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	Invitation for Expression of Interest (EoI)  for joint venture partner in setting up a Third Party Administrator (TPA) for providing Health Insurance Claims Management Services


DISCLAIMER

The information contained in this invitation for Expression of Interest (the “EoI”) (the “Information document”) or subsequently provided to Applicant(s), whether verbally or in documentary or any other form by or on behalf of the GIPSA Member Companies or any of their employees or advisors, is provided to Applicant(s) on the terms and conditions set out in this Information document and such other terms and conditions subject to which such information is provided. 

This Information document is not an agreement nor an offer by the GIPSA Member Companies to the prospective Applicant(s) or any other person. The purpose of this Information document is to provide interested parties with information that may be useful to them in making their offers pursuant to this document. This Information document includes statements, which reflect various assumptions and assessments arrived at by the GIPSA Member Companies in relation to the Partnership. Such assumptions, assessments and statements do not purport to contain all the information that each Applicant may require. This Information document may not be appropriate for all persons, and it is not possible for the GIPSA Member Companies, their employees or advisors to consider the investment objectives, financial situation and particular needs of each party who reads or uses this document. The assumptions, assessments, statements and information contained in this document may not be complete, accurate, adequate or correct. Each Applicant should, therefore, conduct its own investigations and analysis and should check the accuracy, adequacy, correctness, reliability and completeness of the assumptions, assessments, statements and information contained in this document and obtain independent advice from appropriate sources.

Information provided in this document to the Applicant(s) is on a wide range of matters, some of which depends upon interpretation of law. The information given is not an exhaustive account of statutory requirements and should not be regarded as a complete or authoritative statement of law. The GIPSA Member Companies accept no responsibility for the accuracy or otherwise for any interpretation or opinion on law expressed herein.

The GIPSA Member Companies, their employees and advisors make no representation or warranty and shall have no liability to any person, including any Applicant under any law, statute, rules or regulations or tort, principles of restitution or unjust enrichment or otherwise for any loss, damages, cost or expense which may arise from or be incurred or suffered on account of anything contained in this Information document or otherwise, including the accuracy, adequacy, correctness, completeness or reliability of the document and any assessment, assumption, statement or information contained therein or deemed to form part of this Information document or arising in any way in this Qualification Stage.

The GIPSA Member Companies also accept no liability of any nature whether resulting from negligence or otherwise howsoever caused arising from reliance of any Applicant upon the statements contained in this Information document.

The GIPSA Member Companies may in their absolute discretion, but without being under any obligation to do so, update, amend or supplement the information, assessment or assumptions contained in this Information document.

The issue of this Information document does not imply that the GIPSA Member Companies are bound to select an Applicant for the Partnership and the GIPSA Member Companies reserve the right to reject all or any of the Applicants or EoIs without assigning any reason whatsoever.

The Applicant shall bear all its costs associated with or relating to the preparation and submission of its EoI including but not limited to preparation, copying, postage, delivery fees, expenses associated with any demonstrations or presentations which may be required by the GIPSA Member Companies or any other costs incurred in connection with or relating to its EoI. All such costs and expenses will remain with the Applicant and the GIPSA Member Companies shall not be liable in any manner whatsoever for the same or for any other costs or other expenses incurred by an Applicant in preparation or submission of the EoI, regardless of the conduct or outcome of the selection process.
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1 Notification of invitation for Expression of Interest
General Insurers’ (Public Sector) Association of India (GIPSA) is a voluntary Association of and the coordinating body for the four Non-Life Indian Public Sector Insurance Companies (National Insurance Co. Ltd., The New India Assurance Co. Ltd., The Oriental Insurance Co. Ltd. and United India Insurance Co. Ltd.). GIPSA coordinates in the matters of common interest which are mandated to it for the purpose by the four Member Companies.  On behalf of the Member Companies, GIPSA invites proposals for selecting a Joint Venture (JV) partner for setting up Third Party Administrator (TPA) for providing health insurance claims management services. The selection process would comprise three stages:
· Qualification stage: EoIs would be invited from applicants for participation in the proposed joint venture and information would be sought on the qualification criteria as mentioned in this Information document. Applicants who qualify on these criteria would proceed to the next stage.
· Technical stage: A Request for Proposal (RFP) document would be sent to all the qualified applicants (the “Bidders”) requesting for the detailed Technical Bid (the “Bid”). Bidders are required to submit their Bid, which would include detailed responses and documentary proof as requested in the RFP. GIPSA Member Companies may also request for presentations and site visits wherever necessary to assess the bidders on the detailed technical criteria. The bidders will thus be allotted a technical score based on evaluation of their bids. Bidders scoring more than a specified cut off and/or ranking upto a specified position amongst the bidders shall be deemed as technically qualified.
· Finalization stage: The technically qualified bidders shall be called for further discussions on the terms of the joint venture.

As part of the qualification stage, applicants are requested to furnish their EoIs in accordance with the details mentioned in this Information document in the format mentioned in the Annexure. The Information document includes the following sections:

· Section 1:

Notification of invitation for Expression of Interest
· Section 2:

Introduction
· Section 3:

Qualification criteria

· Section 4: 

Information to Applicants
· Section 5:

Data Sheet

· Section 6:

Annexure
Please submit your EoI as per the details of date, time and address mentioned in the Data Sheet. GIPSA Member Companies reserve the right to cancel/withdraw this Invitation for Expression of Interest without assigning any reason for such decision.
Yours sincerely,

Name: A.K. Singhal
Designation: Chief Executive, General Insurers’ (Public Sector) Association of India
Email: eoi.commontpa.gipsa@gmail.com

2 Introduction
Health Insurance has emerged as the fastest growing segment in the non-life insurance industry in India. It is also the second largest segment in terms of overall size (INR 83.05 Bn (~USD 1.8 Bn
) in FY10) and thus is a vital business segment for all non-life insurers. 
[image: image1.emf]
There are currently 21 players
 offering Health Insurance in India with several new players anticipated to enter in the next few years. The GIPSA Member Companies currently dominate the Indian Health Insurance market with a collective market share of ~60%.
Health Insurance penetration in India is currently low with private Health Insurance covering only ~3% of the population. The Health Insurance industry in India is expected to continue its growth at a Compounded Annual Growth Rate (‘CAGR’) of ~25% over the next five years (FY2010-15). The growth in the industry would be driven by rising cost of private healthcare, increase in prevalence of lifestyle diseases on the demand side and significant marketing push by insurers, expansion of provider network by insurers and TPAs on the supply side. In addition to this, government schemes such as Rashtriya Swastha Bima Yojana (‘RSBY’), which aims to add ~60 Mn people each year, are also expected to drive the growth of the industry. A favorable regulatory environment including tax incentives on health insurance premiums and health insurers being able to access distribution channels such as agents of life and non-life insurance companies will also provide impetus to the industry. 
However, Health Insurance has not been a profitable segment for many non-life insurers in India, owing largely to a very high claims ratio (industry average net incurred claims ratio > 100% in FY10). Thus claims management is critical to the profitability of this key segment of the Indian non-life insurance industry.

The GIPSA Member Companies currently hold a dominant position in the Health Insurance industry in India, with a collective market share of ~60% and aspire to remain at the forefront by leveraging on their inherent strengths of pan-India branch presence, large agent base and strong brand equity with the Indian consumer. 
As an extension to their existing Health Insurance business, GIPSA Member Companies are looking to setup a large scale, technology enabled, best-in-class third party administrator for providing health insurance claims management services. The GIPSA Member Companies are looking to improve the profitability of their health portfolio, along with services to their customers, and the proposed TPA would be a strategic driver in this direction.
The GIPSA Member Companies are keen to partner with a suitable entity which will be offered an equity stake of up to 26% in the joint venture. The proposed TPA joint venture is estimated to require an up front capital investment of ~INR 2 Bn (~USD 42.53 Mn) subject to Business plan agreement and finalization, apart from the regulatory requirements.
The joint venture is expected to possess strong capabilities along multiple dimensions:
A. Strategic Capabilities:
a. Strategic focus on excellence in health related services

b. Understanding of the health insurance, claims management and healthcare business in India or overseas.

c. Financial strength

B. Enabling capabilities:
a. Claims management

b. Provider management

c. Fraud control

C. Operational capabilities:
a. Technology platform

b. Large scale operations experience

c. Process / innovation excellence

d. Analysis and reporting

e. People capabilities

It is strongly believed that this partnership will allow for significant advantages to both partners. 

A. Partnership advantages to the partner:

a. Limited demand risk owing to market dominance of GIPSA Member Companies

b. Opportunity to serve large customer base of the GIPSA Member Companies

c. Financial strength of the GIPSA Member Companies

d. Opportunity to partner with the trusted financial brand of the GIPSA Member Companies

e. Widespread geographical presence of the GIPSA Member Companies

B. Partnership advantages to the GIPSA Member Companies

a. Strong operational experience in offering health insurance claims management and other related services on a large scale

b. Strong capabilities in hospital network management and fraud control

c. Robust technology platform can be adapted to the Indian environment

d. Strong customer service capabilities

e. Strategic focus and commitment to the JV from a financially stable, well reputed partner.
The GIPSA Member Companies are confident that the partnership can formulate an optimal business strategy, which will not only enable realization of the stated business vision, but also redefine the way health related services are currently offered in India.

3 Qualification criteria

The GIPSA Member Companies have determined the following qualification criteria that applicants would need to meet in order to be eligible for the detailed technical evaluation stage:

· 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. 

· 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 and the applicant must have had profitable operations for at least 3 of the last 5 years preceding the date of submitting the EoI.
· 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.
· The applicant must disclose if it or its group companies’, or any of its promoters or significant shareholders
, have any conflict of interest with respect to  the GIPSA Member Companies and the potential TPA venture (as on the time of submitting the EoI), which include, but are not limited to, the following: 
· A competing health / non-life / life insurance venture in India

· A competing health services venture (as defined by Insurance Regulatory and Development Authority(‘IRDA’) in the TPA regulations) in India

· Any plans to setup a competing venture in the above businesses over the course of the proposed partnership

If the applicant (or any of its promoters significant shareholders) do have any such conflict of interest (as stated above or otherwise), the applicant must indicate how the risks arising out of such conflict would be mitigated. 
· The applicant should disclose any failure to perform on any contract (as evidenced by imposition of a penalty or a judicial pronouncement or arbitration award against the applicant), or expulsion from any project or contract, or termination of any contract for breach by such applicant, or imposition of a penalty by IRDA, in the last three years, preceding the date of submitting the EoI. The GIPSA Member Companies reserve the right to evaluate the severity of such a failure / breach and consequently disqualify the applicant’s EoI.
4 Information to applicants

4.1 Some key considerations for partnership formulation

· The partnership is anticipated to be structured as a JV between the GIPSA Member Companies and/ or their affiliates, other investors (if any) and the potential partner.
· The potential partner will be offered a stake of up to 26% of the equity paid-up capital in the proposed entity. GIPSA Member Companies will have the freedom to distribute the balance stake among themselves/ affiliates as deemed suitable or bring in other investors.

· The potential partner should be committed to the partnership for a minimum period of seven years. 
· The potential partner should be agreeable that it shall not transfer, sell or encumber in any manner whatsoever any part of its holding of equity shares in the JV for a period of seven years from the date of incorporation of the joint venture without the prior written consent of the GIPSA Member Companies.
· Board representation is anticipated to be aligned with each partner’s equity participation.  However, it is expected that the JV’s Board will be chaired by a nominee of the GIPSA Member Companies.

· The JV would be incorporated as a Third Party Administrator (‘TPA’) as per IRDA (Third Party Administrators - Health Services) Regulations, 2001 and subject to such terms and conditions as IRDA may specify in this behalf from time to time.
· The JV would require regulatory approvals for its formation and operationalisation from IRDA. In case regulatory approvals are not granted for any reason whatsoever, GIPSA Member Companies reserve the right to cancel the JV agreement. In such a scenario, none of the partners of the JV would be held liable and would be free to consider new avenues.

· 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. However this is subject to the performance of the JV, especially in terms of reduction in incurred claims ratio achieved by the JV. 

· The governance structure and setup of the JV would be such that it would enable operational flexibility under a strong corporate governance framework.

· The partnership should aspire to commence operations by June 30, 2011.
4.2 Rules for preparation of EoI
Applicants are requested to follow the rules outlined in this section while preparing their EoIs.

· Applicants are requested to submit their EoI, which will be the basis for qualification to the next stage in the selection process.
· In preparing the EoI, applicants are expected to examine the various sections comprising this Information document in detail. The EoIs should be in the format provided in the Annexure. Any EoI not found responsive to the details mentioned in the Information document may be rejected. Departures, if any, in the information provided must be clearly specified with justification. Material deficiencies in providing the information requested may also result in rejection of the applicant’s EoI.

· The minimum validity of the EoI should be for a period of 180 days from the last date for submission. An EoI valid for a shorter period may be rejected by the GIPSA Member Companies as non-responsive. 
· All financial figures must be in Indian Rupees (‘INR’). If the applicant is using a foreign currency (other than INR), the applicant shall provide the equivalent INR conversions (at every relevant point along with the exchange rate used and the date of the exchange rate).
· Any EoI submitted cannot be modified after the last date for submission. 

· All EoIs shall be submitted in the English language.

To facilitate the applicants in preparing their EoIs, the GIPSA member companies shall seek and provide clarifications on all queries sought by the applicants, in adherence with the guidelines specified in section 4.3 and as per the timelines indicated in the Data Sheet.

Please also note that:

· Costs involved in preparation of the EoI, including visit/s to the GIPSA Member Companies’ project office, are not reimbursable.

· Submission of an EoI need not necessarily result in selection and/ or a partnership agreement. Failure to select a partner through this process shall not result in any claim whatsoever against GIPSA or its Member Companies.
· At any time before the last date of submission of the EoI, the GIPSA Member Companies may, at their discretion, make any amendments to the Information document (in totality or in part) and such amendments shall be duly informed in adherence with the guidelines specified in section 4.3
· GIPSA Member Companies are looking to partner with an applicant that independently has the capabilities requisite for the partnership and it may be noted that responding by consortiums would not be permitted. 
4.3 Clarifications on the Information document

Applicants may request a clarification of any of the aspects of this Information document before the pre-specified date indicated in the Data Sheet. The following rules will apply:

· Any request for clarification must be sent in writing by paper mail or facsimile to the GIPSA Member Companies’ project office address indicated in the Data Sheet. A soft copy of the queries should also be sent to the e-mail address indicated in the Data Sheet. 

· The GIPSA Member Companies will prepare a consolidated response to all clarifications received which shall be hosted on the GIPSA Member Companies’ websites. Any applicant who wishes to receive the consolidated response via email can send an email to the email address indicated in the Data Sheet requesting for the same.
· The GIPSA Member Companies may, at their discretion, extend the deadline for submitting clarifications.
4.4 Amendments to the Information document

The GIPSA member companies may, for any reason, whether at their own initiative or in response to a clarification requested by an interested applicant, modify the Information document by amendment. In such case, the following rules will apply:

· Any amendment shall be issued in writing through addenda.  

· Addenda shall be hosted on the GIPSA Member Companies’ websites. Any applicant who wishes to receive the addenda via email can send an email to the email address indicated in the Data Sheet requesting for the same.
· Any such modification will overrule the original version and previously modified version.  

· The GIPSA member companies may, at their discretion, extend the deadline for submission of EoI, after considering the materiality of the amendment.
4.5 Submission and receipt of EoIs
· The EoI must be prepared as per Form 1, provided in the Annexure.

· The applicants should prepare the number of copies indicated in the Data Sheet. Each EoI document should be marked "Original" or "Copy" as appropriate.  If there are any discrepancies between the original and the copies of the EoI, the information captured in the original will prevail.  
· The EoI shall be prepared in indelible ink. Each page should be initialed by an authorized representative of the applicant. Please note that unsigned EoIs shall be rejected and shall be excluded from the evaluation process. 

· The representative's authorization should be confirmed by a written power of attorney accompanying the EoI. 

· The original and all copies of the EoI shall be placed in a sealed envelope clearly marked “Expression of Interest". The envelope shall be super scribed with the following information:

· Name of the applicant
· Communication Address
· A clear marking stating: "DO NOT OPEN, EXCEPT IN PRESENCE OF THE EVALUATION COMMITTEE."
· A soft copy of the EoI shall also be submitted on CD.
· The completed EoIs must be delivered at the submission address on or before the time and date stated in the Data Sheet. The GIPSA Member Companies will not be responsible for any postal or transit delays. Any EoI received after the closing time for submission of EoIs shall be rejected and returned unopened.  

4.6 Evaluation

· An evaluation committee appointed by the GIPSA Member Companies will evaluate the EoIs on the basis of their responsiveness to the Information document, applying the ‘Qualification Criteria’, as specified in section 3. An EoI may be rejected at any stage if it is found not responsive to all requisite aspects stated in the EOI.
· Applicants who meet the qualification criteria shall be deemed as ‘qualified applicants’.  All qualified applicants would be sent the detailed Request for Proposal (RFP) document, on the basis of which, they could prepare and submit the Technical Bid as per timelines mentioned in the RFP.

· GIPSA Member Companies have engaged independent advisors to support the evaluation committee and information related to the EoIs would be shared with them. It is assumed that all applicants have given consent for sharing of the information in the EoIs with the independent advisors for evaluation purposes if they have decided to participate. The independent advisors would also be bound by the same confidentiality rules as detailed in section 4.7. 

· From the time the EoIs are opened to the time the partner is selected, if any applicant or bidder wishes to contact the GIPSA Member Companies on any matter related to its EoI, it should do so in writing at the address indicated in the Data Sheet accompanied by an electronic mail to the E-mail address indicated in the Data Sheet.  
· Any effort by the applicant to influence the GIPSA Member Companies or their representatives in the evaluation decisions will result in disqualification of the applicant from the evaluation process.

· It must be noted that at any stage during the EoI evaluation, if any discrepancies or misrepresentations come to light, the GIPSA Member Companies reserve the right to cancel the EoI in question and disqualify the associated applicant.
4.7 Confidentiality

· Information relating to evaluation of EoIs and recommendations concerning selection of the partner shall not be disclosed to the applicants who submitted the EoIs or to other persons not officially concerned with the process. 
· All the information provided in the EoIs shall be held in confidence and used by the evaluation committee for the sole purpose of evaluation of the EoIs.
4.8 Jurisdiction

· All and any disputes or differences arising out of or touching this partnership against this Information document shall be decided only by the courts or tribunals situated in New Delhi, India.  No suit or other legal proceedings shall be instituted elsewhere.  

· Force Majeure Clause: There shall be no liability or responsibility, on the part of both GIPSA, its Member Companies and the applicant, for the consequences arising out of the interruption of the business by Acts of God, Riots, Civil commotion, Insurrections, Wars or any other causes beyond their control or by any strikes or lock outs. Any such interruption due to Force Majeure should be informed by the applicant to the GIPSA Member Companies in writing within two days of such happening.
· Limitation of Liability: Except in cases of criminal negligence or willful misconduct, and in the case of infringement pursuant to the conditions of the agreement entered into, neither the potential partner nor GIPSA or its Member Companies shall be liable to each other, whether in contract tort, or otherwise, for any indirect or consequential loss of damage, loss of use, loss of production, or loss of profits or interest costs, provided that this exclusion shall not apply to any obligation of the potential partner to pay liquidated damages to the GIPSA Member Companies; and the aggregate liability of the potential partner to the GIPSA Member Companies, whether under the Contract, in tort or otherwise, shall not exceed the total cost of partnership setup.
5 Data sheet

5.1 The GIPSA Member Companies Project Office address

· Name: Mr. A.K. Singhal
· Designation: Chief Executive, General Insurers' (Public Sector) Association of India (GIPSA)
· Address: 3rd Floor (Rear Wing), Jeevan Vihar Building, Parliament Street, New Delhi - 110 001
· Email address: eoi.commontpa.gipsa@gmail.com
5.2 Clarification date

· Clarifications may be requested on or before 4 p.m. on 20 August, 2010
· Clarifications must be in writing and as per the terms and conditions specified in Section 4.3.

5.3 Submission of EoIs
· The completed EoI must be submitted on or before 4 p.m. on 3 September, 2010.

· EoIs must be as per the guidelines specified in Section 4 above.

· EoIs shall be addressed to the project office address indicated in Section 5.1.
5.4 Number of copies of EoI
· At least six copies of the EoI (including original) must be submitted in accordance with the terms and conditions specified in Section 5.3 and at the address specified in Section 5.1.

· Each of the copies must be marked in accordance with the specifications highlighted in Section 4.5. 
5.5 Evaluation of EoIs
· Evaluation of the EoIs shall commence post the submission deadline
· The qualified candidates shall be notified by the GIPSA Member Companies on the next steps
6 Annexure

6.1 Format for Expression of Interest
	Sr. No
	Eligibility Criteria 
(Please reply in Yes / No and provide further information wherever relevant)
	Yes / No
	Any Other Information
	Document(s) Required

	1
	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 
	
	
	Incorporation Certificate, Year of launch of the respective health service offerings

	2
	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
	
	
	Last audited Financial Statements

	3
	The applicant must have profitable operations for at least 3 of the last 5 years preceding the date of submitting the EoI


	
	
	Annual reports for the last 5 years preceding the date of submitting the EOI

	4
	The applicant must have handled at least 500,000 health insurance claims over the last 3 years preceding the date of submitting the EoI
	
	
	Certificate from concerned clients for whom the claims were handled

	5
	The applicant must disclose if it, or any of its promoters or significant shareholders, has any conflict of interest (as stated in section 3 or otherwise) with respect to the GIPSA Member Companies and the potential TPA venture (as on the time of submitting the EoI). If the applicant (or any of its promoters or significant shareholders) do have any such conflict of interest (as stated above or otherwise), the applicant must indicate how the risks arising out of such conflict would be mitigated.
	
	
	Declaration providing details 

	6
	The applicant should disclose any failure to perform on any contract (as evidenced by imposition of a penalty or a judicial pronouncement or arbitration award against the applicant), or expulsion from any project or contract, or termination of any contract for breach by such applicant, or imposition of a penalty by IRDA, in the last three years, preceding the date of submitting the EoI. 
	
	
	Declaration providing details

	7
	Written power of attorney (Refer section 4.5)
	
	
	Power of attorney document

	8
	Additional information, if any
	
	
	


� Exchange Rate Of 1.0 USD = 47.025002 INR For 19 Jul 2010. Source: Reuters


� Excluding Agriculture Insurance Company and Export Credit Guarantee Corporation


� For the purposes of this Information document, net worth (the “Net Worth”) shall mean the sum of subscribed and paid up equity and reserves from which shall be deducted the sum of revaluation reserves, miscellaneous expenditure not written off and accrued liabilities


� Defined as shareholders holding >= 5% of the applicant’s shares





Copy of Draft EoI .06.08.2010.doc - d MMMM yyyy SAVEDATE  \@  
12 August 2010
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