSURANCE UNDERWRITING

non-disclosure of alcohol or drug abuse. Itisachallenging task to detect the drugs,
alcohol and tobacco consumption when the proposer doesnot declareit in proposa
form. Themgjor challengein underwriting of health insuranceis non-disclosure of
thesefacts.Obesity ison the path of becoming another major problemin the areaof
public health. Unba anced diet, poor lifestyleand minima exerciseroutineisaddingto
this problem. Underwriters need to devel op adequate tool s that can help themin
pricing the complications, which may arise dueto these problems.

Pre policy medical testsare conducted in the network hospitalsor the diagnostic labs.
The proposer can ask the agent regarding thetype of diagnostic teststo be conducted
and how much amount would be deducted from the premium,if the proposal would
berejected dueto adverse medical conditions.

. INTEXT QUESTIONS 10.1

1.  Whichof thefollowingisamethod of health insurance underwriting?
a Medica Underwriting
b) Non-Medicd Underwriting
¢) Numericd rating Method
d) All of theabove

2. Whichof thefollowing method usesthe hedlth related information through apre
insurance medical screening of aprospect?

a Medica Underwriting
b) Non-Medicad Underwriting
¢) Numericd rating Method
d) All of theabove
3. Creamskimming of risk approachiswhere:
a underwriter focuseson accepting the good risk or best risk only
b) underwriter focuseson accepting thebad risk
c) bothof theabove

d) noneof theabove
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4.  Theunderwriter whileassessngtherisk shal:
a) Betoolibera and acceptsall proposals
b) Betoo strict and acceptsonly good risk
c) Adopt abalanced approach to cater both good and bad risks
d) Noneof theabove

5. Inindividud hedthinsurance, whichof thefollowingig/areimportant underwriting
consderations?

a Ageand health of aproposer
b) Medica higory of thefamily
C) Pre-exigingdiseases
d) All of theabove
6.  Whichof thefollowingisnot achalengeintheunderwriting of hedlthinsurance
policies?
a non-disclosureof acohol or drug abuse by the prospect

b) understanding the complications which may arise due to obesity and
substance abuse

c) conducting premedical check-upsof prospect

d) developadequatetoolsthat can help themin pricing the complications

10.2.2 Non-Medical Underwriting

Thereisno need of medical examination, in case of most of the proposerswho buys
hedlthinsurance policy. Thepolicy isissued on the basisof non- medica underwriting
only. A proposer would need amedical checkup far lessfrequently if they accurately
disclosed dl relevant information, and theinsurance agent properly verifiedit. Infact,
adight increasein theclaimsratio would be acceptableto theinsurer if non-medical
underwriting helpsyou in saving the costs of medical checkup and other expenses,
whichiscomparably higher. The useof non-medical underwritingwill aso reducethe
inconvenience caused to the proposer.

These daysgenerally up to aspecified agelimit, the medical testsare not conducted
for issuance of hedlthinsurance policy. Insurance companieshave medical grid, which
tellsat what stage and age, medical underwriting should be done or medical tests

Module- 4

Health Insurance

Notes

Diploma in Insurance Services

155



Module- 4

Health Insurance

156

Notes

METHODSOFHEALTH INSURANCE UNDERWRITING

would be conducted for issuance of health insurance policy. Thedecisionto conduct
or not to conduct the medical tests shall be carefully taken to strike aright balance
between the businessand risk. If you aretoo strict while accepting therisk, you may
loseabusiness. Tooliberd approach canresultsin high claims, whichwould result in
losses. The acceptance of non-medical cases depends on the age, type of policy and
suminsured. Higher theageand suminsured morewill bethe premium and morewill
be the chances of medical tests to be conducted. Medical or non- medical cases
entirely depend upon underwriting philosophy of the company.

Example

If you want to take aheal th insurance policy without going through the process of
medica underwriting, i.e. without medical check-upsand tests, thenyou may opt for
those policies, which works on non-medical underwriting. You need to providethe
informationrelated to your healthinaproposa form regarding your age, gender, build,
smoking habitsand medical conditions. The premium of the policy and theamount of
sum assured isdecided based on theinformation provided in the proposal form. The
principle of utmost good faith isan important principle on which theinsurersissue
thesepolicies. If any falseinformation isprovided inthe proposa form, thesepolicies
will betreated asvoid. Thepremiumisgeneraly highinthesepoliciesif compared
with those, which usesmedical underwriting.

10.2.3 Numerical Rating Method

Thisisan underwriting procedurewhere each component of therisk isgivenanumerica
or percentagerating. Decisionto accept or declinetherisk dependsupon numerical
rating employed by underwriters.

® Itwasoriginaly devisedin USA in1960s.

® Thebiggest advantageisit ensuresconsistency inrisk classification.

® Itisemployed by underwritersfor taking decisionsto accept or declinetherisk.
(]

Thismethod usesmortality ratingsasthe basisof selection and classification of
lives

Age, seX, race, occupation, place of residence, environment, build, habits, family history,
and personal history areall assessed and quantitatively scored in accordancewith
preset standards.
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L et ustry to understand thismethod. For example, if anapplicantis5feet 7 inchesand
isoverweight say morethan 100 kg, hismortality expectation based on the height-
weight ratio may be 160% of astandard risk who weighs 65-70 kg at that height. In
thisinstance, adebit of 60 percentage pointswould belisted next to theweight factor
on the applicant'sunderwriting sheet. If the applicant hasan excellent family history
(no hereditary diseases such asdiabetes), hismortality expectation based on thisfactor
iS90% of the standard risk. Hereacredit of 10 percentage pointswould belisted next
tothefamily history factor. Upon completion of the debiting/crediting processfor al
important factors, debitsand creditswould betotaled for afinal rate, which would
classify the applicant as standard, substandard, or an uninsurablerisk.

Advantagesof Numerical Rating M ethod-

® Edablishesastandard method of underwriting.

Thefactorsarerated onthebasisof documented manuals.

It eliminates personal judgement of theunderwritersto alarge extent.

Ithelpsin ng the combined effects of multiple adversefactorstogether.

It increases speed and efficiency in handling large volumes of businessandhelps
inmaintai ning cond stency in decision making intheunderwriting process.

Disadvantagesof Numerical Rating M ethod-

® Ithasnot beenpossibletofix percentage of increased claim experiencefor al
adversefeatures

®  Fixing of extrapercentagefor each adversefeatureisalso arbitrary though
congstent.

. INTEXT QUESTIONS 10.2

1.  Whichof thefollowing method usesthe health rel ated information through a
proposal form submitted by aprospect?

a Medica Underwriting

b) Non-Medicd Underwriting
¢) Numericd rating Method
d) All of theabove
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2.

Thedecision to conduct or not to conduct the medical testsshall be carefully
taken:

a)
b)
©)
d)

To strike aright balance between the businessand risk
To chargehigher premium
To practise skim the cream approach of underwriting

All of theabove

Medical or non- medical casesentirely depend upon the:

a)
b)
©)
d)

Choiceof the prospect
Underwriting philosophy of thecompany
Choiceof theagent

Underwriting practices of the competitors

Which of thefollowingisthe method wherenumerica or percentage assessments
aremade on each component of therisk?

a)
b)
©)
d)

Medica Underwriting
Non-Medica Underwriting
Numerica rating Method
All of theabove

Which of thefollowing isnot an advantage of aNumerical rating M ethod?

a)
b)
©)
d)

It helpsin maintaining cond stency in decision-making
Thefactorsarerated on thebasis of documented manuals
Theunderwriter useshis subjective knowledgeto ratethefactors

Ithelpsin ng thecombined effectsof multipleadversefactorstogether

10.3UNDERWRITING DECISIONS

Theinformation received through various sourcesiscarefully assessed and thenthe
underwriter doesrisk classification. The underwriting processiscompl eted after the
final decisionistaken by the underwriter regarding the acceptance or rejection of
proposal . Thevariousdecisionstaken by underwritersareasfollows.
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a  Acceptrisk at normal or standard rates

Module- 4

Health Insurance

b)  Acceptrisk at anextrapremium (loading) if riskishigh

c)  Deay thecoverageof specific diseasesfor apredetermined amount of timeor

longer

d) Refusethecoverage

Notes

€)  Counteroffer (restrict or deny aportion of the coverage)

f) Increasethe deductible or co-pay

g  Chargethepoalicy'spermanent excluson(s)

If gpart from the standard policy exclusions, any other specificillnessisexcluded after
underwriting, it isendorsed inthe policy, which becomes part of theinsurance contract.

Underwriters risk evaluation iscrucial toinsurancefirmsbecauseit maintainsthe
stability of theinsurance system. With the hel p of the experienced underwriters, the
sameleve of expected risk isgrouped together and the same amount of premium from
the prospects of thisgroup will be charged. The benefit of thisfor the policyholder is
availability of insuranceat afair and competitiveprice.

Risk Classification

Risk Classification

l
Standard Risk

|
Sub Sandard Risk

l

{
Increasing ExtraRisk

Considered to be low at
thetimeofcommencement
of policy. But thereisa
chance of that risk
becoming high after a
certainperiod.

Decreasing Extra Risk

Considered to be high at
thetimeofcommencement
of policy. But thereisa
chance of that risk
becoming low after a
certai nperiodwithproper
supervison & mediceation.

For e.g.-Tuberculosis

\
Constant Extra Risk

Considered to remain
constantovertheperiod,
then it is known as
congtant extrarisk.

For e.g.- X Ray
Technician

Figure 10.2: Risk Classification: Standard and Sub Standard Risks
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a)

b)

Sandard Risk- If isarisk associated with anindividualisconsidered low and
insurable at standard premium rates by insurance companies, thenitisknown
asstandard risk.
Sub Standar d Risk- If istherisk associated with anindividualis considered
high and cannot beinsured at standard premium rates by insurance companies,
thenitisknown assub-standard risk. Higher premiumischarged for theserisks.
Underwriting Process
l — Proposal Form
Collecting —t > Age & Income Proof
Information
l — Medical Report
—F = t Health S
RiskEvaluation& | e —
Assessment
| L Apge
Medical Non-medical Numerical Rating
Underwriting Underwriting Method
i No Health Numencal or
Recerving &
B t?n;nh%edical Check—l_Jp but detailed  Percentage Assigned
e Disclosure to each Component of
Quesl;'lanaire Risk
Rigk Classification &
Selection ) )
J' Accept Risk at Higher
l : l — Premimm
. . | Postpone for
Standard Rask Sub-standard Risk —T* Stipulated Period
Accept Risk at - D co
Standard Rates

Figure 10.3: Underwriting Process (Source: |C-38:
Insurance AgentsHedlth, Insurance Ingtitute of India, Mumbai)
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Sub Sandard Risk Classification

a)

b)

Increasing ExtraRisk- Itisarisk associated with anindividua that isconsdered
to below at thetime of commencement of policy, but thereisachance of that
risk becoming high after acertain period. For e.g.- obese person.

Decreasing ExtraRisk- Itistherisk withanindividual that isconsidered to
be high at thetime of commencement of policy, but thereisachance of that risk
becoming low after acertain period with proper supervision & medication. For
e.g.- tuberculosis

Congtant ExtraRisk- If therisk associated with anindividua isconsidered to
remain constant over the period, then it isknown as constant extrarisk. For
e.g.- X Ray Technician, Pilot, differently abled person.

10.4 USE OF GENERAL OR STANDARD EXCLUSIONS

Insurance companiesgenerally impose exclusionsto al policyholders, to limit their
exposureto risk by implementing standard or general exclusions.

Examplesof standard exclusionsin most health insurancepoliciesinclude-

All pre-exigting diseases/ injuriesat thetime of taking apolicy

Any disease contracted by theinsured person during thewaiting period from
the commencement date of the palicy.

Theremay beexclusonsfor oneor two years, for the expenseson thetreatment
of some specific diseases. These diseases may include Cataract, Hernia,
Hydrocele, Fistulain anus, Pilesetc. Theexpensesreated to thesediseasesare
not covered during thewaiting period of one or two years, asmentionedinthe
policy document.

War and similar perilsand nuclear weapons materials.

Veccinaion, immunization

The price of hearing aids, contact lenses, and eyeglasses. These could be
cons dered regular mai ntenance costs.

Any typeof dental surgery or treatment, unlessit necessitates hospitalisation
Expensesrdated to intentional self-injury and use of intoxicating drugs/ a cohol

Any treatment related to HIV, AIDS or sexually transmitted disease
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®  Expenses related to any preventive health checkups or any laboratory
examingions

® Expensesonvitaminsand tonicsif not apart of any treatment for injury or
disease ascertified by theattending physician.

®  Trestmentarisngfrom or traceableto pregnancy, childbirthincluding caesarean
section (can beremoved if maternity benefit iscovered) and voluntary medical
termination of pregnancy during thefirst 12 weeksfrom the date of conception.

The above examplesareindicative and the exact wordingsand exclusionsmay differ
amonginsurers.

10.5GROUP HEALTH INSURANCE

Group hedthinsurance plansarethosethat provide coverageto agroup of individuals
who are apart of arecognized group. A single policy called the'Master Policy'is
issuedinthename of thegroup. All the members of the group are then covered under

thepoalicy.

There exists considerable differencein Underwriting approach and methodol ogy
betweenretail and group health insurance.Retail health underwriting focusesonthe
individua'sdata, whereas group underwriting looks at the datafor the group.

Underwriting depends upon characterigtics of the group and thekind of risk thegroup
possess. Group health insurance underwriting isdone based on insurance company's
underwriting guidelinesand guidelinesof IRDAII regarding group insurance. Thedata
for group healthinsuranceiscollected through the request for quote (RFQ)/ request
for proposal (RFP) form.

Thefactorsresponsblefor group health insuranceunderwriting areasfollows:

1.  Group existence-Thepolicy isavailableto those groupswhich areaready in
existencefor apurpose. If agroup iscreated only for the purpose of buying a
group mediclaim policy, such agroup would not be covered. If thiscriterionis
not followed, thenit mayled to adverse s ection againgt theinsurersand eventudly
resultsinhighclamretios.

2. Group size- Thegroup should have a minimum number of membersto be
eligiblefor agroup hedthinsurance plan. Thisrequirement of minimummembers
variesacrossdifferent plans. Usualy, most group health insurance plansrequire
aminimummembershipof 20 or 25individuas.
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3. Typesof industry- Someindustry arefound to have highrisk. Therefore, the Health Insurance
group insurance provided to industry like chemical industry etc. would have
higher premium.

4.  Typeof group- Voluntary or compulsory

5.  Eligiblepersonsfor coverage- Inorder to beeligiblefor thecoverageina
group hedthinsurancepolicy, there are certain requirementsthat must be met
by anew member to be added in the group as per the provisionsof many group
insurancepolicies. For example,actively-at-work provison statesthat the person
or employee shouldbe actively at work rather thanill or onleave ontheday the
insurance coverageisto take effect and probation period iscompl eted for that
employee.

Notes

6.  Option for opting out- whether entiregroup isbeing covered under the policy
or thereisan option for membersto opt out

7.  Graded cover- whether uniform cover (suminsured)for al group membersor
different suminsured for various designationsin same organi zation or group.
For example, the organization having A Classofficershaving samesuminsured
like5lakhsper annumand for B Class officershaving 3 lakh suminsured per
yedr.

8.  Group composition- Itisbased on gender, age, locations, incomelevel s of
group members, employeeturnover rate, etc.

9.  Premium payment- whether itiscontributory or non-contributory, i.e. premium
paid entirely by the group owner or by membersalong with group owners

10. Differencein healthcarecostsacrossregionsin case of locationsspreadin
different geographical locations.

11. Specific Third Party Administrators(TPA) preferenceby thegroup head
for the group insuranceadministration according to choice by group head or
insurer.

12. Past claim experience-The proposed people past health insurance claims
experienceisaso very important underwriting factor. If any organization have
any past claim experience, the underwriter would consider it as one of the
parameter for deciding premiurm/price. If thereishigh clamratio, theunderwriter
canrevisethegroup healthinsuranceat thetime of renewal after oneyear.

Diploma in Insurance Services 163



Module- 4

Health Insurance

164

Notes

METHODSOFHEALTH INSURANCE UNDERWRITING

13. Number of dependentscover ed- Some group insurance policies provide
coverage both for group members and for thedependents of covered group
members. Premiumwill differ accordingly.

14. According to IRDAI guidelines on Migration and Portability of health
insurance policies (2020),every individual member covered under the policy
shall be provided an option of migration at thetime of exit from the group.
Similarly intheevent of modification of group policy (including therevision of
premium) and at thetimeof withdrawa of thegroup policy, or the conversion of
group policy intoanindividual hedthinsurancepolicy or afamily floater policy,
option of migration shall be given.Migration from group policiestoindividual
policy will be subject to underwriting.

15. Somepoaliciesaresubject to copayment where premium charged by theinsurance
company isonalower side.

Thegroup membersworkinginchemica factoriesor mineshavehigher risk ascompared
to thegroup membersworking aswhite colored jobs|ike senior managersworkingin
air conditioned offices. The occurrence of disease/illnesswould bedifferentinthe
both the groupsaswell asthe claim experience would also be different. Thus, the
hedlth insurance company would chargedifferent pricesfor the group hedlthinsurance
policy for thesegroups.

10.6 UNDERWRITING OTHER THAN EMPLOYER-
EMPLOYEE GROUPS

A group of employer and employee isthe most common group for group health
insurance. Thereare other typesof groups, who areaso eligiblefor health insurance
cover. Thus, itisimportant for an underwriter to ascertain the group characteristicsfor
prudent underwriting.

Apart from giving group health cover to employee-employer groups,theinsurance
company hasgiven cover tovariousgroup like:

a  Creditor - Debtor group

b)  Professiona group like association of professionalslike doctors, lawyers,
accountants, engineers, journalists, pilots, insurance agents, etc.

c)  Labor unions(union buyscoveragefor itslabourersmembers)

d trug
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€  cooperativesocieties, Health Insurance
f) membersof resident society,

g franchiseededers

h)  Credit card Holdersof aspecific company

Governmentsin different countrieshavebeen buyersof group hedlthinsurance coverage
for the poor section of the society. In India, governmentsboth at the central and state
level have aggressively been sponsoring group health insurance schemesfor the poor
like RashtriyaSwasthyaBimaYojana(RSBY ), Ayushman Bharat,etc.

Notes

ThelRDALI hasissued group insurance guidelineswith aview to regul ate the gpproach
to be adopted by insurersin dealing with various groups. Theinsurance companies
have experienced very high claimratio in ‘group health insurance' segment. Insurers
haveto bevery careful whileaccepting the businessfrom thissegment.

. INTEXT QUESTIONS 10.3

1.  Whichof thefollowing decision underwriterscannot take?
a) Acceptrisk at normal or standard rates
b) Offer commissiontotheagent for bringing good casesfor underwriting
C) Acceptrisk at anextrapremium (loading) if riskishigh
d) Postponethe coverage of somediseasesfor astipulated period/term

2. Riskswhichareconsidered low at thetime of commencement of policy, but
which may increase after acertain period areknown as

a IncreasngExtraRisk
b) Decreasing ExtraRisk
c) Congant ExtraRisk
d) Standard Risk
3. Insurancecompaniesgeneraly imposeexclusionstodl policyholders:
a) Forlimitingtheir exposuretorisk
b) For charging higher premium
c) Asper therecommendation of theagents

d) All of theabove
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4.

Which of thefollowingisnot an exampleof standard exclusionsin most health
insurancepolicies?

a All pre-exigting diseases

b) Cost of spectaclesand contact lenses, hearing aids, etc.

c) Any treatment related to sexually transmitted diseaselike HIV, AIDS, etc.
d) Noneof theabove

Which of thefollowingisnot an important factor for group health insurance
underwriting?

a Owner of the Group
b) Sizeof theGroup
c) Composition of theGroup

d) Preferencefor Third Party Administrators(TPA)

10.7 UNDERWRITING OF OVERSEASTRAVEL INSURANCE

Thegenera pattern of underwritingin overseastravel insuranceissimilar to health
insurance because in overseastravel insurance policy the main cover isthe health

cover.

Asper theindividual insurance companies guidelines,the premium and acceptance
canvary. Few important considerationsare asfollows:

1

Thepremiumfor overseastravel insurance would depend upon ageand foreign
travel duration of proposer.

Themedical treatment inforeign destinationisvery high ascomparedto India.
Therefore, the premium for overseastravel insuranceishigh ascompared to
domestictravel insurancepolicies

Therearetwo plansfor genera cover, for countriesexcluding USA and Canada
and another for USA and Canada. The expensesfor USA and Canada are
highest and the premium isal so high as compared to other countries.

The underwriter needsto be more careful while accepting the proposal for this
policy becauseapoalicy holder may takethepolicy for availing medica treatment
abroad. Therefore, underwriter should carefully check the existence of any pre-
existing disease at the proposal stage.
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108 UNDERWRITING OF PERSONALACCIDENT INSURANCE

The underwriting considerationsfor persona accident policiesare:

Rating: Themain underwriting factor considered for the personal accident policy is
occupation of proposer. Theother factor considered isincome of the proposer because
underwriter allowsthe suminsured as per theincome of proposer. In genera terms,
the exposure to personal accidents at home, streets, etc. is same for all persons.
However, therisk may vary according to the nature of work performed, occupation
or profession of the proposer. For example- an assistant professor working in an
academicingtitution engaged in academic work islessexposed to risk ascompared to
worker of chemical factory, whichisassumed as ahazardous occupation.

Itispracticaly very diffi cult for underwriter to rate each occupation or professonina
personal accident policy. Therefore, occupationsare classified into different groups
withsimilar kind of risks. Thefollowing system of classificationissmpleand foundto
befeasiblein practice. Individual companiesmay havetheir ownbasisof classfication.

The changeof theinsured occupation (especialy fromlessto high hazard occupation)
needsto be notified to theinsurer in case of persona accident policies.

Risk Classification: Therisk groupsof insured person are classified on the basis of
occupation. They are:

a) Riskgroupl: Normal Risk

Teachers, accountants, lawyers, consulting engineers, doctors, people engaged
inadministration functions, architects, bankers, peopleengaged insimilar kind
of occupation hazard.

b) Riskgroupll: Medium Risk

Engineers, buildersand contractorsengaged in superintending functionsonly,
motor vehiclepaid driversand light motor, veterinary doctorsand peopleengaged
in similar kind of occupation hazard. Cash carrying employees, Machine
operators, professional athletesand sportsmen, garage and motor Mechanics,
Driversof trucksor Lorriesand other heavy vehicles, woodworking Machinists
and personsengaged in occupationsof similar hazards.All personsengagedin
manual labour (except thosefaling under Group I11)
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Personsengaged in
administration
functions

Accountants, Doctors,
Lawyers, Architects,
Consulting Engineers,
Teachers, Bankers,

METHODSOFHEALTH INSURANCE UNDERWRITING

Personsengaged in
administration
functions

Builders, Contractorsand
Engineers, Veterinary
Doctors, paid drivers of
motor cars, cash carrying
employees, garage and
motor Mechanics,
Machine operators,
Driversof trucksor lorries
and other heavy vehicles,
professional athletes and
sportsmen, woodworking
Machinists

Risk
Gruop-I11

Per sons engaged

in Risky
Occupations
Workers of underground
mines, explosives
magazines, workers
involved in electrical
installation with high
tension supply, jockeys,
circus prsonnel, Persons
engaged in activitieslike
racing on wheels or
horseback, big game
hunting, mountaineering,
winter sports, sking, ice
hockey, ballooning, hang
gliding, river rafting, polo,
€tc.

Figure10.4: Risk classification in Personal Accident Insurance

c) Riskgrouplll: High Risk

Workersworking in underground mines, involved ineectrical ingtdlationwith
hightension supply, workingincircus, big gamehunting, winter sports, icehockey,
hang gliding, polo, Jockeys, explosivesmagazines, personsengaged inactivities
likeracing onwhed sor horssback, mountaineering,skiing, balooning, river rafting
and personsengaged in occupationd activitiesof smilar hazard.

AgeLimits

Generdly, theagelimitisminimum 5yearsand maximum 70.However, thisrangemay
vary indifferent insurance company. For an existing policyhol der, the persona accident
policy may berenewed up to the age of 80 years subject to aloading of therenewal
premium.No medica examinationisusualy required for renewal or fresh cover.
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. INTEXT QUESTIONS 10.4

1. Which of thefollowing changes needsto be notified to theinsurer in case of
persona accident policies.

a Changesinsdary

b) Changeinoccupation

c) Changesinmaritd status
d) Noneof theabove

2. What stepismost likely to betaken in case of adverse claim ratio for agroup
hedlth policy?

a Alltheclaimsbeyond acertainvauearereected.
b) Loadingisappliedtorenewal premium.
c) Policyisdiscontinued withimmediate effect

d) Noneof theabove

©-| WHAT YOU HAVE LEARNT

Underwritingistheprocessof properly eva uating therisk and choosing the conditions
under which theinsurance coveragewill be provided. In ssmplewords, we can say
that the Underwriting isthe process of risk selection and then pricing therisk after its
selection. There are different methods, which may be used in health insurance
underwriting. Thesearemedica underwriting, non-medica underwritingand numerica
rating method.

Medica underwriting isaprocessinwhich underwritersuse hedth related information
through apreinsurance medical screening of aprospect to takeadecision regarding
acceptance or rejection of the application. An underwriter need to adopt abalanced
approach where heisneither too liberal nor too strict while assessing therisk. Age of
the proposer, health status, current medical conditionsof the proposer, medicd history
of thefamily and hereditary diseasesin thefamily, etc. areimportant underwriting
consderations.

If you want to take aheal th insurance policy without going through the process of
medica underwriting, i.e. without medical check-upsand tests, thenyou may opt for
those palicies, whichworkson non-medica underwriting. Thereisanother method,
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whichisknown asnumerical rating method wherenumerica or percentage assessments
are made on each component of therisk. Thismethod ensures consistency inrisk
classfication.

Risk assessment by underwritersisvita toinsurance companiesasit kegpstheinsurance
systeminbalance. Risk isclassified into standard and sub-standard risks. Insurance
companiesgeneraly imposeexclusionstoal policyholders, tolimit their exposureto
risk by implementing standard or general exclusions, which onemust beawareabout.

Group hedthinsurance plansarethosethat provide coverageto agroup of individuals
who areapart of arecognized group.The factorswhich areresponsiblefor group
health insurance underwriting are: Existence and size of the group; Typesof industry;
Typeof group; Eligible personsfor coverage; Option for opting out; Graded Cover;
Group composition; person paying the premium; Differencein hedthcare costsacross
regions, preference for Specific Third Party Administrators (TPA); Past claim
experience; Number of dependents covered; and guidelinesof IRDAL.

Thegenera pattern of underwritingin overseastravel insuranceissimilar to health
insurance because in overseastravel insurance policy the main cover isthe health
cover. Therearetwo plansfor general cover, for countriesexcluding USA and Canada
and another for USA and Canada. The expensesfor USA and Canadaare highest
and the premiumisal so high ascompared to other countries.

Themainunderwriting factor considered for the persona accident policy isoccupation
of proposer. Therisk groupsof insured person are classified on the basi sof occupation.
omedica examinationisusualy requiredfor renewa or fresh cover.

ml!lll»

TERMINAL QUESTIONS

o)

=

What arethemost common methodsof underwritingin Hedth Insurance? Explain
withthehelp of examples.

N

Explainthefactorsaffectingthe Medical Underwriting.
3.  Explainthefactorsaffectingthe Non-Medica Underwriting.

4.  What aretheAdvantagesand Disadvantagesof using Numerical Rating Method
for underwriting?

5.  Explainthe processof underwriting used in health insurance through aflow
chart.

6. What arethedifferent underwriting decisions, which an underwriter hasto take?
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7.  Explanwhy mgority of policiesimposeexclusons. Giveexamplesof standard Health Insurance
exclusonsusedin mogt hedthinsurancepolicies.

8.  Explanthefactorsthat affect theunderwriting processfor group hedthinsurance.

9.  Howtheunderwritingisdonefor the Overseas Travel Insurance policies? What
aretheimportant cons derationsthat should be considered while underwriting

OverseasTravel Insurance policies? —
Notes

10. Explaintheprocessof underwriting Persona Accident Insurancepolicies. On
the basis of Occupation, how the risks associated with theinsured person are
classfiedintodifferent categories?

‘E‘I ANSWERS TO INTEXT QUESTIONS

101
1. (d) Alloftheabove
2. (@ Medicd Underwriting
3. @ underwriter focuseson accepting thegood risk or best risk only

(c) Adopt abaanced approach to cater both good and bad risks

o &

(d) All of theabove
6. (c) conductingpremedical check-upsof prospect
10.2
1. (b) Non-Medica Underwriting
2. (@ Todrikearightbaancebetweenthebusnessandrisk
3. (b) Underwriting philosophy of thecompany
4. (c) Numerica ratingMethod
5. (¢) Theunderwriter useshissubjectiveknowledgeto ratethefactors
10.3
1. (b) Offercommissontotheagentfor bringinggood casesfor underwriting
2. (@ Increasing ExtraRisk

3. (@ Forlimitingther exposuretorisk
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Health Insurance 4. (d) Noneof theabove
5. (@ OwneroftheGroup
104
1. (b) Changeinoccupation

o e 2. (b) Loadingisappliedtorenewa premium.
Notes

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplainthefactorsthat may affect the underwritingin case of group health
insurance, overseastravel insurance and personal accident insurance

® Tousetheknowledge gathered about health insurance underwriting in the
underwriting department
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HEALTH INSURANCE CLAIMS

11.0INTRODUCTION

A hedthinsuranceclamisarequest that ahedthinsurance policyholder submitstothe
Insurance Company in order to obtain the servicesthat are covered intheir health
insurance palicy. Inthisway, one can either submit theclaim form for reimbursement
or request the health insurance provider for acashlessservice. For both the cases, a
processisto befollowed with which every insurance agent or acustomer must be
aware. Thischapter will focuson explaining the health insurance claim process.

11.1 OBJECTIVES

After reading thislesson, youwill beableto:

® ExplaintheClamsmanagement processin hedthinsurance
® Recognizethe Stakeholdersinclaim process

® ExplaintheRoleof clamsmanagement ininsurance company
o

Discussthe Chdlengesin hedthinsurance

11.2CLAIMS MANAGEMENT IN INSURANCE

Theinsuranceisa'promise”’ andthepolicy isa"witness' for that promise. Clamisthe
event when insurance company needsto fulfil their promisewhich they did at the
proposal stage. Theclaim occurring dueto insured event istheright truetest of that
promise. The performance of insurance company iseva uated by how well it keepsits
clamspromises. Theclaim paying ability of insurer isoneof themainfactorsin health
insurance.
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11.3 STAKEHOLDERS IN CLAIM PROCESS

The stakeholdersinclaim processare asfollows: -

a)

b)

d)

f)

¢))

Cusgtomer- Theinsurancepolicy buyer isthefirst stakeholder and “receiver of
theclaim™. The proposer subsequently become policy holder who takespolicy.

Owners- Theownersarea so the promoters of theinsurance company. They
have big stakein theinsurance company asthey pay theclaims. They areliable
to keep the promise of paying theinsuranceclaim.

Underwriters- Underwritershavetheresponshbility to analyze, classify therisk
and decide policy terms, conditions and do appropriate pricing etc. The
underwriter takesthe decisionsregarding acceptance, declining or loading on
insurance policy. They arecaled the backbone of insuranceindustry.

Regulator- The insurance regulator, IRDAI (Insurance Regulatory and
Devel opment Authority of India) isakey stakeholder. TheobjectiveIRDAI is.

® Tomaintainorder intheinsuranceenvironment
® Toprotecttheinterest of policy holders.
® Toensurelongtermfinancia heath of insurance company.

Third Party Administrators- Third Party Administratorare insurance
intermediaries, who processhedlthinsurance clams. They processboth cashless
and rembursement heglthinsuranceclam. They arelicensed by IRDA to provide
the health servicesto hedthinsurance policy holder.

InsuranceAgents/ Broker s- Apart from sdalinginsurance policiesthel nsurance
agentsor brokersare also expected to provide after sales servicesto customers
likeat thetimeof claim.

Providers/ Hospitals- The panel hospital or providers must ensure smooth
claim experienceto customers. These panel hospitalshave collaboration with
third party administrator or health insurance Company to provide cashless
treatment. Hospita also play vital rolein customer satisfaction regarding health
insuranceclaim.

Open Vocational Educational Programme



HEALTH INSURANCE CLAIMS

Insurance
Company
Customers Underwriters
\ /
Sakeholdersin
Claim process
';‘\S‘Jgs"/e - > ~ ThirdParty
9 Administrators
Brokers

Hospitds Regulators

Figure 11.1: Stakeholdersin Claim Process

114 ROLEOFCLAIMSMANAGEMENT ININSURANCE COMPANY

Asper IRDAI Annua Report 2018-19- "The healthinsuranceincurred claimratio of
variousinsurance companiesrangesfrom 60% to 109%, with an average above 92%
lossratio of whole health insurance ,market”. Most of theinsurance companiesare
making underwriting lossesin health insurance business. Many health insurance
companiesare undergoing underwriting lossesdueto high claimratio.

Itisvery important to adopt good underwriting practi cesand efficient claim management
isrequired for underwriting profit.

11.5MANAGEMENT OF HEALTH INSURANCE CLAIMS

11.5.1 Challengesin Health I nsurance

Thechdlengesin hedthinsuranceare:

a  Asmos of thehedthinsurance policiesarefor hospitdization wherethesubject
matter covered ishealth care of human being. Thisbringsthe emotional touch
that isnot normally faced in other typesof insurance.

b)  Indiapresentsvery different gpproach of peopletowardstherr illness, itstreatment
andfollow up. Duetothissome peoplearevery cautiousand othersare careless
about their illnessand treatment.
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©)

d)

h)

Health insurance can be taken by an individual, a group like corporate
organization or through aretail selling channe likeabancassurance. Sowehave
ahedthinsurance product which isbeing sold asastandard product at oneend
while other being customized to satisfy needsof the customer at the other end.

Dueto different treatment methods, billing patterns, variationsin charges of
hedlth carefacilitiesit becomethechallengefor claimsdepartment to settlethe
dams

Evolution of new diseases, advancement in hedlth careindustry, development in

new treatment methods brings challengeto healthinsurance clamspersonals.
They need moretechnical skillsand constant improvement to handletheclaims.

Healthinsurancefraudsrelated to claimsare one of the biggest challengesfor
industry.

The steep inflation in health careindustry ispossessing challengefor health
insuranceindugtry resultingininflation of clambills.

Non standization of hedlth careindustry isalso achalengeto headth industry.

Thehealth insurance portfolioisrapidly growing. Therearelotsof general
insurance and standal one heal th insurance companies offering various products.
There aremorethan 100 productsin health insurance market and even one
insurer isoffering many different type of health insurance products. Dueto
variaionsintermsconditionsof policy thereisaneed for in-depth study before
handlingtheclam.

Thereisasgnificant growthin hedthinsuranceportfoliowhich bring themgor chalenge
to hedlthinsurancefor providing claim settlement serviceto policy holders. Theclaim
department need to befulfil theexpectation of policy holdersby fast claim settlement.
The health claims manager meetsthese challenges using expertise, experience and
varioustoolsavailabletohim.

. INTEXT QUESTIONS 11.1

1

Who among thefollowing isnot astakehol der ininsurance claim process?
a Insurancecompany shareholders

b) Human Resource Department
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C) Regulator
d TPA

2. Whichof thefollowing takesthe decis onsregarding acceptance, declining or
loading oninsurancepolicy?

ad Regulator
b) Third Party Adminigtrators
¢) Underwriters
d) InsuranceBrokers
3. Whichof thefollowing areinvolvedin selling of Insurance policies?
ad Regulator
b) Third Party Adminigtrators
¢) Underwriters
d) InsuranceAgents Brokers

4.  Whichof thefollowing areinsuranceintermediaries, who processhedlthinsurance
dams?

ad Regulator
b) Third Party Adminigtrators
c) Owners

d) InsuranceAgents Brokers

11.5.2 Claim processin Health I nsurance

Theclaim settlement in hedlthinsuranceisserviced by insurer itself/ inhouse TPA or
through the servicesof Third Party Administrator (TPA) authorized by insurer.

Thehedthinsurance passesthrough well-defined gepsstarting fromthetimeaclamis
intimated to insurance company or TPA to thetime claim payment isdone according
to policy terms. Each step hasitsown importance.

The processeswhich isexplained bel ow isspecificto hedthinsurance (hospitalization)
indemnity productswhich makesthemgjority of healthinsurance business.
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Therearetwo typesof claim settlement under health insurance policy. They areas
folows

a)

b)

Cashless Claim: The customer need not to pay the expenses at the time of
admission or treatment. A paneled or network hospital providesthe cashless
services based on a pre authorization send by insurance company or Third
Party Administrators and later the claims documents and |l ater submitsthe
documentsto theinsurer/TPA for settlement of the claim. Thistypeof claim
facility canbeavailed only in network hospital.

Reimbursement Claim: Inthistype of claimtheinsured will pay theclaim
amount from his pocket and then submit al claim settlement documentsalong
withbillsto TPA or Insurer. The TPA or insurer will reimbursethe claim amount
incurred during hospitalization after due verification in accordance with terms
and condition of the policy. Thistypeof claimissettled when the policyhol der
avail the claim benefit at non network/paneled hospital.

11.5.3 Sepsin Health Insurance Claims

In both cases, the basic stepsremain the same.

(@)

)

Intimation : Thisthefirst timewheninsured and insurer claimsteam contact
each other. Thepolicy holder can prior intimate theinsurance company about
availing hospitalization services before hospitalizationin case of planned
hospitalization and intimation can also be given after hospital admissionin
emergency hospitalization. Thepolicy holder shouldintimatetheinsurer within
24 hours of hospitalization in case of emergency and before 4 daysin case of
planned hospitalization. The timely intimation helps insurer to verify the
hospitalization claim. It hel pstheinsurer to verify the genuinenessof claimand
ensurethat thereisnoimpersonation or fraud. Intimation can be donethrough
24 hourscall centersrun by insurersand TRPAS. Theintimation canasobegiven
throughinternet/email/ fax.

Regigration: Clamregigrationisthe processof enteringtheclaminthesystem
and creating the reference number. It isused to tracethe claim. Thisisalso
known as claim referenceno, claim control no or claim no. The claim number
can bedphanumeric or numeric. Oncetheclaim notificationisreceived and the
relevant policy number and the received, person'sinformation are matched,
registration and the generation of areference number usually getscompleted.
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A reserveamount isgenerated themoment theclamisregisteredincam syseminthe
accounts of theinsurer. The exact amount or estimate is not known at the time of
registration or intimation. Mostly onthebasisof historical averageclamsizeinitia
reserve amount or standard reserveisformed. Thereserveisrevised downwardsor
upwardsoncethe estimate or expected amount of liability isknown.

11.6 PREAUTHORIZATIONANDAUTHORIZATION FORM

Thepre-gpproval formissend by the hospital to Insurance Company or TPA for initia
cashless. The TPA card along with theld proof isalso send along with thisform. The
TPA will issuethe authorization | etter for the cashless claim serviceto hospital asper
thetermsand conditionsof theinsurance policy. The pre authorization givefollowing
information:

®  Trestingdoctor,

Condition of patient at thetime of hospitalization,
Proposed diagnosis,

Proposed length of stay and

Lineof treatment.

Proposed expenses

Themoment the preauthorization formisreceived by TRPAthey will sart the verification
of claim.Firstly they will seethe policy running status, policy termsand conditions,
proposal form (match with the declaration by the patient in the pre auth form). After
convincedthe TRA will releasetheinitial cashless.

Verification of Customer- The policy holder who isadmitted in the hospital for
cashlesstreatment isverified by the TPA to insure that the person insured and the
person hospitalized arethe same. Thisexerciseisdoneto prevent impersonation which
iscommonly encountered fraudin healthinsurance. Thiscan beverifiedwith TPAcard
and authentic valid Id proof.

11.7VERIFICATION OF DOCUMENTS

Thenext step after registering aclaimisto verify that al the necessary paperwork has
been received for processing.
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Health Insurance Claim process broadly comprises of following steps (not in exact order)
Intimation
Registration
Notes Verification of Documents

CapturingtheBilling I nformation

Coding of Claims

Processing/Adjudication of Claim

Arrivingat theFinal Claim Payable

Payment of Claim

Management of Deficiency of Documents/
Additional I nformation Required

Denial Claims

Suspect Claimsfor MoreDetailed I nvestigation

Management of Claim Documents

Audit of Claims

Figure 11.2: Processof Claim Management
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It must be understood that thefollowing conditionsmust bemet in order for aclaimto
be processed:

1. Proof of theillnesswith documentary evidence.

2. Treatment provided at hospital

3. In-patient duration of hospitalization

4.  Diagnostic Reportsof patient

5 Payment madeto the hospital

6.  Trestmentadvice

7.  Evidenceof Payment madefor medicd implantsetc.

The claim processor checks out the documentswith the help of checklist. Check lists
arepart of the processing documentsin most of theinsurance companies.

At thisstage any missing documentationisnoted. Themissng documentsarerequested
from customer or hospital who has not submitted. Firstly insurance companiesdo
scrutiny of al thedocuments submitted and afterwardsrequest for addition information
or documentsif required for customer convenience.

11.8 CAPTURING THE BILLING INFORMATION

Inclaim processcyclebillingisvery important step. Generally hedthinsurersprovide
indemnifying expensesincurred in medica treatment asper termsand condition of the
policy. Therearevariousheadsunder whichthebillingisdone. Generdly thetrestment
chargesareclassfiedinto:

® Room, board and nursing expensesincluding registration and service charges.
® Chargesfor ICU and any intensive care operations.

®  Operationthegtrecharges, anesthesia, blood, oxygen, operation theatre charges,
surgica appliances, medicinesand drugs, diagnostic materiasand X-ray, diaysis,
chemotherapy, radiotherapy, cost of pacemaker, artificia limbsand any medica
expensesincurred whichisintegral part of the operation.

®  Surgeon, anesthetist, medica practitioner, consultant's, speciaists fees.
® Ambulancecharges.

® Investigation chargescovering blood test, X-ray, scans, etc.
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® Medicinesanddrugs.

Inorder to accurately settleclaims, information under these headingsiscaptured from
customer-submitted documentsthrough an examination process.

Thechdlengesinvolved with each hospita using aseparatetechniquefor billing areas
follows, despite effortsto standardisethebilling pattern of hospitas:

® Somenon-payables, including servicefeesor dietary expenses, may beincluded
inroomrates.

® A singlebill may contain various categoriesor alump sum payment for all
investigationsor al medications.

®  Theuseof uncommon names, suchascalling nursing charges™ servicecharges.”
® Theuseof termsinthebill such"similar charges,” "etc.,” and "alied cogts'

Wherethebilling isnot clear, the processor seeksthe breakup or additiona information,
sothat the doubts on the classification and admissibility areresolved.

Toaddressthisissue, IRDAI issued Health Insurance Standardi zation Guidelineswhich
have standardized theformat of such billsand thelist of non-payableitems.

Package Rates

Thesedays TPA/ Insurance companies have entered into package rateswith panel/
network hospitals which are known as agreed package rates for the treatment of
some specific diseases. Thiswas madefor standardizing thetrestment procedureand
pricing for treatment. Previoudy therewas dispute between various stake hol ders of
health insuranceviz. policy holders, hospitals, TPA/Insurance companiesregarding
payment of claims. Some hospitalswereinflating thebillsresultingin denia or partia
settlement of claims. Dueto thisthe policy holder wasnot satisfied. Thesedays, for
treatment at Preferred Provider Network and alsoin case of Ayushman Bharat, package
cost of many procedures has been pre-fixed.

Packageratesincludes

d  Roomcharges

b) OT Charges

C) Invedtigationshbased on standard protocol
d) Medicinesduringthein-patient period

€)  Surgeonother doctor fees
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Some examples of Packageratesare-

a  Angioplasty, CABG or Open heart surgery package

b)  Normal delivery, Caesarean delivery, hysterectomy package
c)  Appendectomy package

d) Gastrointestina disorder packages

If any additiona costsdueto complicationsafter surgery isincurred that are charged
separately on actual basisif incurred over and above agreed amount.

11.9CODING OF CLAIMS

World Hedlth Organization (WHO) devel oped International Classification of Diseases
(ICD) codesare the most important set of code used worldwide.

Procedure codes, like Current Procedure Terminology (CPT) codes, are used to
record the conditionin astandardised format. They record the procedures carried out
totreat the sickness.

Insurance Information Bureau (11B), adivision of the Insurance Regulatory and
Development Authority (IRDAL), has established an information bank where such
datamay beanaysed asinsurersincreasingly rely on coding.

11.10 PROCESSING OF CLAIM

Therearetwo important question during claim settlement process. They are:
® Istheclaim payableunder the hedlthinsurance policy?
® Ifyes whatisthenet payableamount under the policy?

Undergtanding avariety of policy termsand conditionsaswell astherates set forth by
thehospitd, intheevent that treestment was carried out at anetwork hospita, isnecessary
for answering each of these questions.

Acceptanceof aclaim
Thefollowing requirements must be met for ahealth claim to be accepted.

i Thepatient needstobecover ed by thehealth insuranceplan- It isimportant
to check and match the names, photograph, insured age and hospitalized person.
There have been instances where the names of the person insured does not
match with the person hospitalized. It isimportant that both the personissame.
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Thistypeof fraud isvery common in health insurance. Thiscan beverified by
sending an officia representing heal th insurance company or TPA.

Insured patient admission within policy period- Thedate of admission should
bewithin policy period. Thehedthinsurance policy isgenerally issued for one
year. The expensesinvolved relating to theillness such asinvestigations or
medicinesjust beforethe hospitaization and for the period after thehospitdization
are also covered in most of the policy as expenses related to pre and post
hospitalization. The preand post hospitalization expenses should pertaintothe
sameillnessfor which hospitalization takesplay.

Hospital definition- Thepolicy holder should check thenetwork hospita before
admissionin planned and cashlesshospitalization. Thiscan bedoneby calling
the concerned TPA or health insurance company. It can also be verified by
agent or visiting insurer/TPA website. All hospital sdisplaysthe TPA names
associated with them onthedisplay board a reception area. Thehospita definition
isvery relevant in case of reimbursement cases. Thehospita inwhichthepolicy
holder isadmitted should come under the category of hospital asprescribed by
IRDA regulations. Thehospital should beregistered withlocal authorities, should
haveat least 15 beds(in class C townsit should be 10), well equipped operation
theatre, well quaified nursing staff and qualified Doctorsemployed round the
clock. The purpose of thisdefinition isto ensurethat thetreatment carried out
wasfor aproper hospitalization and not an outpatient treatment. The health
regul ations and standardi zati on guidelines both have defined the requirements
asregardsMedical Establishment and Hospital.

Domiciliary hospitalization

Health insurance policies cover domiciliary hospitalization. It meansif the
treatment istaken at homein Indiafor aperiod exceeding 3 daysfor adisease
which normally requirestreatment at hospital/nursing home.

Domiciliary hospitaisationisonly coveredif theinsured patient'scondition makes
itimpossiblefor themto betransferred to ahospital or nursing homeor if they
areunableto betransferred dueto alack of space.

Hospitalisation Period

Generally, theinsured person needsto be hospitalized for at east 24 hoursto
avail thebenefit under healthinsurance. Thedate, time of admissionaswell as
dischargeisredly very important for settlement of claims. Theonly exceptionto
theabove conditionisDay Care procedures. Dueto advancement of technology
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Vi.

vii

in healthcareindustry, it led to many procedures simplification wherelong
hospitalization wasrequired. Many medical procedureslike cataract removal,
dialysis, kidney stoneremoval etc which can be donewithin 24 hourson day
carebasis. Inmany day caretreatments pre agreed rate are decided between
insurance company or TPA with network hospital which led to medical cost
certainty.

Day-caretreatments

Many medical treatmentsthat wereformerly quite complex and necessitated
lengthy hospitalisation have been made simpler asaresult of technological
improvement in the medical sector. Thereare now many medical procedures
which do not requirethe need for hospitali zation exceeding 24 hourswhichisa
conditiontoavail hedthinsurance claim. Sometreatmentscan now beperformed
inaday carebasis, thanksto medical advancements. Themgjority of day care
treatmentsfollow apre-agreed package pricing basis, which provides cost
certainty.

OPD treatment

Few hedlthinsurance policiescover outpatient treatment or consultationssubject
to aspecified suminsured. The premium for these policiesison higher side.
OPD coveragevariesfrompolicy to policy. Thereguirement requiringaminimum
of 24 hoursof hospitalisation does not apply to these reimbursements.

Treatment procedur eor line of treatment

All hedlthinsurance companiescover alopathic trestment basedhospitalization
expenses. Some companiescover AY USH benefitspartialy with sublimitsor
put thetreatmentsunder exclusions. AY USH benefitsareasfollows:

® Unani

® Siddha

® Homeopathy
® Ayurveda

® Naturopathy etc.

Magjority of hedlthinsurance policiesput thesetrestmentsunder exclusionswhilesome
insurance policiescover oneor moreof thesetreatmentswith sub-limitsattached toit.
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viii.

Pre-existing illnesses

It refersto conditions, any disease or any related conditionsfor whichthepolicy
holders had shown any signsor symptomsand or diagnosed for any diseaseor
received medical treatment or opinion within4 yearsprior to health insurance
policy. If aperson disclosesany disease or ailment at thetime of taking the
policy, it comesunder the pre- existing clause and insurance company will not
cover that particular ailmentsupto next four years.

Inhedthinsurancetherearetwo modificationsto thiscondition.

® Thefirgtisinthecaseof groupinsurancewheretheentire group of people
isinsured, with no selection againgt theinsurer.

® Thesecond modificationisthat pre-existingillnessesare covered aftera
certain period of continuous coverage. Thisfollowsthe principlethat even
aconditionispresentinaperson, if it doesnot show up for acertain period
of time, it cannot betreated asacertainty.

I nitial waiting period

All new healthinsurance policy haveinitial 30 daysexclusion period(except
accident related hospitalization). Thereare particular diseaseswhich are not
covered for first one/two or maximum upto 4 yearswhich entirely variesfrom
company to company product. Thecdamsmanager will check theailmentswhich
comesunder waiting or exclusionsperiod.

Some of examplesfor waiting period are hernia, cataract, pilesetc
Exclusions

Thereare set of excludedillnesswhich are not covered under health insurance
policy. Thelist variesfrom companies product to product. The diagnosisis
carefully examined to check if theillnessfalsin any of the excluded conditions.

Generd exclusonsunder thehedlthinsurancepoliciesare;
® Maternity (but coveredinvery few policies).
® OPD andDental treatments.

® HIV, Hormonetherapy, obesity treatment, fertility treatment, cosmetic
surgeries, tc.

® llIinesscaused by alcohol/drug abuse.
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Xi.

® Medica treatment taken outsideIndia

® Highhazardactivities,

® guicideatempt,

@ radioactivecontamination.

® Admissonfortests/investigation purposeonly.
Adherencetotermswithregard totheclaims

Theinsurance policy aso specifiesvariousmeasuresthat the Insured must teke
inthe event of aclaim, someof which arecrucia for the claim'sacceptance.

(Note: Theremaining processwill be discussed in the next chapter)

. INTEXT QUESTIONS 11.2

1

Cashlessclamfacility canbeavailedin
a Network hospital

b) AnyHospita

c) Non-Network Hospital

d) Noneof theabove

isthe process of entering the claimin the system and
creating areference number using which the claim can betraced any time.

a Intimationof Clam
b) Regigrationof aclam
c) Codingof Clam

d) Denid of Clam

In Health Insurance, |CD Codesstandsfor

a Internationa Classification of Diseases(ICD) codes
b) Interna Classification of Diseases(ICD) codes
¢) Internationa Classfication of Doctors(1CD) codes

d) Internal Classification of Doctors(ICD) codes
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4.

A hospital, which hasan agreement with aTPA/Insurer for providing cashless
treatment isreferredtoasa

a IRDAI

b) Network hospital

¢) Ombudsman

d) Insurancerepostory

are those which do not have tie up with TPA and any
policy holder seeking treetment in these hospital swould haveto pay thetreatment
and later claim as per the reimbursement procedure.

a Centrd hospita

b) Non Network hospital
c) Cashlesshospitas

d) Pane hospitd

An insurance company settles the claim through its own claim processing
department (in house) or tiesupwitha which undertakesto
dothison behaf of theinsurance company.

a IRDAI

b) Network Hospita

¢) Ombudsman

d) ThirdParty Administrator

Thefirst stlepin health insurance claim settlement processis.
a Intimaion

b) Biling

c) Preauthorizaion

d) Authorization
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HEALTH INSURANCE CLAIMS

8.  Exclusonsunder hedthinsurancepalicy isare:
a HIV
b) Attempttosuicide
c) Botha)andb)

d) Noneof theabove

©-| WHAT YOU HAVE LEARNT

Therearedifferent stakeholdersinvolvedinthe processof hedlthinsuranceclaimslike
Insurance Company; Underwriters, Third Party Administrators, Regulators, Hospitals;
InsuranceAgents/ Brokers, Customers, etc. Toimprove outcomesfor theorganisation
and policyholders, strong underwriting practisesand effective claim handling must be
adopted. Any practitioner must have a thorough understanding of the peculiar
characteristics of the health insurance portfolio in order to manage health claims
efficently.

A claim may be handled by the insurance company directly or by a Third-Party
Adminigtrator (TPA) that theinsurance company hasauthorised. The claim under an
indemnity policy could beaCashless Claim or aReimbursement Claim. In both the
cases, badic sepsremainthe same, which are: Intimation; Registration; Verification of
Documents; Capturing the Billing Information; Coding of Claims; Processing /
Adjudicationof Claim.

Theremaining stepsyouwill learninthenext chapter whichwill include:Arriving e the
Fina Claim Payable; Payment of Claim; Management of Deficiency of Documents/
Additiona Information Required; Denia Claims; Suspect Clamsfor More Detailed
I nvestigation; Management of Claim Documents; and Audit of Claims.

ml!lll»

TERMINAL QUESTIONS

o)

=

List down the stakeholdersinvolvedin the processof claim processin health
insurance.

N

Briefly explain the challengesin the hedthinsurance claim management.
3. Explaintheclaim processinhedthinsurance.
4.  Writeanoteon Cashlessclaim and Reimbursement claim.

5. What aretheconditionsfor theAdmissibility of aclaimin healthinsurance?
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Health Insurance 6. Writeanoteona) Pre-existingillness, b) Initial waiting period.

7. How doesthe cashlessfacility work? Explain using examples.

‘E ANSWERS TO INTEXT QUESTIONS

111
" Notes 1. (b) HumanResourceDepartment
2. (0 Underwriters
3. (d) InsuranceAgents Brokers
4. (b) ThirdParty Adminigtrators
11.2
1. (@ Networkhospita
2. (b) Regigrationof aclam
3. (@ International Classification of Diseases(ICD) codes
4. (b) Network hospita
5. (b) NonNetwork hospital
6. (d) ThirdParty Administrator
7. (&) Intimation

8. () Both(a)and(b)

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplaintheroleof different stakehol dersinthe processof claim management
and theimportant termsused in the process of managing aclaim.
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HEALTH INSURANCE CLAIMS
PART-I|

12.0 INTRODUCTION

In the previous chapter you have studied that for both Cashless Claim or a
Reimbursement Claim, basic steps which needsto befollowed remainsthe same,
whichare: Intimation; Registration; Verification of Documents; Capturing the Billing
Information; Coding of Claims, Processing/ Adjudication of Claim and many more.
Thischapter will focuson theremaining sepswhichyouwill learninthischapter. The
remaining stepsof claim management processwill include: Arriving at theFina Claim
Payable; Payment of Claim; Management of Deficiency of Documents/ Additional
Information Required; Denid Claims, Suspect Claimsfor MoreDetailed Investigation;
Management of Claim Documents; and Audit of Claims.

12.10BJECTIVES

After reading thislesson, you will beableto:
® ExplantheClaimsmanagement processin healthinsurance
®  Explanhowtheamount of final claimiscalculatedin Health Insurance

® Describethe Cashless settlement processby TPA

12.2CLAIM PROCESS IN HEALTH INSURANCE

You have studied in the previous chapter that aseries of stepsareto befollowedin
caseof both Cashlessor Rembursement claims. Someof theinitia gepswereexplained
inthe previous chapters. Now, et us understand the remaining stepswhich needsto
befollowed during aprocessof claim management.
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12.2.1 Arriving at the Final Claim Payable

Thenext sep after Adjudication of Claimisto decidethe hedlthinsurance claim amount
payable. Thefactorsfor deciding thefina claim payableareasfollows:

Availability of Sum Insured under health insurancepolicy- Insomepoalicies
thehedthinsurancepolicy isissued onfamily floater bas swherethesuminsured
isfloatingandisavailableondl family memberswithinthetimeperiod. Infamily
floater dl family memberscollectively or individualy can claim under onesum
insured. Inindividua healthinsurancepoliciesgiventothefamily thereisan
individual suminsured giventotheeach family members. Inthisformat if sum
insured of onefamily member isexhausted he/she cannot take the suminsured
of other family member. So the claimsteam seesthe sum insured inthe policy
beforearriving at final amount payable.

Sum insured left under the policy- The claims manager will seethe sum
insured left inthepolicy for themember after checkingany claim availed exlier.
It'sreally important to seethe sum insured left within the policy periodif any
clamisavailed under the policy within the policy period. Previoudy theclaim
department useto refer the hard copies stored at claim department offices. But
dueto digitalization these daysthe copy of palicy, proposa form submitted and
suminsuredleft inthe policy can be ascertained withinfraction of time.

Sub Limits- Inmany policiesthereisroom rent limitation asper thetermsand
condition of thepolicy. Thesublimit canbeinform of percentage of suminsured
or thereislimit per day in room rent. Similar kind of limits can bein ICU,
ambulance chargesetc. Theclamsdepartment will seethissublimit (if any) and
deduct theamount if it exceed inthat criteria. Therationa e behind putting this
wasto check the high claim ratio and moral hazard in health insurance. But
thesedaysthereare many healthinsurance productswithout sub limits.

IlInessbased specificlimits- Policy features can mention specific amount for
benefitslike maternity cover or disease specific limit. The claimsdepartment
will check any other capping inthe policy likeroom rent and nursing charges.

Cumulative Bonus- Many companies offersaddition suminsured or enhanced
suminsured by somepercentagefor every clamfreeyear. Thecdamsdepartment
will aso check no claim bonus or cumulative bonusin casewheretheclaim
exceedsthe available suminsured and thereis enhanced suminsured inthe
policy dueto claim free year. For example- For every claim freeyear health
insurance company can enhancethesuminsured by 20% éat thetimeof renewal.
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HEALTH INSURANCE CLAIMSPART-II

vi. Other expensescovered with limitation- The claimsdepartment will check
other limitslikeAY USH benefitswherethereislimitsup to specified percentage
of suminsured beforearriving at find claimsamount payable. Thereisasolimit
to health checkup costs of acertain limitsafter 4 year of the policy, hospital
daily cash payment with alimit per day.

vii. CoPayment under health insurance policy- The copayment meansthat
some percentage of claim amount isto be paid by insured and | eft amount by
insurer. Itisdoneat thefinal claim amount stage. The copayment isgeneral
applicablewith senior citizen policies. Deduction of non-payableitemsisalso
doneat thisstage. Non payableitemsare now standardized according to IRDAI
health insurance standardization guidelines. Previously TPA or insurance
companiesused to send itsown non payableitemsliststo policy holders.

Non-payableitemsin a health claim

Therearetwo typesof expensesincurred intreating of illness. They are:
®  Expensesrelatedto cureand

® Expensesrelatedtocare.

Theexpensesrelated to all medica costsare covered and it comesunder the category
of expensesfor cure. Generally hedlthinsurance policy coversexpensesfor curingan
illness

Earlier every TPA/insurance company used to haveitsown list of non-payableitems
but now the non-payableitems has been standardized under IRDAI Hedlth Insurance
Standardi zation Guidelines. IRDAI have prescribed the standardized list which has
about 199 itemsthat are generaly excluded from ahealth insurance policy.ltemson
thislist range from consumables, non-medical itemsincluding toiletries, cosmetics,
personal comfort or convenienceitems. telephone, laundry or internet costsare not
payable. Even medical itemssuch as spectacles, contact lenses, hearing aids, adhesive
bandage, crepe bandage, and gauze are not payable. In room-related costs, expenses
ontelevision, air conditioning, housekeeping and attendant costsare not payableif
they arebilled separately and are not part of theroom costs. Administrative costslike
theadmissionkits, discharge procedure, entrance passesor visitor passes, and patient
identification bands or nametagsare not payable by your palicy.
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Sepsfor final claim payablearrival are:

Sepl All billsand recei ptsto belisted under various heading likeroom rent,
doctor feesetc.

Sep 2 The non-payableitemsto be deducted from the claimed amount under
each head.

Sep 3 Any other limit applicablefor each expense head.

Sep 4 Arriving a fina amount payable and verify that thefinal amount payable
iswithinoveral suminsured.

Sep 5 At last deduct any copayment and non-payableitems chargesfor net
claim payableamount.

Payment of claim

After thefindization of claimamount payable, itisdirectly send to the network hospital
in cashless claim settlement and in reimbursement cases send to policy holder. The
find gpproved clamsamount issend to A ccountsor Finance department. The customer
receives claim amount payment either through cheque or transferred directly through
NEFT in customer account. The necessary tax isdeducted (if any) from claim amount
and then the payment is send to the concerned hospital. TPA payment process may
vary frominsurer toinsurer. The detailsof payment paidisalso shared withthepolicy
holder through call center or smsservice. Theclaimistreated as settled when the
claim payment ismade. Reportsto management, intermediaries, customer and IRDA
areprovided on settled claims.

12.2.2 Submission of remainning documentsor additional infor mation required

Scrutiny of key documentsisnecessary for theprocessing of claims. Theseare patient
discharge summary, supporting diagnostic reports, and break up of final consolidated
bill, prescriptionsand medicinebills, recei ptsof payment, claim form and customer
authentication. Many atimesthereisdeficiency of required documents. The customer
isadvised to submit the necessary documents not submitted and adequatetimeis
givento submit required documentsfor claim settlement process. When theimportant
information required isoverlooked and policy holder doesnot respond to the queries
raised in such cases policy holder is send gentle reminders regarding necessary
information required for processingtheclaim.
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Additiona information may berequired at thetime of claim processing. Thismay be
becauseof:

ad  Whendiagnosisdetailsand history of diseaseisnot properly mentioned or
discharge summary of patient isnot provided according to prescribed format of
IRDAL.

b)  Thefull detail of prescribed treatment detailsisnot described in adocument
which requiresfurther clarifications.

)  Asperthedischargesummary thetreatment and medicineprescribed arenot in
linewiththediagnosisof illness.

d) Requiredbreakup of thebill isnot provided.
€)  Thetwodocumentsof insured patient having mismatch of age.

f) Dueto difference of date of admission or date of dischargeinthefinal bill and
dischargesummary.

g  Thefull indoor casepapers(ICP) arerequired for detall scrutiny of hospitaization
under claim settlement.

For additiond information or document requirement policy holder isintimatedinwriting
or through mail. These daysthe agent and policy holder areintimated about these
requirement through variousmeanslike Sms, e-mail etc. If theserequirement areasked
during hospitalization then network hospital will also beintimated for the same by
TPA/ Insurance Company. Therequired document will be provided by policy holder
and network hospitdl. If policy holder doesnot providerequired document or informeation
then TPA will remind him for the same. Thesetypesof informationarerequired for
claim processing. The claim settlement issubject to theinformation provided by policy
holder.

Example

ThelCPpapersarerequired by TPA/ Insurance Company for in depth study and if
the treatment protocol or procedureisnot according to termsand condition of the
policy theninsurance company may requirefurther information. Andif theseinformation
or documentsarenot provided within tipul ated timethen insurer may deny theclaim.
If insurer requiresaddition information or documentsit should not be assumed that the
insurer have accepted theclaim.

M anagement of missing or additional documentation, explanation andinformationis
main chalengein health insurance claim management. For claim settlement process
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required information or documents are needed but at the sametime we cannot ask
repeated requestsfor more and more documentsor information. Thiswill lead to
dissatisfaction and in convenience among policy holders. For thiswe can ask for
additiona information or documentsasconsolidated ligt of dl documentsor information
inonego.

12.2.3 Denial Claims

The hedlthinsurance claimsexperience showsthat 10-15 % of theclamsdoesnot fal
inthe preview of the healthinsurance policy. Thiscould be dueto variousreasons.

Someof them areasfollows:
I. Admission date of patient not within policy timeperiod

ii.  Thepatient admitted and whom the claim hascomeisnot covered under the
hedthinsurancepolicy.

ii. Pre-exigtingdiseaseor illness(Generally covered after someyears).

iv.  Delay in submission of claim without any valid reasons. (Specialy in
reimbursement claim)

v.  Patient admitted for investigations purpose only not for any disease/ illness
treatment.

vi.  Patientadmitted for excludedillnessor diseaselike HIV, dental treatment etc.
vii.  Thereasonfor admissionisdueto abuseof alcohol or drugs

viii.  Hospitalization lessthan 24 hours. (whichisgenera condition except day care
procedures)

X Fraudulentclaim

Repudiation or denial of hedlthinsurance claim (whatever thereason may be) needto
beinformedto policy holder inwriting citing thereason for denid of claim. It should be
supported by citing the policy termsand condition asreason for claim denial.

Denial of insurance claim should be done by the authorized person of Insurance
Company. Thedenial of the claim should befully justified becausethat reason for
denia isimportant in casethe policy holder takeany lega remedy.

Thepolicy holder hasvariousoptionsunder grievance redressal mechanismin case of
denid of clam. Firgtly policy holder should give representation to concerned insurance
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company andif heisnot satisfied with thereply of insurer or insurance company have
not replied within theturnaround time (TAT), policy holder can approach following:

® Integrated Grievance Redressal Mechanism (IGMSof IRDALI)
) I nsurance Ombudsman or
) Theconsumer forumsor

) Courtsof Law.

12.2.4 Suspect claims for more detailed I nvestigation

Healthinsuranceindustry isbleeding dueto high claimratio. Itisvery important to
focuson eliminating or reducing health insurance fraudulent claims.Fraud in health
insuranceisabig challengefor theinsurers. All insurance companiesarefacing the
problem of fraudsinall lineof business. Around 15 to 20% of total healthinsurance
clamsarefraudulent claim according to various estimates.

Someexamplesof triggersfor healthinsurancefraud areasfollows:

® Impersonation- Anact wherethe person admittedin hospital isdifferent from
theinsured

® Fabricated documents-toavail thehedthinsuranceclamwithout being admitted
inhospitd.

® Inflated medical expenses- Generally hospital inflatethebill to make profit
out of daim. Sometimesinsuredisa sowith hospitd inthistypeof fraud. Treatment
expensesare generdly higher ascompared to etiology.

®  Outpatient Treatment (OPD) converted toin- patient/ hospitdization (IPD)-
Sometimesinsured patient want to undergo diagnogtic testsonly for thishewill
beadmitted to hospital evenif itisnot required.

® Different treatment- Hospitd inliaisonwith insured patientgivetrestment for
the excluded disease/ilInesswhichisotherwise not coveredin hedlthinsurance
policy. But in | CP have shown some other disease which is covered under

policy.
®  Unnecessary expens vediagnostic tests conducted
® Diagnosisof theillnessand diagnostic test reportsare not rel ated to each other

® Lengthof stay inhospital ismorethan expected
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Post surgery reportsare not available (in surgical cases)
Claim settlement related documentsin perfect order

Thereishigher number of reimbursement casesfrom certain hospitals

When thereispattern where theinsurance agents, type of illnessand treating
doctor aresmilar inmany healthinsuranceclams

) All medicinebillsareinseria order

The hospital, chemist address, policy holder residence are not in same
geographica location

A groupinvolving policy holders, insurance agents, doctors, hospital making seriesof
falseclamisknown asfraud rings. Health insuranceindustry hascomeacrosswith
different typeof fraudsondaily basis. Itisvery important for TPA/ Insurance Company
to monitor the casevery diligently and monitor the caseson ground. Thesedays TPA/
Insurance Company havetheir ownin-houseinvestigation unit or they takethe help of
externa agency for investigation. Insurer should come up with strategy or mechanism
to control frauds.

Therearetwo methodsfor claminvestigations:
® Routineclamsand
® Triggereddams

A specified percentage of hedlthinsurance claimwould bephysicaly verified by Third
Party Administratorsor Insurance company to check frauds. Thisspecified percentage
could bedefined by TPA/Insurer for cashlessand reimbursement claims.

Random sampling method isused by TPAfor claim verification methods. Someinsurers
may specify that dl healthinsurance claim above certain amount woul d beinvestigated
and claim bel ow the specified amount be verified.

In another method the insurer/TPA each insurance claim goes through specified
checkpoints. Therearetriggersfor health insurancefraudsleading to investigation.
Someof them areasfollows:

I. Whenamgarity portion of fina clambill consstsof diagnogtictestsor medicines

ii.  Whenpolicy holder isinhurry to settlethe claimand putting pressureon TPA/
Insurer to do the same.

iii.  Owverwritingor cutting or whitener usedinbills. Theclamisinvestigatedif itis
suspected to be non-genuineevenif itisof small amount.
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. INTEXT QUESTIONS 12.1

1 isan act wherethe person admitted in hospital isdifferent
fromtheinsured
a Impersonaion b) Insured
¢ TRA d) Noneof theabove

2. Agroupinvolving policy holders, insurance agents, doctors, hospital making
seriesof falseclamisknownas

a FraudRings b) Faseclam

C) Impersonation d) Noneof theabove
3. Themethodsfor claminvestigationsisare:

a Routineclamsand b) Triggeredclams

c) Botha)andb) d) Noneof theabove

4.  Thepolicy holder optionsunder grievanceredressal mechanismin caseof denid
of clamigare

a Integrated Grievance Redressa Mechanism (IGMSof IRDAI)

b) Insurance Ombudsman

¢) Theconsumer forums

d) All of theabove
5. Policy holder shouldreport firstin case of denia of claim grievance:

a Insurance Company b) IGMS

c) Consumer Forum d) Insurance Ombudsman
6.  Whichof thefollowingarethetriggersfor hedthinsurancefrauds:

a) Higherlengthof stay inhospita for givenillness

b) Unnecessary expensivediagnostic testsconducted

c) Diagnosisof theillnessand diagnostictest reportsare not related to each
other

d) All of theabove
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Health Insurance 7.  Tomakethehedthinsuranceviable, thereisaneed to focuson:
a Reducing fraudulent clams b) Ildentifyingfraudulentclams
C) Classfyingfraudulentcdlams  d) Encouragingfraudulent clams

12.2.5 Cashless settlement process by TPA

How doesthe cashl ess system operate? An agreement between the TPA, theinsurer,

Notes J andthehospital formsthe basisof this. Other medical care providersmay also be
included intheagreements.

Inthispart, well examinethe procedurefor offering acashlessfacility:

CASHLESS CLAIMS

Cashlessisaservice provided by aninsurer wherein your hospitalisation expensesare
directly settled by theinsurance company.

AVAILING CASHLESSFACILITY FROM NETWORK HOSPITALS
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Sepl

When acustomer with health insurance becomesill or hurtsthemselves, they are
urged to check into ahospital. He or she (or someone acting ontheir behalf) goesto
the hospital'sinsurance desk with the necessary information, such asthe name of the
TPA, hismembership number, and the name of theinsurer, among other things.

Sep 2

Thehospita gathersthe essentid data, including thefollowing:

I. IlInessdiagnosis.

ii.  Trestment.

ii.  Nameof Treating Physician.

iv.  Proposed Hospitalisation Days, and

v.  Estimated Cost.

Theformat used to present thisisknown asthe cashless authorization form.
Sep 3

Theinformation onthe cashlessauthorization formisexamined by the TPA. It determines
whether cashless authorisation could begiven and, if so, for what amount. It doesthis
by comparing theinformation with theinsurance conditionsand, if applicable, the
agreed-upon tariff withthe hospital.

To makeadecision, the TPA may request moredetails. The hospital isimmediately
informed of the decision onceit hasbeen made.

TheRDAI Hedth Insurance Standardi sation Guidelines have now resulted in the
standardisation of both forms.

Sep 4

The hospital treatsthe patient while maintaining the money the TPA authorised as
creditinthe patient'saccount. Thepolicy may demand for themember to pay adeposit
payment to cover the non-treatment costsand any co-pays.

Sep 5

Thehospital comparesthe credit amount in the patient's account that was approved
by the TPA to the actual treatment coststhat were paid for by insurance when the
patient isready to bedischarged.
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Inthe event that the creditisless, the hospital asksfor further credit permissionfor the
cashlessprocedure. Theincreased amount isapproved after analysisby TPA.

Sep 6

The patient paystheinadmissible chargesand isreleased. Hewill berequiredto sign
both thebill and the claim form to finish the required documents.

Sep 7

Thehospital compilesall the documentsand providesthefollowing to the TPA for the
bill'sprocessng:

I Clamform

ii.  Dischargesummary/admissionnotes

ii.  Patient/ proposer identification card issued by the TPA and photo I D proof.
iv.  Fina consolidated bill

v.  Deailedhill

Vi.  Invedtigationreports

Vii.  Prescriptionand pharmacy bills

vii.  Approval letterssent by the TPA

Sep 8

After checking certaininformation, such asthefollowing, TPA will processtheclaim
and suggest payment to the hospital.

I. The patient who isbeing treated i s the same one for whom permission was
granted.

ii.  Handledthe patient'scondition for whichit had asked for approval.

ii.  Thebill doesnot includeany costsassociated with thetreatment of an excluded
illness

iv.  All restrictionsthat were made known to the hospital have been followed.

Calculatethe net payment amount after ensuring that thetariff ratesagreed uponwith
the hospital have beenfollowed.

The customer must also understand how to utilise thefacility to itsmaximum benefit.
Thethingsto remember are:
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I The customer must make surethat he or shehastheir insuranceinformation on Health Insurance
hand. HisTPA card, policy copy, termsand conditions of coverage, etc. are
includedinthis.
If thisisnot available, he can get moreinformation by gettingintouch withthe

TPA (through a24-hour helpline).

ii.  Thecustomer must confirmthat thehospital recommended by hisor her consulting
physicianisincludedinthe TPA'snetwork. If not, he should ask the TPA about
choiceswhereacashlessservicefor such treatment isoffered.

Notes

ii.  Heorshemust ensurethat the pre-authorization paperwork isfilled out correctly.
According to the 2013 Guidelines on Standardisation in Health Insurance, this
form hasbeen standardised by IRDAI. The TPA may refusethe cashlessfacility
or raiseaquestion if the matter isnot obvious.

iv.  Heorshemust makesurethat hospital feesadhereto restrictionslikeroom rent
or capson particular treatmentslike cataract surgery.

Itispreferableto know in advance what would be hisor her share of expenses
inthe event that he or shewantsto spend morethan what is permitted by the

policy.

v.  Priortodischarge, the patient must notify the TPA and ask the hospital to send
the TPA any additional approvalsthat may be necessary. By doing this, the
patient won't haveto wait around the hospital unnecessarily.

Itisaso possiblethat the customer requestsand takesan gpprova for cashlesstrestment
at ahospital but decidesto admit the patient el sewhere.

In such cases, the customer must inform and ask the hospital to communicateto the
TPA that the cashlessapproval isnot being used.

If thisisnot done, the amount approved could get blocked in the customer's policy
and could prejudicethe approval of the subsequent request.

. INTEXT QUESTIONS 12.2

1. Reimbursementclamfacility canbeavailedin

a Non Network hospital

b) AnyHospita
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¢) Network Hospital
d) Noneof theabove

2. Aninsurancecompany settlesclamthroughitsown claim processing department
(inhouse) or tiesupwitha which undertakesto dothison
behalf of theinsurance company.

a IRDAI

b) Network Hospita

¢) Ombudsman

d) Third Party Administrator (TPA)

3. Ahospital which hasan agreement withaTPA/Insurer for providing cashless
treatment, isreferredtoasa

a IRDAI

b) Network Hospita

¢) Ombudsman

d) Third Party Administrator (TPA)

4, arethosewhich do not havetie up withthetpaand
any policy holder seeking treatment in these hospitalswould haveto pay for the
treatment and later claim as per the reimbursement procedure.

a NonNetwork hospitals
b) Cashlesshospitas
¢) Network Hospital
d) Manhospitals
5. Choosethecorrect statement:
a) Cashlessfacility isnot provided at the network hospitals
b) Cashlessfacility isprovidedinall hospitas
c) Cashlessfacility isprovided only at the network hospitals

d) Noneof theabove
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©-| WHAT YOU HAVE LEARNT

Therearedifferent factorswhich helpsin deciding thefina claim payable. Oneneeds
to check theavailability of suminsured under healthinsurance policy aongwith how
much Suminsuredisleft under thepolicy in caseor previousclaims. Other important
factorswhich will determinetheamount onfinal claimsaresub limits, illness based
specificlimits, cumulative bonus, expensescovered with limitation, co payment under
hedlthinsurancepolicy.

Hedthinsurance policy coversexpensesrel ated withthecuring of ilness. IRDAI have
prescribed the standardized list which hasabout 199 itemsthat are general ly excluded
fromahealth insurance policy. ltemsof consumables, non-medical itemsincluding
toiletries, cosmetics, personal comfort or convenienceitems. tel ephone, laundry or
internet costsaregeneraly not payable. After thefinalization of claimamount payable,
it is directly send to the network hospital in cashless claim settlement and in
reimbursement cases send to policy holder.

Theseare someimportant documentswhich arerequired at thetimeof claim settlement
like patient discharge summary, supporting diagnostic reports, and break up of final
consolidated bill, prescriptionsand medicinebills, receiptsof payment, claim formand
customer authentication. Additiona information may berequired at thetimeof claim
processing.

Thereare certain reasonswhich may lead to denid of aclaim. Thereare someexamples
which can hel pyouintriggering healthinsurance fraudsand may include the cases of
I mpersonation, Fabricated documents, inflated medical expenses, Outpatient trestment
(OPD) converted toin-patient / hospitalization (IPD), Different treatment givento
patient among many others.

Thereisan agreement betweenthe TPA, Insurer and Hospital swhere TPA assistsand
insured for availing acashlessfacility during hospitalization.s

ml!lll»

TERMINAL QUESTIONS

o)

=

Explainhow the healthinsuranceclaim amountisca culated?Whet arethefactors
that may affect thefinal amount of claim payable?

N

Writeanote on Non-payableitemsin ahealth claim.

3. Why someof theclamsaredenied during the hedlthinsurance claim settlement?
Give examplesto support your answe.
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4.  Writeanoteontriggersthat can help youinidentifying heathinsurancefrauds?

5.  Explainthecashlesssettlement processby aTPA using examples.

‘E ANSWERS TO INTEXT QUESTIONS

121

12.2

4.

5.

@
@
(©
()
@
()
@

@
©)
()
@
(©

Impersonation
Fraud Rings

Both @) and b)

All of theabove
Insurance Company
All of theabove

Reducing fraudulent claims

Non Network hospital

Third Party Administrator (TPA)
Network Hospital

Non Network hospitals

Cashlessfacility isprovided only at the network hospitals

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Toexplaindifferent termsusedin health insurance claim settlement processto
theclient and the cashless claim procedureto the client during hospitalization.
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ROLEOFTPAINHEALTH
INSURANCE

13.0INTRODUCTION

You haveaready studied that many documentsarerequiredin Insurance at thetime
of taking aninsurance policy or during claims. Thesedocumentshelp different parties
in getting necessary information about the subject matter of insuranceand other related
aspects. In case of health insurance claims, some specific documents are required
which aredifferent from the documentsrequired in case of lifeinsurance or other
categoriesof insurance. The purposes of these documentsare to assesswhether the
clamisgenuineand payable; andif payable, how much amountisto bepaid. This
chapter will help you understand about these documentsand also aimsto explainthe
roleof Third Party Administrators (TPAS) in the claim management.

13.1 OBJECTIVES

After reading thislesson, youwill beableto:
®  Explainthedocumentation required at thetimeof Hedlth Insurance Claims
®  Describetheconcept of Claimsreserving

® ExplantheRoleof Third Party Administrators

132 DOCUMENTATION OF HEALTH INSURANCE CLAIMS

Different types of documentsarerequired for processing of health insurance claims.
Every document isrequired with an aim to answer two main questions- regarding the
admissibility (Istheclaim payable?) and regarding the amount of claim (how much
amount isto bepaid?).
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Health Insurance Some of themajor documentswhich arerequired to be submitted by the customersat
thetimeof hedlthinsurance clamsare explained bel ow:

— Discharge Summary
— Investigation Reports
Notes — Consolidated And Detailed Bills
Documentsrequired
duringHealth  —— Recei pt For Payment
InsuranceClaims
— ClamForm
— | dentity Proof

— Documents Contingent To Specific Claims

Figure 13.1: Documentsrequired during Health Insurance Claims

13.2.1 Discharge Summary

Discharge summary as the name suggestsisaclinical report prepared by health
professionalsat the conclusion of ahospital stay or seriesof treatments. Itisrequired
for processing health insurance claimsand isassumed to be very important document.
It containstheinformation regarding line of treatment and condition of theinsured
patient a thetimeof taking adischargefromthehospitd. Asper IRDAI Standardization
Guidelines, the contents of astandard Discharge Summary areasfollows:

1. Pdient'sName- Thepatient'snameshal betheofficia nameasappearinginthe
insurance policy document

2. TeephoneNo./ MobileNo. The contact numbersshall be specifically those of
thepatient and if pertaining to attendant, the same should be mentioned.

IPD (In Patients Department) No.
AdmissionNo.
Treating Consultant/s Name, contact numbersand Department / Specialty

Patient'sadmission datewith time

N o g &~ W

Dateof Dischargewith Time

208 Open Vocational Educational Programme



CLAIM DOCUMENTATIONAND ROLE OF TPAINHEALTH INSURANCE

8.

10.

12.

13.

14.

15.

16.

17.

18.

19.

20.

21.

22.

Medicolega case (MLC) Number / First Information Report (FIR) Number-
Where applicable, copy of ML C/FIR needsto be attached

Provisiona Diagnosisof disease/ilinessat thetimeof Admission
Find Diagnosisof insured patient at thetime of Discharge

|CD-10 code(s) or any other codes, asrecommended by the IRDAL, for Final
diagnosis

Presenting Complaintswith Duration and Reason for Admission
Summary of Presenting llIness

Key findingson physical examination at thetime of admission
History of acoholism, tobacco or substance abuse, if any
Significant Past Medical and Surgica Higtory, if any

Family Higtory if sgnificant/relevant to diagnosisor treatment
Summary of key investigationsduring Hospitalization
CourseintheHospita including complicationsif any
AdviceonDischarge

Name & Signature of treating Consultant/ Authorized Team Doctor

Name & Signatureof Patient / Attendant

A wdl written discharge summary playsavita roleinfast claim settlement processas
it helpsthe claim team to ascertain the disease/injury and line of treatment. If the
insured patient diesin the hospital then discharge summary istermed asdeath summary
inmgority of hospitals. Thedischargesummary documentisalwaysrequiredinorigind.

13.2.2 Investigation Reports

I nvestigation reports hel psthe doctor in ascertaining fina diagnosisand accordingly
lineof treatment isdecided to curetheinsured patient. Thisaso helpsinmonitoring the
progressof the patient. The medical examination should be conducted on the advice
of registered medical practitioner only andthese medica examination conducted should
berelated to thediagnosis.
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Investigation reportsusually consist of:
a  Bloodtest reports

b)  X-rayreports,

Cc)  Scanreportsand

d) Biopsy reports

Theinsurer may returntheoriginal filmslike X ray, CT scan and Ultrasound filmsto
insured on specific request. Generally all medical or investigation reportsneed to be
submittedtoinsurer inoriginal.

13.2.3 Consolidated and Detailed Bills

Theinsurance company / TPA pays the claim amount based on consolidated and
detailed bills. Whilethe consolidated bill offersthebig picture, the detailed version
breaksit down with reference codes. Non-payabl e expensesare scrutinised using the
detailed bill, where non-admissible expenses are rounded of f and deducted under the
expensehead to whichthey correspond. Therewerealot of problemsbecausedifferent
companiesuseto havetheir own billing format which sometimesdelaystheclaim
settlement. But now, IRDAI have prescribed the standardized format for thebill as
per theIRDAI Standardization Guidelines. According to theseguidelines:

1.  TheProvider shal submit origina invoicesdirectly toinsurer or itsrepresentative
TPAand suchinvoicesshdl contain, at theminimum, followinginformation:

a) theinsured'sfull nameand dateof birth;
b) thepolicy number;

c) theinsured'saddress,

d) theadmittingconsultant;

e) thedateof admissionanddischarge;

f) theprocedure performed and procedure code according to ICD-10 PCS
or any other code as specified by the|RDAI fromtimeto time;

g thediagnosisat thetimetreatment and diagnosiscode accordingto 1CD-
10 or any other code as specified by theIRDAI fromtimetotime;

h)  whether thisisaninterimor fina bill/account;

i)  thedescription of each Service performed, together with associated Charges,
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j) theagreed standard billing codes associated with each Service performed
and dateson which itemsof Servicewere provide; and.

k) theinsured'ssignature(inorigina).

13.2.4 Receipt for Payment

Theforma receipt of amount paid by theinsured to the hospital isalso required under
reimbursement of healthinsuranceclaim asitisacontract of indemnity. Many health
careprovidersor hospitals provide discount or concession on payable amount. In
thesetypesof cases, insurance companies pay only theamount actually paid on behalf
of insured patient. The payment recei pt should be submitted in original, numbered
and/or stamped.

13.2.5 Claim Form

Clamformistheformd official document that isused for processing theclaim. The
camformissubmittedinorigind by theinsured and issigned by theinsured/ customer.

The claim form has now been standardized by IRDAI and broadly consists of :

a  Detailsof the patient, person whoisprimary insured and the policy number
under whichtheclamismade.

b)  Detailsof theinsurancehistory

c) Detallsof the hospitalization such ashospital, room category, date and time of
admission and discharge, system of medicine, etc.

d)  Whether reportedto policein case of accident

e  Ddailsof theclaimfor whichthe hospitalization wasdoneincluding breakdown
of the codts, preand post-hospitalization period, detail sof lump-sum/cash benefit
claimed, etc.

f) Detailsof billsenclosed
g  Detalsof bank account of primary insured for remittance of sanctioned claim
h)  Declarationfromtheinsured.

Thepolicy holder'sdeclaration on claim formisvery important legal document. In
claim process, principleof utmost good faith isapplied through declaration formsand
any breach of which attracts the mi srepresentation clause under the policy.
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13.2.6 I dentity Proof

Theinsured haveto submit thevalididentity proof document at thetimeof claims. The
main purpose of identity proof isto prevent impersonation (pretending to be another
person for the purpose of fraud). It isto ascertain whether theinsured person and the
person taking treatment are same.

Generallyidentity proof document whichissought could be:
a  Votersidentity card,

b)  Drivinglicense,

¢) PAN card,

d  Aadhaarcard

€  Passport etc.

Theing stenceonidentity confirmation hasledinalargedrop inimpersonation casesin
cashlessclaimsbecausetheidentity proof issought before hospitalisation, makingit
the hospital'sresponsibility to verify and deliver the sametotheinsurer or TPA. In
reimbursement claims, theidentity proof servesalesser purpose.

13.2.7 Documents Contingent to Specific Claims

Some additiona documentsarerequired in certain typesof heathinsuranceclaims.
Theseare:

a Intheevent of anaccident, aFIR or aMedico-legal certificate given by the
hospital to theregistered police station may be necessary. Intheinstanceof a
traffic accident, it describesthe reason of the accident aswell aswhether or not
the personwasunder theinfluence of alcohol.

b)  Indoor papersinthe case of complex or high-value claims. Indoor case paper
or case sheet isadocument kept at the hospital end that detailsall treatments
offered to patientson adaily basisfor the course of their hospitalisation.

c)  Diayss/ Chemotherapy / Physiotherapy charts, asrequired.

d) Hogspita registration certificate, where the compliance with the definition of
hospital needsto be checked.

For processing of health insurance claims, claimsdepartment uses certaininternal
formatsfor documents. Theseare:
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Document verification checkligts, Health Insurance

Scrutiny/ settlement shest,

Quiality checks/ control format.

Theseformatsare not uniform acrosstheinsurers, Let usexaminethe purpose of the
documentswith asampleof their usua contents.

1

Document
verification sheet

e L Notes
Document verification sheet isas mpledocument

containing thechecklist of thedocumentsreceived from
the customer. Someinsurersmay provide acopy of
thisasan acknowledgement to the customer.

.| Scrutiny/pr ocess sheet

Itisusualy asingle sheet wheretheentireprocessing
notesare captured.

a Nameof the customer and id number

b) Claim number, date of receipt of theclaim papers
c) Policy overview, Section 64V B compliance

d) Suminsured and utilization of suminsured

€) Dateof hospitalization and discharge

f) Diagnosisand treatment

g Clamadmisshility / processngcommentswith
reason thereof

h) Computation of claimamount

i) Movement of theclaimwith datesand names of
peoplewho processed the claim.

.|Quality checks/

control format

Final check or quality control format isused for
checking of claim by aperson other thancdlaimhandler.
Besidescheck list and claim scrutiny questionnaire,
thequality control/audit format shall dsoinclude
informationrelaingto:

a) Settlementof claim,
b) Reectionof clamor

¢) Requesting for additiona information.
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Aealthinsurance ¥ 133 CLAIMS RESERVING

Thisrefersto theamount of provision madefor al claimsinthe booksof theinsurer
based onthe status of theclaims. Whilethislooksvery smple, the processof reserving
reguires enormous care - any mistakein reserving affectstheinsurer's profitsand
solvency margincalculation.

Notes [ Processing systemstoday have builtin capability to compute thereservesasat any
point of time.

. INTEXT QUESTIONS 13.1

1.  The documents collected during the health insurance claims helps in

a Assessngtheadmissibility (Istheclaim payable?)

b) Assessingtheextent of claim (how much amount isto bepaid?)
c) Bothoftheabove

d) Noneof theabove

2. detail sthe compl ete information about the condition of
thepatient and theline of treatment.

a Dischargesummary
b) Investigationreports
c¢) ClamForm
d) ConsolidatedBills
3. Whichof thefollowing isnot theexampleof Investigation reports?
a) Bloodtest reports;
b) X-ray reports,
C) Scanreports

d) Noneof theabove
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4, istheformal andlegal request for processingtheclam
andissubmittedinoriginal signed by the customer.

a Dischargesummary
b) Investigationreports
c¢) ClamForm

d) ConsolidatedBills

5. Which of thefollowing document is maintained at the hospital detailing all
treatment doneto anin-patient?

a Invedtigationreport

b) Settlement sheet

c) Casepaper

d) Hospitd regigration certificate

6.  Theamount of provisonmadefor al clamsinthebooksof theinsurer based on
thestatus of the claimsisknown as

a Pooling

b) Provisoning

C) Resaving
d) Inveding

13.4ROLE OF THIRD PARTY ADMINISTRATORS (TPAYS)

13.4.1 Introduction of TPAsin INDIA

In 2000, theinsurance sector was opened for private players. With this, lot of health
insurance productswerelaunched and demand for health care productsa soincreased
substantially. Therewasaneed for aninsuranceintermediary for post-sale services
who can servicethe health insurance policy holderswhich giveriseto formation of
Third Party Administrators(TPAS).

Seeing this, thelnsurance Regulatory and Devel opment Authority of Indiaallowed
TPAs to be introduced into the market under license from IRDAI, provided
theycomplied with The IRDAI (Third Party Administrators - Health
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Insurance)Regulations, 2001 notified on 17th Sept 2001. After this, new regulations
regarding TPA cameinto existenceknown as|nsurance Regul atory and Devel opment
Authority of India(Third Party Administrators- Health Services) Regulations, 2016.
Recently therewereamendmentsin previous TPA regulationsin 2019. Subsequently
Insurance Regul atory and Devel opment Authority of India(Third Party Administrators
- Hedlth Services) (Amendment) Regulations, 2019 wereimplemented.

Definitions:

" Third Party Administrator (TPA) meansacompany registered withthe IRDAI,
and engaged by an insurer, for afee or by whatever name called and as may be
mentionedin the health servicesagreement, for providing health servicesasmentioned
under theseregulations.”

" Health Servicesby TPA, TPA may render the following servicesto an insurer
under an agreement in connectionwith healthinsurance business:

a  savicingof clamsunder healthinsurance policiesby way of pre-authorization
of cashlesstreatment or settlement of claimsother than cashlessclaimsor both,
as per theunderlying termsand conditions of the respective policy and within
theframework of the guidelinesissued by theinsurersfor settlement of claims.

b)  servicing of claimsfor Hospitalization cover, if any, under Personal Accident
Policy and domestictravel policy.

c) fadilitating carryingout of pre-insurancemedica examinationsin connectionwith
underwriting of health insurance policies. TPA can also extend thisservicefor
lifeinsurancepolicies.

d) hedthservicesmattersof foreigntravel policiesand health policiesissuedby
Indianinsurerscovering medica trestment or hospitalization outsideIndia.

€  savicngof hedthservicesmattersof travel or hedth or medica insurancepolicies
issued by foreigninsurersfor policyholderswho aretravellingto India

f)  TPAsmay dsorender such other health Servicesto be offered under hedthcare
schemes promoted, sponsored or approved by Central or StateGovernment as
may be specified by theAuthority fromtimetotime.

g  any other servicesasmay be mentioned by theIRDAI".

The TPA services starts after the sale and once the policy isissued. Someinsurance
companiesdo not takethe servicesof TPA. Inthat case, they performthe servicesby
thein houseteam.
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13.4.2 Post Sale Service of TPAsin Health I nsurance

a)
b)

The hedlthinsurance commences oncethe proposal and premium isaccepted.

The health insurance company passesthe policy and insured detailstothe TPA
chosenfor servicing heathinsurance policy holders.

TPA after enrolling the insured members, issue a TPA card or member
identification card to policy holder inaphysical or eectronicform.

Thedlotted TRPAhd psthepolicy holdersto avail the cashlessand reimbursement
facility aswdl asprocesstheclam. They dso provide support toinsured members
regarding hospitalization and documentation.

The TPA withintheturnaround time (TAT) processesthe claim and providesthe
servicetothepolicy holder.

13.4.3 Objectives of Third Party Administration

The concept of Third Party Administrationin healthinsurancewasdevel oped with the
following objectives

a)

b)

To assist ahealth insurance customer in whatever way feasibleduring atime of
need.

Arrangefor cashlesscare at network hospitalsfor insured patients.

Tooffer clientswithfair andtimely claim settlementsbased on the claim papers
submitted and in accordance with the insurance company's procedures and
requirements.

Develop functiona competenceinthe processing of healthinsuranceclamsand
related services.

Responding to customersin atimely and appropriate manner.

To create an environment in which aninsured individual can obtain quality
healthcare at areasonable cost; and

To assist inthe generation/collection of important data pertai ning to morbidity,
costs, procedures, length of stay, and so on.
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13.4.4 Relationship between Insurer and TPA

Generdly hedlthinsurance companiesavail the servicesof TPA for post-sale services
of healthinsurance policies. But lifeinsurance companiesalso avail the services of
TPA for arranging pre policy medica check-up. Thishel psthemedical underwriter to
assesstherisk of proposer.

There is a contractual relationship between TPA and Insurer where process and
arrangement are built into the contract. IRDAI Health InsuranceStandardization
guiddines, now laysdown the guiddinesand provideaset of suggested standard clauses
for contract between TPA and insurance company.

Provider Networking Services

Call Centre Services

CashlessAccess Services
Servicesthat an _
I Customer Relations and Contact
nsurer expectsout Management Services
of thePTA
Billing Services

Claim Processing and Payment Services
Management Information Services

Figure 13.2: Servicesof TPA

Theservicesthat aninsurer expectsout of the TPA areasfollows:

A.

Provider Networking Services

" Networ k Provider meanshospital enlisted by aninsurer, aTPA or jointly by
aninsurer and aTPA to provide medical servicesto aninsured by acashless
fedlity.”

TPA isexpected to build the rel ationship with network of hospitalsby signing
MOU with them for providing cashlessclaimfor insured patients. Therecent
guidelinesby IRDAI requiretherel ationship to betri-partiteincluding theinsurer
and not just between theTPA and the provider.

TPA a so negotiate on schedul ed ratesfor various hospitali zation procedures
and can enter into package system for medical procedureswith network hospitas
whichreducethecost for insured and insurance companies. They can enter into
the contact with network hospital as preferred provider network (PPN).
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B.

Call Centre Services

TheTPA isoften expected to operate acall centrewithtoll-freelinesthat is
accessible 24 hoursaday, seven daysaweek.

TheTPA'scall centrewill provideinformation on:

a) thecoverageand benefitsprovided under thepoalicy.

b) Health-care-related processesand procedures.

€) Assgancewith servicesand cashlesshospitalisation.

d) Dataon network hospitals.

€) Information onthepolicy'savailablebaancesuminsured.
f) Clamdatusinformation.

g Assgancewith missing documentsintheevent of aclaim.

Thecal centreshould beaccessibleviaanationd toll-freenumber, and customer
carerepresentatives should befluent inthe maj or languages commonly spoken
by customers. The contract between theinsurersand their TPAsgovernsthese
specifics.

Access to Cashless Services

"Cashlessfacility” refersto afacility provided by theinsurer totheinsuredin
which paymentsfor treetment costsincurred by theinsuredin linewith thepolicy
termsand conditionsare made directly to the network provider by theinsurer,
according to theamount of pre-authorization alowed.

The contract requirestheinsurer to meet the following standardsin order to
providethisservice:

a) All policy-rdaedinformation must beprovidedtothe TPA. Itistheinsurer's
responsibility to deliver thistothe TPA.

b) Dataof policy membersshould beavailableand accessible, with no errors
or deficiencies.

¢) Insuredindividualsmust carry anldentity Card that identifiesthemwith the
policy and the TPA. The TRPA must providethisldentity Card inan agreed-
upon format, it must reach the member within areasonabletimeframe, and
it must bevalid during thepolicy duration.
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d) Basedontheinformation supplied for seeking the cashlessfacility, the TPA
must issue apre-authorization or aLetter of Guaranteeto the hospital. It
could request additional information to better understand the nature of the
condition, proposed treatments, and associated costs.

€) If theinformationisunclear or unavailable, the TPA may rgect the cashless
request, emphasising that rejection of the cashless option does not imply
refusal of treatment. Themember may aso pay andfileaclaim later, which
will beevaluated onitsown merits.

f) Inemergency instances, notification should be sent within 24 hours of
admission, and the cashl ess decis on should be communi cated.

Customer Relationship and Contact M anagement Services

TheTPA must provideaway for clientsto expresstheir complaints. Itiscommon
for health insurance claimsto be scrutinised and verified. It should also be
highlighted that asmall number of health insurance claims are denied because
they fall beyond the scope of the policy termsand conditions.

Furthermore, practicaly al healthinsurance claimsare subject to areduction of
someamount. Thesedeductionsirritate customers, especialy whenthereason
for thededuction or denial isnot properly explained to them.

Theinsurer needsthe TPA to havean efficient grievance management systemin
placeto ensurethat such grievancesareresolved asfast asfeasible.

Billing Services

Under thebilling services, theinsurer or aninsurance company expectsthe TPA
to providethreemgjor services:

a) Astandardized billing pattern from the TPA which can help theinsurer in
analysing the use of coverage under variousheads. The samewould helpin
decidethe pricing under different heads.

b) Confirmationfrom the TPA regarding theauthenticity of the claim amount
mentioning that theamount chargedinthebillsareasper theactua treatment
required for curingtheillness.

€) Inorderto standardized the dataacrossall TPAsaccording to different
National and Internationa Standards, diagnosisand procedure codesare
to becarefully captured.
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Trained and skilled manpower inthe TPA isrequired for properly coding
theproceduresand diagnosis, verifying thetraffic gpplicableand sandardizing
thestructureof thebills.

F.  Claim Processing and Payment Services

Claim Processing and Payment Servicesisthemost critical service offered by
the TPASs. It includes serviceswhich startsfrom the registration and includes
serviceslikeintimation, processing, recommendation, seeking approvasand
making paymentsfor the settlement of claims. Theinsurer hasto pay theclaim
amount tothe TRPAIn theform of advancemoney after taking necessary approvas
or may besettled directly by theinsurer through itsbank to the customer or to
thehospital. In case of cashlesstreatment, the payment isdirectly madetothe
TPA or thehospital.

TheTPA isexpected to record thedetail sof paymentsby theinsurer and should
periodicaly reconcilethe samewith theinsurers. Themoney received fromthe
insurer can only be used for making payments of the approvedclaimsand not
for any other purpose.

G, Management I nformation Services

A single TPA can beempanelled with many hospitalsand may provide services
totheinsurersfor large number of clamsin aparticular Sate, region or country.
Seriesof paymentsmay beinvolved in the settlement of asingleclaim. Thus; it
isexpected from aTPA to maintain theserecordsin asystem so that it can be
provided to theinsurance company asand when required. A strong M anagement
Information system for capturing dataand itsmanagement isrequired at theend
of aTPA. Thiswill help in providing information to both TPA aswell asthe
insurance company.

Thus, the scope of aTPA servicescaninclude end-to-end service of thehealth
insurance policiesissued by theinsurersor it could berestricted tofewactivities,
depending ontherequirementsand MOU with the particul ar insurance company.

13.4.5TPA Remuneration

Theinsurer paysthe TPA afeefor theservicesit provides. Thefeeisbased on one of
thefollowing:

a A percentageof the customer's premium (not including servicetax), b) A set
amount for each member the TPA takes care of for acertain amount of time, or

0
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b)

A fixed amount for each time the TPA performs a service, such aswhen a
member card isgiven or when aclamismade.

So, TPA givesinsurance compani esaccessto:

Viii.

Xi.

Cashlesssarvices

Putting together and analysing data

i. Acallineand helpfor customersthat are open 24 hoursaday.

A network of hospitalsand other medicd facilities.
Help for thelargest group of customers.
Making it easy for the customer tofileaclaim.

. Takingwith doctorsabout feesand pricesfor procedures.

Servicesmade easier by technology to hel pwith customer service
Verification andinvestigation of suspiciouscases

Analysisof claim patternsacrosscompaniesand important informationon
prices, new methods of treatment, emerging trends, and stopping frauds

Servicesthat reach more peoplequickly

. INTEXT QUESTIONS 13.2

1

Third Party Adminigtrators(TPAS) isachannd which providesservicesmgjorly
at thetime of

a)
b)
©)
d)

Beforethe Sdle
Atthetimeof Sale
Afterthesale

All of theabove

Which of thefollowing are the objectives of the Third Party Administrators
(TPAS)?

a)
b)

To organi se cashlesstreatment for theinsured patient at network hospitals.

Toprovidefair and fast settlement of claimsto the customersbased on the
claim documents submitted and as per procedure and guidelines of the
insurance company.

To help generate/collate relevant data pertaining to morbidity, costs,
procedures, length of stay etc.
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d) All of theabove
3. Thecdl centreof the TPA will not provideinformation relating to:
a) Coverageand benefitsavailableunder the policy
b) Processesand proceduresrelated to health claims
c) Guidancerdatedtothelineof treatment during hospitdization

d) Guidancerelatingtotheservicesand cashlesshospitalization

©-| WHAT YOU HAVE LEARNT

Hedlth insurance claimsrequirearange of documentsfor processing. Each document
isexpected to assist in answering thetwo key questions- admissibility (Istheclaim
payable?) and extent of claim (how much amount isto be paid?).

Discharge summary isthe most important document that isrequired to process a
health insurance claim which detail sthe compl eteinformation about the condition of
thepatient and thelineof treatment. I nvestigation reportshe psin providing thenecessary
information to understand the exact condition that prompted the treatment and the
progressmade during the hospitali zati on.Consolidated and detailed billshelpin deciding
what needsto be paid under theinsurance policy. Claim formistheformal and legal
request for processing the claim and issubmitted in original signed by the customer.
Thereare certaintypesof claimsthat require additional documentsin some specific
dams

Theclaimsteam usescertaininternal document formatsfor processingaclamlikei.
Checklistsfor document verification,ii. Scrutiny/ settlement sheet,iii. Quality checks/
control format. Claim reserving refersto theamount of provison madefor al clamsin
the books of theinsurer based on the status of the claims.

The scope of TPA services starts after the sale and issue of theinsurancepolicy. In
caseof insurersnot using TPAS, the services are performed by in-houseteam.Many
insurersutilizethe servicesof the TPA for post-sal e service of healthinsurancepolicies
whilefew insurers, especially fromthelifeinsurance sectoral so seek assistance of a
TPA for arranging pre-policy medica check-up service.

Thereare Servicesthat an Insurer expectsout of the TPA like Provider networking
services, Call Centre Services; CashlessA ccess Services; Customer Relationsand
Contact Management Services; Billing Services; Claim Processing and Payment
Services, and Management | nformation Services.
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TERMINAL QUESTIONS

List thedocumentsrequired at thetimeof Health Insurance Claims. Explainthe
need and importance of collecting these documents.

Explain why adischarge summary istermed asthe most important document
that isrequired to processahealth insurance claim. What are the contentsof a
standard Discharge Summary?

What arethe contents of the Claim form?

What do you understand by 'ClaimsReserving? Explain itspurpose.
Writeadetailed note on the'Role of Third Party Administrators (TPAS)'.
What arethe objectivesof the Third Party Administration?

What arethose Servicesthat an Insurer expectsout of the TPA?

‘E ANSWERS TO INTEXT QUESTIONS

131

13.2

(c) Bothof theabove
(@ Dischargesummary
(d) Noneof theabove
() ClamForm

(c) Casepaper

o g k~c w N P

() Resving

1. (¢) Afterthesde
2. (d) Alloftheabove
3. (¢) Guidancerdatedtothelineof treatment during hospitalization

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

Toassis thedientin completing thedocumentation a thetimeof HedthInsurance
Claimsand examinetheroleof Third Party Administratorsin Health Insurance.
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CLAIMSMANAGEMENT IN
PERSONAL ACCIDENT AND
OVERSEASTRAVEL INSURANCE

14.0INTRODUCTION

Imagineyou arehaving avacation in someforeign country and suddenly youfal ill or
aremet with an accident. You are neither familiar with theareanor much familiar with
thelanguage. What will you do next? To whom you will contact? Who will pay for
your medica expenses?All thesemay bethe concern of most of thetravelerstravelling
abroad. Overseas Travel Insurance can help you reducing your tension asit covers
variety of risksand providesyou the assistance required with the hel p of the service
providersknown asAss stance company. Similarly, therearerisksinvolvedinyour life
when you met with an accident. Personal Accident Insurance coversaccidental death
or disablement of thepolicyholder. Youwill first learn about Persona Accident Insurance
inthischapter and then the Overseastravel insurance will beexplained. Youwill also
learn about the claims management processin case of Persona Accident and Overseas
Trave Insurance.

14.1 OBJECTIVES

After reading thislesson, youwill beableto:

® Describethe Claims management processin case of Personal Accident and
Overseas Trave Insurance

® Explaintheroleof Assstancecompany in Overseas Travel Insurance
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redthinarance Y 14.2CLAIMS MANAGEMENT - PERSONAL ACCIDENT

14.2.1 M eaning of Personal Accident Policy

Per sonal Accident (PA) I nsuranceisan insurance policy which coversaccidental
death or disablement of the policy holder, arising out of unforeseen accident. Your
Personal Accident Policy may haveadd-on coverage which might cover themedical

Notes § expensesrelatedtoanaccident, funeral expensesin caseof adeath of aninsured, or
some educational expenses, etc. In case of adeath or disablement arising out of an
accident, fixed compensationispaid to thelegd heirsor theinsured.

The peril covered under the Personal Accident policy is"Accident”. Accident meansa
sudden, unforeseen and invol untary event caused by externd, visbleand violent means'.

Typesof disability covered- Thedifferenttypesof disability covered under the PA
policy areasfollows:

I. Permanent total disability (PTD)
i.  Permanentpartid disability (PPD)
ii.  Temporary tota disability (TTD)

Permanent Total
Disahility (PTD)

Typesof disability
covered in Personal
Accident I nsurance

7 N

Temporary Total Permanent Partial
Disability (TTD) Disability (PPD)

Figure14.1: Disabilitiescovered in Personal Accident Insurance

14.2.2 Claim Procedurein Personal Accident | nsurance

In caseof any accident or injury, theyou haveto giveanoticeto thecall centre of the
insurer immediately. Theinsured shall dsointimateinwriting about theaccident tothe
policy issuingoffice. In case of death, nomineeor thefamily membersshall informthe
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insurance company onimmediate basis. In case of Death, written notice of Deasthaso
must be given immediately beforeinternment/ cremation and in any case, within 30
daysafter thedeath. Intheevent of lossof sight or amputation of limbs, written notice
must aso begivenimmediately within 30 daysof suchlossof sight or amputation. All
certificates, evidencesand necessary information required by the company should be
provided by theinsured or thefamily membersin case of thedeath of theinsured.

Clamsmanager should becautiouswhilechecking someareasonreca ving theintimation
abouttheclaim:

a)  Detalsof the patient whether covered under the policy.

b)  Vdidity of theinsurance policy and whether premiumisreceived

c)  Lossundertheclaimiscovered under thepolicy period

d) Lossoccurred duetoaccident” and not becauseof illness.

€)  Checkfortheposshility of fraud and, if necessary, hireaninvestigator.
f) Register theclamand createareservefor it.

Maintain the turnaround time and K eep informing the customer about the
developments

14.2.3 Claims I nvestigation

Oncetheclamisintimated to theinsurance company by theinsured or the nominee of
insured, theinsurance company can assign aninvestigator to check the detail sof the
case. In the case of the death of the insured, post mortem report is required. Any
authorised representative of theinsurance company isallowed to examinetheinsured
by visiting the hospital inthe caseof any injury or disablement.

If any trigger to fraud or red alerts comes during claim settlement process, thenthe
professiond investigetor may beassgned to the casefor conducting detail ed verification.
Thereare certain caseswhich may trigger fraud or givesared aert totheinvestigation
teamin case of personal accident policy. The purpose of appointing investigator isto
stop thefrauds. Some of the eventswhich may trigger fraud are:

¢  Clamcoming after ashort timeof buying aninsurance policy (Close proximity
dams)

¢  longer period of disability wheretheweekly benefit amountishigh

¢  Discrepancy inclaim documentation
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IR TR R R SRR SR R

Repetitiveclamsby thesameinsured

Multipleclaimsthrough sameinsurance agents

Maximum claims coming from same geographical |ocation or place or hospital
I ndi cation of & cohol

Suspected suicide

Latenight Road TrafficAccident whilevehiclewasbeing driven by insured
Snakebite

Drowning

Fal fromheight

Suspected sicknessrelated cases

Poisoning

Murder

Bulletinjury

Frost bite disappearance

Homicide "an act of one human killing another. A homiciderequiresonly a
volitional act by another person that resultsin death, and thusahomicide may
result from accidental, reckless, or negligent actseven if thereisno intent to
causeharm. etc.”.

Themain objectives of theinvestigation areto verify thereal factsabout the casein

order:

a) Toknow theexact cause of loss (peril).
b) Tofind out how muchand what kind of damagewas done.
c) Togather information and proof.

d) Tofindoutif therearesignsof fraud or if theclaim amount hasbeeninflated.

In caseof any fraudulent claimsor if any fraudulent meansare used by the Insured or
by any other person on behalf of the Insured for obtai ning benefitsunder the Policy, all
benefitsshdl beforfeited and the policy shdl betrested asvoid. Theinsurance company
will not beliablefor making any payment for theclaims.

Important information to berecorded in case of Road Traffic Accident:
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Road tr affic accident

Exact time, date and | ocation of the accident

Whether theinsured wasdriving avehicleor wasapillionrider of thevehicle
involved in theaccident or apedestrian

Brief description of the accident
Wasthe policy holder under theinfluence of alcohol at thetime of accident?

In case of death, what wasthe exact timeand date of death, treatmentprovided
before death, at which hospital ,etc.?

Thepossiblereason for theaccident

There may bedifferent reasonswhich may resulted inan accident:

The accident may happen dueto the Mechanical failure (steering, brakefailure
etc.) of theinsured'sor opponent vehicle

It may be dueto any medical problem like heart attack, seizure etc. whicha
driver of thevehiclemay have

It may be dueto theinfluence of acohol, or because of any other factorslike
bad road condition, weather condition, speed of thevehicle, etc.

Some examplesof possiblefraud and leakagein per sonal accident claims

Temporary Total Disability (TTD) being extended for alonger period

I1Iness can be passed off asan accident. For example, abackache caused by a
disease could beturned into aPA claim after a"fal/dip" at home.

Accidentsthat happened before are said to be new by making up papers. A
natural death ispresented asan accident or apre-existing illnessthat caused
death after an accident.

Suicidal deaths posed as accidental deaths. The discharge voucher and the
post-mortem report are both important pieces of proof that are used to settle
persona accident claims, especidly thosethat involveadesth. 1t'sa soimportant
to get information about the nominee at the time of the proposal, and that
information should beincluded in the policy paper.
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14.2.4 Claim Documentation

Death Claim

a)
b)
©)
d)

©)

Duly filledupClaim Form

Attested copy of FIR/ Panchnama

Origind Degth Certificate

Original / attested Post Mortem/ Coroners Report

Attested copy of AML documents (Anti-money laundering)-
for name verification (passport/ PAN card/ Voter'sID /
Drivinglicense/ Aadhar card) for addressverification
(Telephonehill / Bank account statement / Electricity bill /
Ration card).

Legd her certificate containing affidavit and indemnitybond
both duly signed by all legal heirsand notarized

Affidavit fromthelega heirsof thedeceased (in case
nomination hasnot been filed by deceased)

Permanent Total
Disability (PTD)
and Permanent
Partial Disability
(PPD) Claim

Dulyfilledupcdamsform

Original/ copy of Firgt Information Report (FIR), if
gpplicable

Origina Certificatefrom Doctor of Govt.

Hospital stating the degree of disability

I nvestigation reportsand discharge summary document in
caseof hospitdization.

Termination letter for claim under "L ossof Employment”

Temporary Total
Disability (TTD)
Claim

d)

Duly filled up Persona Accident claim form signed bythe
damant

Original/ copy of Firgt Information Report (FIR), if
gpplicable.

Medical certificatefrom treating doctor mentioning thetype
of disability and disability period.

L eave certificatefrom employer giving detail sof exact leave
period, dulysigned and sealed by the employer.
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Theabovelistisjust for aguideline. Depending on thefactsof the case, especialy if
fraudissuspected, you may need to provide other papers, such as photos of scarsor
theaccident Site

. INTEXT QUESTIONS 14.1

1

Which of thefollowing iscoveredin aPersonal Accident policy?
a) Accidentd desth

b) Permanent/Partia accidental disability

c) Temporary tota disability

d) All of theabove

If ared alertisgenerated regarding the fraud after theintimation of theclaim,
cammay be

a Immediately denied

b) Assgnedtoaprofessond investigator for verification
c) Shall bereportedtothepolice

d) Noneof theabove

Themain objective(s) of investigationis/are

a Toexaminethecauseof loss

b) Toascertaintheextent and nature of loss

c) Coallectionof evidenceandinformation

d) All of theabove

Which of thefollowing statement istruein case of any fraudulent claims?
a Tota amount of theclamwill bepaid

b) All benefit under thisPolicy shall beforfeited and thepolicy shall betreated
asvoid

c) Somedeductionswill bemadefrom theclaim amount

d) Insuredwill begivenawarning fromthelnsurer
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5. Whichof thefollowing documentsarenot required to be submitted for Permanent
Tota Disgbility dam?

a) Dulyfilledupdamsform
b) Attested copy of FIR/Panchnama

c) Original Certificatefrom Doctor of Govt. Hospital stating the degree of
disility

d) Fitnesscertificatefromthetreating doctor certifying that theinsuredisfitto
performhisnormal duties

143 CLAIMSMANAGEMENT -OVERSEASTRAVEL INSURANCE

14.3.1 Overseas Travel Insurance Policy

Travel insurance provides coverage for the expenses and damage associated with
travellinginIndiaand abroad. It coversfinancia |ossdueto many unforeseen events
liketheft, deeth, medica emergencies, lossof luggage, flight delay, etc. that oneusually
tendsto overlook while planning the vacation or atrip.

Even though the Overseas Travel I nsurance policy hasmany partsthat cover many
non-medical benefits, itsunderwriting and claims handling were part of the health
insurance portfolio because medical and sickness benefit wasamong themajor risks
whichwas covered by these policies.

a) Medica
and sickness
Cover
b) Repatriation
and
Overseas evacudion
Trave
Insurance
€) Other COVEr'S  ¢) Persond
non-mediical accident
covers cover
d) Personal
ligaility

Figure 14.2: Coverage under Overseas Travel Insurance
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The coversunder the policy can bebroadly divided into following sections. Aspecific
product may cover al or few of the below mentioned benefits:

a)
b)
©)
d)

©)

Thispolicy istaken by personswho travel abroad for some purpose. The specified
losswhich occursoutside I ndiaisserviced by insurer asand when reported by insured.
Theclaim servicesor assistancein thispolicy isprovided by Third Party service
provider(Assi stance Company) who provides necessary support at thetimeof claim
and have very good established network worldwide.

Medical and sicknesssection
Repatriation and evacuation
Personal accident cover
Persond ligbility

Other non-medical covers:

i. TripCancdlation

ii. TripDeay

jii. Tripinterruption

iv. Missed Connection

v. Déay of Checked Baggage
vi. Lossof Checked Baggage
vii. Lossof Passport

viii. Emergency Cash Advance
ix. HijackAllowance

X. Ball Bondinsurance

Xi. Hijack cover

Xii. Sponsor Protection

Xiii. CompassionateVist

xiv. Study Interruption

xv. Homeburglary
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Claimsservicesgenerally include

a  Takingdowntheclamnotificationona24* 7 basis,

b)  Sendingtheclaimform and information about the claim procedure;
c)  Tdlingthecustomer what to doinstantly after aloss;

d) Offering cashlessservicesfor medica and sicknessclaims;

€  Makingarrangementsfor return and evacuation, emergency cash advances, tc.

14.3.2 Assistance Companies — Role in Over seas Claims

Theinsurance company from which you have bought the overseastravel insurance
may not be present inthe country whereyou are planning to visit. To provide assistance
inthose countries, insurance compani estakesthe hel p of organisation or companies
known as'Assistance Company'.

Assistance companies havetheir own officesand work with other companiesthat do
thesamething dl over theworld. These companieshe pinsurancecustomersif something
bad happensthat iscovered by their policy.

A reputable assi tance company generaly haveworl dwide, multilingua representatives
who areavailable 24x7x365 to assist you in different situationswhich you may face
duringyour travel.

Here are some of the serviceswhich an assistance company may offer during your
travel asper theperiod of policy coverage:

d  Medicd assstancesarvices.
i.  Helpyouinlocating themedical serviceprovider / hospital

ii. Updateyour family, employer and homephysicianonyour medica condition,
if required

iii. ~ Arrangement of hospital admission

iv. Arrangement of Emergency Medical Evacuation
V. Arrangement of Emergency Medica Repatriation
Vi. Mortal remainsrepatriation

vii. Compassionatevisit arrangements

viii. Minor children ass stance/escort
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b)

©)
d)

)
9
h)
)

Checking on apatient'shealth during and after stay
Délivery of essential medicines

Guarantee of medical costs Charges made during amedical stay are subject to
thepoalicy'stermsand conditionsand the approval of theinsurance company.

Information servicesbeforeatrip and other services:
i.  Visasandinoculation regulations

ii. Embassy referra services

iii. Servicestohelpwith alost passport or lost bags
iv. Servicesthat send out emergency messages

v. Bail bondArrangement

vi. Financia Emergency Assstance

Interpreter Referral

Legd Referrd

Appointment withalawyer

Transfer of funds, if your cashislost or stolen

Documents Required to Process Claims

Different situationswould need different sets of documents. Some of the essential
documentswhich need to be submitted to theinsurance company to processclams are:

Original ticket or boarding pass

Copy of the passport indicating travel dates
Clamform

Origind bills, receiptsand vouchers

For medica claims- medicd practitioner'sconsultation notes, origina admissor/
dischargecard, billswith prescriptions

Emergency travel certificateand new passport copy (in case of lossof passport)

Detailsof compensation provided by Airlines, if any (in caseof lossof checked
baggage)
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L etter from policyholder citing thereason for the cancellation of trip

Copy of cancelled cheque

Note: Thisisnot an exhaustivelist and insurance company might ask for additional
documents.

144 CLAIMSMANAGEMENT FOR CASHLESSMEDICAL CASES

Claim settlement procedurefor medical cashless,medical reimbursement and other
non- medical casesaredifferent. The cashlessmedical claimisdifferentin USA as
compared to other countries.

Thestepsinvolvedinthe processareasfollows:

a)

b)

Claim notification

First stepisto intimate the insurance company regarding hospital admission.
Theinsured should present the detail s of the overseastravel insurance at the
counter of the hospital. Therepresentative of the hospital then may contact the
Ass stance Company for confirming thedetail sof the policy andintimating them
about the case. Theinsured must a sointimate the A ssistance company about
the admission in the hospital. You can also call Service Provider Help Line
Number for intimating theclaim. The service provider will verify theidentity of
thecaller and assist you further with the claim procedure.

Case management steps

Stepsfollowed by theinsurersmay vary as per their tie-upswith assistance
companiesand asper the countries. Some of the common stepsare asfollows:

i.  Themanager/representative of theAss stance Company verifiesthedetails
of your insurance policy including itsbenefits, coverage, suminsured, policy
period, nameof the policy holder, etc.

ii. Theappointed person/ representative of the assistance company then
connectswith thehospita to get an update on the patient'smedica condition.
They generdly ask for tomedica reports, billinginformationand an estimate
of treatment. Thisinformation regarding the clinical notesand estimate of
cost of themedical treatment isshared with thelnsurer.
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Figure 14.3: ClaimsManagement Processfor CashlessMedical Cases

iii. The assistance company then sends a payment letter guarantee to the
healthcare provider/hospital after taking the approval from theinsurance

company.

iv. Incaseof any query, aquery letter may be sent to the insured and the
healthcare provider asking for some moreinformation. After receiving the

information, payment letter guaranteeisrel eased after duediligence.

V. Incaseanyinvestigationisrequired,itiscarried outinasimilar process
whichisfollowed in persond accident dams. Theinvestigator intheoversees
locationisselected generally with the hel p of the A ssistance company or

theinsurance company

vi. Theappointed person from the Assistance Company providesyou the
necessary support and provide necessary information related with the
treatment, cost of treatment, etc. with thelnsurer for obtaining necessary

approva sfor the cost of treatment.

vii. Oncethe patient isdischarged, the assistance company settlesthebills

directly with the hedlthcare provider/hospital.

viii. TheAssistance Company checksand auditsthebillsintheright way. If a
mistakeisfound, itisreported to the hospital'sbilling department so that it

can befixed.

ix. Thefina bill isthen re-priced according to the rates decided upon between
the provider and A ssistance Company or itsassociatereprising agent. The
faster the hospital knowsthat they will get paid, the better discount they

can get through repricing.
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Re-pricingisacommon part of healthcareinthe US, but it doesn't work for cases
outsideof the US. Thisisabig difference between US and non-US cashlessmedical
Cases.

c) Claimsprocessing Seps:

i.  TheAssistance company submitsthe bill with the Insurer. The claims
department or the claim assessor receivesand verifiestheorigina bill and
ensuresthat the coverage was as per the dates of serviceand chargesare
in line with the treatment provided to the insured. The discount isre-
confirmed and thebillisprocessed.

ii. Thebill isthensent tothelnsurer for making apayment to theAssistance
company. Thesebillsare accompanied by re-pricingnotification sheet and
Explanation of Benefits(EoB).

iii.  Insurance company paystheAss stance company oncethebillsarereceived.
d) Payment processsteps
i.  Assistance Company paysdirectly to the medical serviceprovider or a
hospital on receiving theauthorization from the Insurer
ii.  Thefinance department rel easesthe payment
e) Hospitalization procedures

i.  Incaseof any medical emergency or hospitalization, you haveto approach
themedica serviceprovider/hospita abroad and show your Trave Insurance
policy to avail the cash lesstreatment.

ii. Youshall asointimateyour assi stance company withthehelp of aHelp
Line Number available on your policy document shared by thelnsurer. The
serviceprovider will verify theidentity of the caller and assist you further
withtheclaim procedure.

iii. Information regarding the network hospitalsis provided by the services
providers/ass stance companies.

iv. Most hospitals, especially inthe US and Europe, accept Guarantee of
Paymentsfromdl foreigninsurance companiesaslong astheinsured person
hasavalid health or overseastravel insurancepalicy.

V. Hospitasnormaly cal theinsurance company or ass stance company using
the call centre numbersto make sure the policy isstill valid and that it
coverseverything.
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Vi.

Vii.

Viii.

@

@

After verifying thedetallsof thepolicy of theinsured, theAssistance company
then placesthe guaranteel etter with themedical service provider/hospital
asper thepolicy coverage.

Oncethe policy detailsare confirmed by the hospital, theinsured would
undergotreatment in the hospital on acashlessbasis.

Inmost countries, treatment isnot delayed on account of delay inreceiving
confirmation of insurance coverage or cash deposit. ly givevery large
savings. Most of thetime, re-pricing agenciesarrangewith hospitalsfor
discountsif hospital billsarepaid early.

Somebasicinformation that theinsurer or hel p provider needsto know to
decideif someoneisdigibleare:

Detailsof theillness

If the person hasamedical history, detail sof hospital, local medical officer
inIndia, Past hitory, current treatment and further planned coursein hospital
and request for immediate sending of Claim form along with attending
physi ciansstatement, acopy of Passport and rel ease of medica information
form.

Past history, current treatment and further planned coursein hospital and
request for immediate sending of

Clamformaongwith atending phys ciansstatement

Passport copy

Re easeof medical informationform

f)  Reimbursement of medical expensesand other non-medical claims

Reimbursement claimsare normally filed by insured after they returntolndia,
but itisalwaysadvisablefor aninsured tofileaclaim as soon asany incident
occurswith the help of the hel pline numbersdetail sof whichismentionedinthe
policy document.

Reimbursement of all claims (except claims under Financial Emergency
Assistance) will bemadein the Indian Rupeesonceyou return back to Indiaat
theexchangerate specified by the Reserve Bank of India. You should notify the
Service Provider and obtain aClaim Form for completion. Theclaimformis
generally available on thewebsite of the service provider or may bemailed on
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¢))

specific requeststhrough emails. Theclaim form shall bereturnto the Service
Provider along with supporting invoices with any other documentation or
information that might be required or requested by the Service Provider. Then
thepayment ismade though chegue or e ectronic transfer.

i.  Theprocessof Personal accident claimsin overseastravel insuranceis
similar to the processyou have studied in persona accident claimssection.

ii. Claimsunder Financia Emergency Assistance shall be settleddirectly to
you, whenyou arein abroad by the Service Provider.

iii. Claimsrepudiation of untenable claimsfollowsthe same processasforall
otherclaims.

Claim documentation for M edical Accident and Sickness Expenses
i. Clamform

ii. Doctor'sreport/Medical Practitioner's Consultation notes

jii. Origind Admisson/dischargecard

iv. Origina Bills/Receipts/Prescription

v. Origina X-ray reports Pathological/ Investigative reports

vi. Copy of passport/Visawith Entry and exit stamp

vii. Theoriginal ticket/ boarding pass

Theabovelist only indicatesthe mgjority of documentswhich arerequired during the
clam. Insurance company may ask for additional information or documents, depending
upon therequirementsof the specific cases, which may vary according to theinsurers.

. INTEXT QUESTIONS 14.2

1

Travel insurance provides coveragefor the expenses and damage associated
withtravellingin

a OnlyIndia b) Only abroad
c) BothIndiaand Abroad d) Noneof theabove
Which of thefollowing isnot covered under overseastravel insurance policy?

a) Persona accident and Medica sicknessduringtravel
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b) Delay andLossof Checked Baggage Health Insurance
c) TripDeday andcancellation
d) Noneof theabove
3. Whichof thefollowingiscovered under Overseas Travel Insurance?
Persond liabili b) L f Checked B —
a) sond ligbility ) Lossof Chedl aggage oo

c) Hijack cover d) Allof theabove

4.  Incaseof overseastrave insurance, theservicestoinsured aregenerdly provided
by aThird Party service provider known as

a Third Party Administrators(TPAS)
b) Assstance Company

C) Invedtigator

d) Noneof theabove

5. A reputable assistance company would have worldwide, multilingual
representativesavailable

a Ontheweekdays
b) Ontheworkinghoursof all daysinaweek
C) 24Xx7x365

d) Noneof theabove

6.  The assistance company sendsa to the healthcare provider/
hospital on the admission of the insured after taking the approval from the
insurance company.

d Cash b) Cheque
C) Paymentletter guarantee d) Allof theabove

7.  Reimbursement of all claims (except claims under Financial Emergency
Assistance) will be made by the Service Providerin

a Indian Rupees b) Foreign Currency

¢) Indianrupeeor foreign currency asper thewish of theinsured
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d) Indianrupeeor foreign currency asper thewish of theinsurer

©-| WHAT YOU HAVE LEARNT

Persona Accident (PA) Insuranceisaninsurance policy which coversaccidental degth
or disablement of the policy holder, arising out of unforeseen accident. Thereare
different typesof disability which are covered under the PA policy like Permanent
Total Disability (PTD), Permanent Partial Disability (PPD) and Temporary Total

Dishility (TTD).

Thereisaclaim procedure which oneshall follow in case of making aclaim under
personal accident policy. Certain documents are to be submitted to theinsurance
company during thefiling of claims. If theinsurance company isnot sure about the
genuinenessof thedam, it may gopoint aninvestigator for having adetailedinvestigation.

In caseof any fraudulent claimsor if any fraudulent means are used by the Insured or
by any other person on behalf of the Insured for obtai ning benefitsunder the Palicy, all
benefitsshdl beforfeited and the policy shdl betrested asvoid. Theinsurance company
will not beliablefor making any payment for theclaims.

Overseastrave insuranceisimportant for thosewho are planning for atravel abroad
orinlndiaasit coversmany risksrelated to both medical and non-medical. Theclaim
servicesor assistancein the overseastravel insurance policy isprovided by Third
Party service provider (Assistance Company) who provides necessary support at the
time of claim and have very good established network worldwide. A reputable
ass stance company generaly haveworldwide, multilingua representativeswho are
available 24x7x365to assst you in different situationswhich you may face during your
travel.

The processof Cashlessmedica claimsand reimbursement in case of overseastravel
insuranceisdifferent. In both the cases, there are certain documentswhich must be
submitted by theinsured to theinsurance company dong withtheclaimform.

ml!lll»

TERMINAL QUESTIONS

o)

=

Writeadetailed note on the documentsrequired a thetimeof claimin Persona
Accident Policy incaseof:

8 DeathClam

b) Permanent Total Disability (PTD) and Permanent Partial Disability(PPD)
Clam
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¢) Temporary Tota Disability (TTD) Clam
2. Writeadetailed note on the coverage of Overseastravel insurancepalicy.

3.  Explaintheroleof Assstance Companiesin caseof overseasclaims.

‘E‘I ANSWERS TO INTEXT QUESTIONS

141
1. (d) Alloftheabove
2. (b) Assignedtoaprofessiond investigator for verification
3. (d) Alloftheabove

4. (b) All benefitunder thisPolicy shal beforfeited and thepolicy shall be
treated asvoid

5. (d) Ftnesscertificatefromthetreating doctor certifyingthat theinsuredis
fitto perform hisnorma duties

14.2
1. (¢) BothIndiaandAbroad
2. (d) Noneof theabove
3. (d) Alloftheabove
4. (b) AssstanceCompany
5. (C) 24x7x365
6. () Paymentletter guarantee

7. (@ IndianRupees

@ LEARNING OUTCOMES

After reading thischapter, studentswill be able:

® Todemonsrateskillsinasssting theclient in selecting important coverswhile
buying personal accident and overseastravel insurancepolicies
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