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Introduced by Representative Wilbert T. Lee

RESOLUTION
DIRECTING THE APPROPRIATE HOUSH COMMITTEE T0 CONDUCT AN

INQUIRY, IN AID 0F LEGISLATION, INTO THE ABRUPT, UNRHASONABLE
AND UNTIMHLY INCREASH 0F CATASTROPHE INSURANCE PREMIUM

RATES, WITH THE END IN VIEW 0F DETERMINING WHHTHHR THI]
IMPLEMHNTATI0N 0F THH AFOREMENTI0NED ADJUSTMHNT IS FAIR,

AND ACCEPTABLE CONSIDHRING ITS DETRIMENTAL IMPACT T0 FIRMS
DOING BUSINESS IN THE PHILIPPINES AND THE GENERAL PUBLIC AS IT

MAY FURTHHR INCREASE THH COST 0F BASIC
COMMODITIES INCLUDING AGRICULTURAL PRODUCTS
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WHHREAS, Article 11, Section 20 of the  1987 Constitution provides that "[t]he State
recognizes  the  indispensable  role  of the  private  sector,  encourages  private  enterprise,  and
provides incentives to needed investments";

WHEREAS, Article 11, Section 28 of the same provides that "[t]the State adopts and
implements a policy  of full public disclosure of all its transactions involving public interest
subject to reasonable conditions prescribed by law";                            I.i '

WHEREAS, Article Ill, Section 7 of the same provides that "[t]he right of the people
to information on matters of public concern shall be recognized. Access to official records, and
to documents,  and papers pertaining to official acts, transactions, or decisions, as well as to
government research data used as basis for policy development, shall be afforded the citizen,
subject to such limitations as may be provided by law";

WHEREAS, pursuant to Section 437 of the Insurance Code, as amended by Republic
Act No.10607, vested to the Insurance Corrmissioner power to issue circulars and orders to
ensure efficient regulation of the insurance industry;

WHEREAS, on 3  June 2010, Insurance Commission issued Circular Letter 21-2010

granted  and  deputized  Philippine  Insurers  and  Reinsurers  Association,  Inc.   (PIRA),   an
organization  of all  licensed  non-life  insurance  companies  in  the  Philippines,  pursuant  to  a
Letter of Authority, to assist the Insurance Commission in monitoring compliance and in the
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1       investigation of possible  violations  in the enforcement of the  prescribed minimum rates for
2       catastrophic perils;
3
4                     WHEREAS,  on  14  September  2016,  Insurance  Commission  issued  Circular  Letter
5       2016-55  which amended circular Letters 24-2006, 29-2006,  39-2006,  8-2007,  20-2007,  and
6       21-2010 in which the said circular reiterated the strict implementation of the minimum rates
7       for natural perils: earthquake at o.10% and typhoon and flood at o.05%;
8
9                     WHEREAS, on 21 April 2021, Insurance commission issued circular Letter 2021 -27,

10       the Insurance commission, Philippine Insurers and Reinsurance Association (PIRA), and the
11       National  Reinsurance  Corporation  of the  Philippines  OvatRe)  executed  a  Memorandum  of
12       Understanding (MOU) for the implementation of the philippine catastrophe Insurance Facility
13        (PCIF);
14
15                    WHEREAS, the Mob provided the general framework of PCIF shall include, among
16       others: (1) to review the current catastrophe insurance rates and rating structure to one that is
17       more risk-appropriate and sustainable; (2) the creation of an environment to ensure adherence
18       to sustainable catastrophe insurance premium rates; and (3) the optimization of inclusive access
19       to insurance cover subject to technically sufficient and sustainable rates, terms, and conditions;
20
21                    WHEREAS,  in  the  same  Circular  Letter,  a  consultative  process  was  also  done  in
22       drawing up the structure, governance, and implementation details of the PCIF, which includes
23       the determination and adoption of risk-appropriate and sustainable catastrophe insurance rates
24       and rating structure, each non-life insurance company is represented in the Technical working
25       Group onpcIF (PCIF-TWG);
26
27                    WHEREAS, the PCIFITWG conducted a consultation with the officers of PIRA and
28       after   the   consultation,   the   TWG   recommended   the   adjusted   rates   to   the   Insurance
29       Commissioner;
30
31                    WHEREAS, the Insurance commission ascertains that the final technical rates were
32       derived using AIR Worldwide's earthquake and typhoon models for the philippines, adjusted
33       based on historical  experience  data on natural catastrophes  submitted by  non-life  insurance
34       companies, adjusted to  include reinsurance expense loading (i.e.,  reinsurance cost including
35       broker's commissions, but excluding direct commissions and other expenses and costs related
36       to  direct  business),  and  further  applied  cross-subsidization  in  the  risk  zones  to  achieve
37       affordability and marketability, thereby ensuring adequate overall rates;

WHEREAS, in the same Circular Letter, new diversified premium rates for all non-
life  insurance  are  laid  down  to  be  effective  from  1  April  2022  for  both  new  and  renewal

41        business;

WHEREAS, on  14  October 2022, the Insurance  Commission issued Circular Letter
No. 2022-48 amending the effectivity dates provided for in provided in CL No. 2021-27 and

45       CLNo.2022-34;
46
47
48
49
50

WHEREAS, all non-life insurance policies shall adopt and implement the new rates
to be effective on 1  January 2023, instead of 1  April 2022, for new and renewal business and
those policies with issues and/or inception dates from 1 January 2023 and onwards;
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WHEREAS, taking into consideration that various enterprises across the country have
been reeling from the effects of the COVID-19 pandemic, it is incumbent upon the government
to respond to their critical needs as we slowly recover and get back on our feet.   We must not

4       add to the burdens of our citizens and firms;
5
6                    WHEREAS,  despite  conducting  consultations  among  PIRA  officers,  the  Insurance
7       Commission failed to conduct consultation among end-user consumers who will be immensely
8       affected by these drastic adjustments in insurance rates;
9

10                    WHEREAS, the extent of the consultations conducted by the Insurance commission
11       is very limited, notwithstanding the fact that the members of the PCIF-TWG are composed of
12       Ic representatives without any industry or end-consumer representatives.  Although PIRA has
13       been the official partner of the Ic and has been consulted in the process, business groups and
14       the  end-consumers  were  not  aware  of any  consultations  made  where  they  can  raise  their
15       comments or feedback about this policy;
16
17                    WHEREAS, with the anticipated global challenges like recession that can further harm
18       our local companies, the Commission should seriously  consider the timing and necessity  of
19       implementing such rate adjustments;
20
21                    WHEREAS, the extremely high and sudden increase in premium rates is unacceptable
22       considering the present challenges and recovery of firms doing business in the philippines that
23       are  availing  catastrophe  insurance.  The  increase  ranging  from  40%  to  as  high  as  400%  in
24       insurance bills to companies, especially to the Micro, Small and Medium Enterprises (MSMEs)
25       is too high to bear. It is surely an unreasonable increase and certainly, the paying public will
26       bear the burden of these abrupt increases in insurance rates;
27
28                    WHEREAS,  several  organized  business  groups  and  private  firms  expressed  their

strong opposition to the said policy in the absence of proper consultation and considering the
very  high  increase  in  insurance  cost  that  can  be  detrimental  to  various  industries,  their

31       employees and the general public;
32
33                    WHHREAS; the high cost of catastrophe insurance premiums will certainly impact the
34       unabated and record-high inflation and can contribute to the further increase in prices of basic
35       commodities  such  as  food,  housing,  and  medicines,  taking  into  account  the  wide  scope  of
36       catastrophe insurance that covers buildings, warehouses, equipment, and residential properties;
37
38                    WHEREAS; the high cost of catastrophe insurance premiums will  indirectly impact
39       several sectors, including the agriculture sector since facilities of agri-products are also being
40       covered by  the  said  insurance  and can will  greatly  affect the  food  security  program  of the
41       goverrment;
42
43
44
45
46
47
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49
50

WHEREAS;  it must be  emphasized that the  Insurance  Commission  is  a regulatory
goverrment  agency  tasked  not  only  to  regulate  and  supervise  the  insurance,  pre-need,  and
HMO industries but to safeguard the rights and interests of the public, especially from potential
abuses and disadvantageous rates and services;

WHEREAS;   the   Insurance   Commission,   must   seriously   revisit   and   hold   the
implementation of the said policy to allow them to carefully study its critical and detrimental
consequences and outcome to various firms, MSMEs and public consumers;
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1
2                   NOW,   THEREFORE,   BE   IT   RESOLVED,   to   direct  the   appropriate   House
3       Committee  to  conduct  an  inquiry,  in  aid  of legislation,  into  the  abrupt,  umeasonable  and
4       untimely increase of catastrophe insurance premium rates, with the end in view of determining
5       whether   the   implementation   of  the   aforementioned   adjustment   is   fair   and   acceptable
6       considering its detrimental impact to flrms doing business in the Philippines and the general
7       public as it may further increase the cost of basic commodities including agricultural products.

Adopted'
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