Multi-year motor
plans to add to initial
cost of new vehicles

Front-loaded costs

The premium amount for three or five years will now get
bunched up at the time of purchasing the vehicle
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he Insurance regulatory
T and Development
Authority of India (Irdai)
has asked general insurance
companies to start offering
multi-year third-party insur-
ance policies for all new pri-
vate cars and two-wheelers.
Thedirective cameina circu-
lar on 28 August, following an
order of the Supreme Courton
20 July. The court had ordered
that from 1 September, third-
party insurance cover for new
carsshould mandatorily be for
aperiod of three yearsand for
five years for two-wheelers.
While insurance companies
have been offering multi-year
policies of up to three years for
two-wheelers, there are no
such policies for four-wheel-
ers. Also, the SC order pertains
only to third-
party insurance
for new private
cars and two-

For two-wheelers,
the increasein the
initial cost may

newtwo-wheeler. “Theregu-
lator will have to permit stan-
dalone own damage policies
going forward, which is what
the consumer can buy in sub-
sequentyears for asingle year
at a time,” said Rupam Ast-
hana, chief executive officer,
Liberty General Insurance.

IMPACT ON COST
Theimmediateimpact will be
on the total amount that you
will spend as a vehicle buyer.
Irdai has notified third-
party premiums for multi-year
policies (see graph). The new
premium isnotjustamultiple
of the existing third-party pre-
mium: in some cases, like small
carsand two-wheelers, it isless
than three times or five times
the current premium. In oth-
ers, it ishigher by three or five
times the current premium.
Third-party premium has
gone up each year
in the past five
years; it is based
on the claims
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age. It is manda-
tory for all registered vehicles
to have a third-party cover.

IMPACT ON POLICY

As a buyer of a new vehicle,
you will now have three
options. “Either you can take
only a third-party policy for
three or five years, or you can
take a comprehensive policy
for three or five years, or you
can take a third-party policy of
three or five years and one-
year own damage policy (com-
prehensive for a year). But the
ticket size of the policy will go
up,” said Animesh Das, head of
product strategy, Acko Gen-
eral Insurance.

You will have toremain with
thesame insurertill the third-
party policy expires, which
will be three years for a new
private car and five years fora

large cars. Hence
our understanding is that the
revision in premium for small
cars and two-wheelers is on
thelower side and therevision
forlarge cars and bikes on the
higherside,” he said.

The largest issue will be the
increase in the initial cost for
consumers, Asthanasaid. “For
a buyer of a high-end car, the
third-party premium is sub-
stantial. While she may have
paid the same amount over the
years in premium, but the
upfront payment will resultin
some financial pressure,” he
said. For two-wheelers, the
sudden increase in the initial
cost may deter a few pur-
chases, as this segment is fairly
price-conscious, Asthana said.

But remember, you don’t
have to pay anything in subse-
quent years of the policy term.



