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GENERAL INSURERS’ (PUBLIC SECTOR) ASSOCIATION OF INDIA

3rd Floor, Jeevan Vihar (Rear Portion), Sansad Marg, New Delhi-110001

Phones:011-23744597 / 98  Fax 011-23744599 

27.08.2010
To All Concerned,
Re:  Response to Queries Raised before EoI for partnering in JV for Common TPA 
Reference may please be made to our Notice dated 14th August, 2010 inviting Expression of Interest for joint venture partner in setting up a Third Party Administrator (TPA) for providing Health Insurance Claims Management Services to our Member Companies.  In terms of Para 4.3 and 5.2 thereof, some of the prospective applicants had requested for clarifications on various aspects of the information document displayed on the websites of our Member Companies.  In terms of the provisions in this regard, a consolidated response to all these clarifications sought is being provided hereunder for posting on the websites of our Member Companies, in addition to being sent via email to those of such applicants who had requested for the same:-
1. What defines a ‘health claim’? 

 Response: Any incidence which leads to hospitalization of the insured and results in submission of a claim would qualify as a health claim. The EoI refers to ‘handling’ of health claims which could be defined as playing a role in all activities in processing a health claim,  which should include activities such as data entry, adjudication, payment, etc.. However, a particular claim should be treated as one single event and each individual activity involved in ‘handling’ that health claim should not be counted separately for the purpose of meeting the criterion in the EoI.  

2. Whether claims under travel insurance policies shall also qualify. 

 Response: Yes, travel claims which result in hospitalization of the insured would qualify 

3. Whether overall experience of 500,000 claims need to be specific to one country or could be total of all claims handled over different territories. 

 Response: This could be the total of all claims handled over different territories anywhere in the world by all units on an aggregate basis 

4. What shall be the exit route / process for joint venture partner at the end of 7 years. 

 Response: This will be discussed with the technically qualified bidders at a later stage in the process and determined on a mutually agreeable basis 

5. The joint venture company shall be set up under which Section of Insurance Act and the relevant provisions of the same. 

 Response: TPAs in India are governed by The IRDA (Third Party Administrators – Health Services) Regulations 2001 read in conjunction with the Insurance Act, 1938 and subject to other regulations which may be issued by the regulator from time to time. These are available on the IRDA website. 

6. How the Joint venture TPA shall mitigate the risk to its business arising out of provisions of IRDA guidelines allowing renewal customer choice of TPA other than serving TPA. 

 Response: The joint venture partners will jointly devise appropriate business models for customer satisfaction and retention amongst the other strategic objectives of the joint venture TPA 

7. Current status of IRDA approval for joint venture TPA. 

 Response: A formal application to IRDA will be made at the appropriate time. 
8. The EOI clearly outlines that GIPSA envisages a JV model for the creation of the proposed TPA with the potential partner having a minority holding. Pls confirm if GIPSA is open to other models of association with the potential partner. For example a service contract model under which all required TPA services are delivered to GIPSA. 

 Response: The EOI invites proposals for selecting a Joint Venture (JV) partner for setting up Third Party Administrator. Service contract models would not fall within the purview. 

9. We would request GIPSA to share their thoughts on how does it propose to create a feasible financial model for the JV (apart from the initial capital infusion) eg: Will there be a fee based arrangement for the partner? Is the partner expected to operate on the basis of a revenue share only? Or would GIPSA propose a hybrid model? 

 Response: The financial plan for the joint venture will be discussed in later stages of the process.  

10. Would GIPSA expect the "partner" to bring in initial capital to the extent of its equity holding in the proposed JV? 

 Response: Terms of the JV will be discussed at a subsequent stage with technically qualified bidders 

11. Our understanding is that the proposed, all government funded schemes including Rashtriya Swastha Bima Yojana (‘RSBY’) members will also be covered by the proposed JV? In this case does GIPSA envisage a segmented model of servicing and fee structure? For example the treatment of low ticket and high volume transactions would be different from high ticket, low volume services rendered? Pls elaborate. 

 Response: Different models of servicing and fee structure exist in the market. The appropriate models will be determined in consultation with the JV partner 

12. We presume that providing back office services to other health / non-life / life insurance venture in India or globally will not be considered as having ' Conflict of interest'. Pls. confirm. 

 Response: Please refer section 3 of the EOI which highlights some examples of what may constitute a potential conflict. Applicant must clearly demonstrate willingness and ability to mitigate the risks which arise out of such conflict

13. What will be the role of GIPSA in obtaining regulatory approvals for its formation and operationalisation from IRDA. i.e. will it own/facilitate/coordinate the process? Please elaborate on the expectation from the JV partner specifically on the above. 

 Response: The JV company (once formed) will be responsible for obtaining all necessary approvals and compliances. GIPSA member companies will support the JV company in obtaining the same. The partner is also expected to provide support in the process wherever required.
 

14. Does GIPSA envisage 'operational control" of the TPA to be with the potential partner while the Board is aligned as per the equity holding? Please help us with your thoughts on this. 
 Response: GIPSA member companies are open to discussing different operational models with bidders who clear the technical qualification   

15. It is presumed that during first two years of operations only customer queries/claims settlement/provider management activities will be undertaken by the TPA and this will be on fees based model. Pls. validate our understanding.   
 Response: The TPA is expected to provide comprehensive health insurance claims management services. It is anticipated to be compensated on a fee based model.  

16. Can you pls. explain '' It is expected that ~50-75% of the health insurance premium of the GIPSA Member Companies would be transferred to the JV by its third year of  operation and ~75-100% of their health insurance premium would be transferred to the JV by its fifth year of operation'' in more detail. What would be the proposed ramp up of volumes in the first 3 years? We assume that at this point there will be other TPA's that will continue to offer services to GIPSA. Is there an expectation on "Claims Ratio" reduction basis which volumes will be ramped up to 100% over a 5 year period? 

 Response: The above numbers are based on our initial estimates of what may be practically feasible given the high growth anticipated in the health insurance market. The JV partner can propose a more aggressive/ conservative annual premium transfer plan along with the rationale thereof when the business plan is discussed . The performance of the JV will be measured both in absolute terms (reduction in claims ratio as well as performance on other parameters as per company expectations) as well as relative terms (performance achieved by other TPAs).
 

17. Can the submission be made jointly wherein the partners collectively meet the criteria specified and would collectively own 26% share. Can the networth criteria be diluted given that there is a phased ramping up of the operations. 
 Response: No 

18. The criteria on business experience is very specific to the Health insurance and Claim management process which no Indian player working for Domestic Insurer would qualify. This would mean only the top global IT players who are servicing the international claim processing market would qualify. The service requirements would be at variance with the Indian Industry. This could also make the service expensive. 

 Response: This is an opinion and, in our opinion, does not warrant a response.

19. According to the first qualification criteria i.e.” The applicant should have business experience in one or more health insurance claims management / health insurance / health care, in markets other than India / India for at least the last 5 years preceding the date of submitting the EOI ” we would like to be informed whether it is eligible/permissible for a potential applicant having less than 5 years experience in markets other than India? 

Response: The applicant should either have 5 years ‘business experience’ in India or 5 years ‘business experience’ in markets other than India or both of the above combined to be eligible. 
20.  According to the fourth qualification criteria i.e. “The applicant must disclose if it or its group companies, or any of the promoter or significant shareholder, have any conflict of interest with respect to GIPSA Member Companies and the potential TPA venture “ we would like to be informed whether it is just a discloser or an exclusion for a competing company i.e. a competing company would not be considered?  

Response: The applicant must make a complete disclosure of any conflict of interest and must clearly demonstrate willingness and ability to mitigate the risks which arise out of such conflict 

21.  GIPSA is kindly requested to extend and/or postpone the final date of submission of the EOI by at least two months? This because the granted timeframe of less than twenty days is rather tightly measured in order to undertake the necessary preparations. 

Response: Based on multiple requests, the time limit for submission of the EoI has been extended to 24th September, 2010
 

22. Can the time limit for submission of the tender be extended beyond 3rd September 2010.  
Response: Based on multiple requests, the time limit for submission of the EoI has been extended to 24th September, 2010  
23. Can an Indian TPA form Consortium with other TPAs of Indian origin.  
Response: Consortiums are not permitted for this EOI. 
24. Can an Indian TPA form Consortium with an International TPA and apply 
Response: Consortiums are not permitted for this EOI. 
25. Can an Indian TPA apply with Group Company TPA who is working abroad. 
Response: Consortiums are not permitted for this EOI. 
26. What is the definition of ‘parent’ in Serial no. 2 of the Annexure (page 15)? 
Response:  ‘Parent’ is defined as a company which has stake (direct + indirect) of over 50% or exercises board control or management control over another company, which would be classified as its ‘subsidiary’. For specific query on this, please provide the exact holding company structure. 
27. Can EOI be filed by a consortium? If yes, what documents would be required in support thereof? 
Response: Consortiums are not permitted for this EOI. 
28. As no TPA licensed by IRDA can have more than 26% of its Capital owned by FDI/NRI, does not the stipulation in Serial no. 2 of the Annexure effectively bar Indian TPAs from applying their EOI? 
Response: Serial No. 2 of the annexure talks about net worth, not FDI. The applicant or its parent should have a net worth of at least INR 2.5 Bn (~USD 53.16 Mn) as per the last audited consolidated financial statements. 
29. TPA’s clients are insurance companies who do not have a system of giving such certificates. Will self certification suffice?  
Response: Self certification with details of claims settled for each entity serviced will suffice at this stage if the applicant is unable to get certificates from clients.
 

30.  The EoI clearly mentions that “…The applicant or its parent should have a net worth of at least INR 2.5 Bn (~USD 53.16 Mn) as per the last audited consolidated financial statements…” We would like to bring to your kind attention that the IRDA (Third Party Administrators – Health Services) Regulations, 2001 mandates that the minimum paid up capital of the TPA shall be in equity shares amounting to INR 0.01 Bn. In light of this, please clarify the need for the applicant to have a net worth of at least INR 2.5 Bn  
Response: Net worth criterion has been fixed keeping in mind the scale of operations proposed.  
31. The EoI states that “…The proposed TPA joint venture is estimated to require an up front capital investment of ~INR 2 Bn (~USD 42.53 Mn)…”
Please clarify if the joint venture partner is expected to make an upfront capital investment of INR 2 Bn or the proposed TPA joint venture is expected to make an upfront capital investment of INR 2 Bn 
Also, please kindly provide details on the expected usage of these proceeds and/ or a business plan for the proposed TPA joint venture 
Response: We envisage that the business plan prepared jointly at a later stage in the process may require an investment of upto INR 2 Bn. This investment will be made by the TPA joint venture. Details of the business plan will be discussed at a later stage in the process. 
32. The EoI also states that “…The applicant should have business experience in one or more of health insurance claims management / health insurance / healthcare, in markets other than India/India for at least the last 5 years preceding the date of submitting the EoI…”
Please clarify if health insurance claims management / health insurance / healthcare means the experience of mere back-office claims processing or does it also include business experience of dealing directly with the hospitals, the insured and the insurance companies in order to manage a health insurance scheme 
Response: Mere backoffice claims processing experience will not suffice. 
33. The EoI also clearly mentions that “…The applicant must have handled at least 500,000 health insurance claims over a period of last 3 years preceding the date of submitting the EoI…”
Please clarify if handling is defined as an end-to-end claims management process (which would include claims generation, claims submission, claims processing, claims adjudication, receivables and payables management) or otherwise 
Response: 
Handling’ of health claims could be defined as playing a role in all activities  in processing a health claim,  which should include  activities such as data entry, adjudication, payment, etc.. However, a particular claim should be treated as one single event and each individual activity involved in ‘handling’ that health claim should not be counted separately for the purpose of meeting the criterion in the EoI.  
34. Please also define group companies in the context of this EoI 
Response: ‘Parent’ is defined as a company which has stake (direct + indirect) of over 50% or exercises board control or management control over another company, which would be classified as its ‘subsidiary’. If a company has a stake (direct + indirect) of 20 to 50% in another company, then such companies would be classified as ‘associates’ For the purpose of the EoI, a group would comprise of the applicant with its subsidiaries and associates and the applicant’s parents with their subsidiaries and associates. For specific query on this, please provide the exact holding company structure. 
 
As indicated in response to Query No. 21 & 22 above, in consideration of multiple requests, the time limit for submission of the EoI has been extended to Friday, the  24th September, 2010 (1600 Hrs IST).  Contents of Para 5.3 of our Notice under Reference stand modified to that extent.

 

A.K. SINGHAL

CHIEF EXECUTIVE
