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-  From IBAI President Desk

I f  the Indian Insurance industry
needed to prove i tsel f ,  COVID 19
provided the perfect  opportunity ,  i t
may not be the biggest disaster
which India has seen but i t  is
ranked up there,  in terms of  the
degree to which the insurance
contr ibuted to the recovery.
One thing is  for sure having a
broker to prepare you for a disaster
and then be there to assist  is
invaluable.  The results for those
who had the assistance of  a
professional  broker have proven
their  worth.

I t ’s  not over yet ,  we wi l l  take t ime
and there wi l l  be numerous
chal lenges to overcome, our
members are in for a long haul .
Insurance companies have sett led
80% or 15.39 lakh Covid-19 health
cla ims,  amounting to approximately
Rs.15,000 crores as of  22nd June
2021,  the total  c la ims received was
of the 19.11 lakh.  

 I  am glad we have successful ly
come out of  the second wave of
COVID-19 and proved once again
that we are resi l ient as ever.  I  hope
that a majority  of  us are vaccinated
but we should not lower our  guards
as the third wave is  being predicted
and can be devastat ing.

The good news is that a sudden surge in activities has resumed all across the world,
especially in sports. We recently enjoyed the first World Cup Finals of Test Cricket,
enthralling Euro Cup and of course the Wimbledon. This gives us a lot of hope and
assures us that there is light at the end of the tunnel.

As we close the first quarter of F.Y. 21-22, the GI figures have been quite impressive,
with a growth of 13.78% as compared to the same quarter last year. There has been
a tremendous growth as far as the SAHI company’s premiums are concerned, where
they have shown an impressive growth of 55%, which clearly indicates the
momentum in the Health segment and the inclination of the customers towards
securing their family.

There is a lot of noise in the capital market with the upcoming LIC IPO, the first
Broker getting ready to be listed; the first 100% FDI Insurance Broker. This news has
given a completely new dimension to our Industry and will garner much-needed
respect and recognition. We, as Brokers, need to gear up to seize the upcoming
opportunities. Carpe diem!

The IBAI board had the first meeting with the Smt. S.N. Rajeswari (Member
Distribution). The meeting was very promising because, for the first time, we felt
heard. The regulator listened to our concerns carefully and agreed to work in
tandem and has promised to address the burning issues faced by the Brokers, whilst
providing relief wherever necessary.

For the last couple of months, the Broker Members have been receiving the
Certificate of Registration, well within the time or in some cases, even 20-25 days in
advance. This clearly shows that the regulator has improved and streamlined the
process. Kudos to the regulator for addressing this key issue faced by all the brokers!
On behalf of the Members, I would like to specifically thank the Regulator and the
entire team.

The Board recently met the Secretary General of LI Council and raised the key issues
faced by the Brokers, as far as Agreements, GTL quotes, Non-Payment of GST etc. is
concerned.

Last but not the least, the icing on the cake was IBAI being invited by the Head of
CAPIBA, to meet the senior team of World Federation of Insurance Intermediary
(WFII). It was a fantastic platform to understand the intermediary market world over.
The challenges faced by the broker markets world-wide are similar to ours, though
the regulation is a level playing field for all intermediaries, unlike our market. 
IBAI has been invited by WFII to carry out a webinar in the month of September
2021, to showcase the Indian insurance market across the world.
The IBAI board will continue to represent its members and resolve pressing issues. I
urge each one of you to wholeheartedly participate and provide valuable inputs from
time to time.

I look forward to active contribution from all the Members in terms of articles on
various topics, which can benefit the whole fraternity. I also welcome feedback to
improve our next edition.

Brokers’ Help Invaluable
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Underinsurance can be seen in
its many forms as under: 

Completely uninsured. 
Almost every portfol io including
motor TP shows staggering
underinsurance. The IRDAI
Journal of September 2017,
which is on motor insurance, has
an article by Dhiraj Nath which
makes a reasoned analysis
showing that in 2014-15, the
percentage of uninsured vehicles
in India was 64.30% for TP and
for OD it  was 73.85%. The article
also noted that the penetration
of insurance in India for non-l i fe
was a mere 0.72 of the GDP
against a world a world average
of 2.77%.

Restricted Coverage
The second cause is that
insurance is restricted to few
peri ls only.  In the earl ier days
the f ire policy insured only f ire,
when the real issue in India was
natural catastrophes. Thankful ly
now al l  property policies
mandatori ly cover natural
catastrophe risks. There are
many gaps seen in areas such as
Business Interruption and
Liabil i ty insurance which are
alarming from the economy and
society point of view.

Insurance is
incomplete, if there is   
or underinsurance in
any form or manner in
relation to vibrancy of
the economy. India is
in a serious state of
underinsurance, that
is defeating the goal
of economic
development and
resilience in the face
of serious risks which
we see happening
year after year.
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Underinsurance is systematised even for those who insure

There are diehard bel ievers in insuring, but it  is almost
universal to see that most are underinsured. Banks tradit ionally
underinsurance by insist ing that only the loan component is
insured. They do not make it  clear that the ful l  value should be
insured. They are quite unwise because in case of partial  losses,
even the loan component loss gets affected. Those who are not
bl indly fol lowing their loan stipulations, st i l l  s leep on valuation
requirements and get confused and provide wrong f igures. The
sum insured needs to be revised at every turn including after a
bout of inf lation, change of technology, upgradation of assets
etc. From the policy perspective, people have now real ised that
at every renewal the sum insured needs to revised, but they
have not yet grown from the conviction, that day one adequacy
has to be replaced by last day adequacy as the adequacy of sum
insured is as on the date of loss and surveyors make it  point to
somehow torture the sum insured to show that there is
underinsurance in every claim.

There are many instances of heart-breaking technical
underinsurance or non-insurance. Pl inth and foundations are
not covered, even though it  is not excluded in the policy
wording, stock in open is not covered, because it  is not
mentioned in the proposal or policy,  roads or anci l lary property
in the compound are not insured, even when specif ical ly asked
to be insured, and so on. Sometimes on renewal,  the cover
given earl ier is withdrawn, but the insured is not aware of it .
This is typical of basement coverage. After repeated bad
experience owing to f lood and inundation, insurers with draw
cover for basement risks. This happens to insureds such as
shops where the whole shop is confined to basements.

Taking lessons from past experiences, intermediaries and
insurers can play a vital  role in strengthening the resi l ience of
the economy by ensuring that they run campaigns to ensure
that ful l  information and advice is given to al l  those interested
to insure with regard to sum insured. It  is most distressing to
see that after losses have taken place many f ind that they are
uninsured or underinsured in a variety of ways. 
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How to create
awareness
and ensure
insurance in
the economy

Promoting insurance is not a
matter of blind marketing. There
has to be a strategy to convince a
prospect that for the economy at
large, venturing and activities in
the economy are rife with
unforeseen risks. This can be
amply explained by citing the
mega catastrophes that keep
happening in the world, in India,
in the city or district that the
awareness creation is taking
place. Once this is allowed to play
in the background, the gradual
explaining of the what is to be
done to retain economic wealth
and ensure resil ience in the face
of ‘risk shocks and surprises’ wil l
build risk convictions which will
ensure that all in the economy
enjoy consistent protection

Risk awareness
A lack of awareness of low-
probability ( insurable) adverse
events makes people risk
insensitive, ti l l  an actual loss
happens. 

This is one of the reasons why
there is non-insurance, or
insurance with breaks, minimal
insurance, underinsurance and so
on. It was seen that during
Hurricane Sandy in New York in
2012 only 37% of homeowners who
already owned removable storm
shutters put them up, and only 54%
of residents whose homes were
less than a block away from a body
of water was found to have flood
insurance. If this is the case in USA
(reportedly a very highly
penetrated market), one can
imagine the situation in India. In
Vancouver (Canada), about 60% of
residential homes have earthquake
coverage, whereas in Montreal only
4% do, even though both cities are
exposed to similar earthquake risk.
It is assumed that insurance
demand rises after a natural
disaster events but this fear effect
diminishes over time even in
disaster exposed areas. 

Knowledge about insurance
products and their availability
Even people who want to insure are
confused about the procedure about
how to search and obtain a proper
cover. They look around and see
unsatisfied insureds and those who
have not received claims. There is a
general suspicion about agents, in
that they mislead, which happened in
a major way in l ife insurance a few
years back. There is also a belief that
agents only aim at commission and
not at giving the best information and
advice. 

Consumer knowledge about insurance
is a critical foundation for building a
culture of protection. All insurance
web-sites should provide a pathway
on how to discover the best products
and how to obtain such product
covers easily. Even well-educated
people are not necessarily financially
l iterate, as a survey of eight countries
in 2012 showed. Insurance literacy
requires an understanding of specific
policy components such as how much
is to be covered, what would be the
premium costs, how to failure proof
against policy surprises, how to have a
smooth and fault free renewal, and
how to make a claim. Most surveys
show that consumers often do not
fully understand their coverage, even
in developed countries. They are not
too clear about processes, pathways
and outcomes.
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They need handholding more than what is
presently given.

Affordability 
Affordability of insurance is a critical factor in
buying decisions. Global consumer surveys reveal
that half of insurance buyers make final policy
buying decisions based on price. Respondents
consistently select their policies based on cost
rather than adequacy of coverage, meaning that
high premium payments may be an important
factor in the underinsurance. The importance of
affordability is even more acute in developing
countries, where many consumers do not have a
habit of taking insurance covers. Low-income
households have serious affordability constraints
and should be made aware of need to insured
even more. They should be incentivised in this by
all concerned. Governments have stepped in with
subsidies and facil itations in important areas l ike
health and crop, but insurers and intermediaries
must fi l l  the last mile needs.

Trust in insurers 
Intangible factors relating to the consumer
experience play very a vital role. Trust in
insurance providers has been shown to be a
critical driver of consumer buying behaviour.
People want to be sure that not only are they
paying a fair price for an optimal insurance cover,
but also that insurers wil l  be reliable in paying
out claims. Global survey evidence shows that the
level of consumer trust in insurers is lower than
that of banks and retailers. High-profile incidents
of claims disputes, such as those after Hurricanes
in the US, flood and cyclones in India pose
challenges for insurers’ reputations.

Undervaluation of insured assets 
Undervaluation also contributes to
underinsurance. Valuing properties at less than
replacement value in replacement policies and
market value for standard policies mean that
insurance policies wil l  not cover the full damage.
Undervaluation may occur in both commercial
and personal insurance for a variety of reasons,
including lack of valuation capacity, lack of
awareness of the insurance coverage in the
context of sum insured, bank domination in
forcing insurance (at the loan value), or
deliberate undervaluation to reduce premium
costs. In many cases, people unknowingly use
even accounting-driven market values or book
values rather than current replacement or market
value costs. 

Hence, the question of moving all organisations
and citizens to conviction based and consistent
insurance buying is an uphill  task, but this has to
be taken as an industry priority and the mission
and vision of the IRDAI which has created a
myriad number of insurers, intermediaries and
pathways for better insurance has to be made
effective by those licensed to get the happy result
of the country steadily and consistently
increasing in insurance penetration.
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Society and Insurance

Society has always found ways and means to manage risks. Pooling
and indemnifying for risk events is inbuilt in humans, which is why the
origins of insurance have been claimed by Indians, Chinese, Greeks,
all early trading nations and so on. As trading and then industry,
technology and rapid development took centre stage in the world, risk
taking went up by leaps and bounds. In each such venturing including
spectacular ones such as space fl ight, skyscrapers, mega risk in oil
and gas or in nuclear and power industry etc. insurance was found to
be an essential component. Risks and venturing bring in accidental
and unforeseen outcomes. Therefore, losses therefrom have to be
factored in, whether by insurance or by costly capital. Thus, everyone
down from governments to the lowest citizen endorses insurance
when it is presented to them in its true intent and significance. There
is no world body that does not promote insurance, including even the
Food and Agriculture Organisation, because crop insurance has
become an unavoidable input in the success and progress of food
security for the world and wealth creation in the farming value chain.

Reducing the Protection Gap

International organisations are now regularly monitoring the
insurance gap and trying to create debates on how to fi l l  the
protection gap at the earliest especially in relation to national
disasters and other mega events that create widespread losses and
tragedies. Sadly, it is seen that the insurance gap is not seen
closing. For instance, Lloyd’s second underinsurance report, shows
there is a global insurance gap of US$162.5 bil l ion in 2018. In their
report in 2018, they looked at the absolute cost of insurance gap
and estimated it at $27 bil l ion for India. However, the report gave
some good news about India. One, its premium penetration levels as
% of GDP went up from 0.7 in 2012 to 0.9 in 2018. This was in
contrast to countries l ike Russia it fell from 2.3 % to 1%. The second
is that “India is the only country that has dropped out of the top 10
countries with highest expected annual losses as a percentage of
GDP since the last report. This can be explained by the relatively
low number of natural catastrophes in India in recent years, with
the only significant property losses in Chennai, set against a rapidly-
growing economy.”

It is stated in the report that “Property is one of the most exposed
sectors to natural catastrophes and has a clear claims history, so it
is no surprise that more people are wil l ing to buy insurance to
protect their assets.” The second is transportation and storage
insurance. Incidentally, it was found that public administration and
defence sectors are also rising in insurance penetration from 0.31
in 2012 to 0.34% in 2018. The significance of all these figures is not
easy to understand, because along with growth in premium, the
industry size could be growing even more rapidly.

However, the report warns of new risks which
are rising exponentially such as cyber risks.
The report quotes from the 2017 survey of
PartnerRe & Advisen to state that “cybercrime
and cybersecurity have become daily realities
for business and governments around the
world. In 2017, cyber-attacks were estimated to
cost businesses somewhere between US$445
bill ion and US$608 bil l ion a year globally”. New
age insurances l ike cyber can have both first
party cover and third-party cover in the same
policy covering a wide variety of incidents. It
correctly reports that the scale and scope
cyber-attacks are dynamic and insurers have a
difficult time catching up to offer protections
against the surprises that keep rising up. A
proper cybersecurity policy is considered an
essential part of any organisation’s disaster
preparedness along with an insurance cover
that wil l  support risk managed organisations in
the optimal manner.
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TYPES OF
UNDERINSURANCE

Ignorant Underinsurance 
It happens because of poor advice from uninformed insurance advisors and
happens to consumers/ banks who may not pay attention to calculating
proper value for assets to be insured or renewed. Value fixed for items
insured can be revised at any time for property insurance and the insurer will
ask for additional premium on pro-rata basis. If the rise in sum insured is not
logical or extreme, the insurer can ask for valuation or other evidences to
ensure that there is no likelihood of fraud or unexplained claims after the
increase in sum insured.

E X C L U S I V E 1 2

Creeping Underinsurance
Creeping underinsurance happens when the insured does not pay attention
to inflation and any other factor that increases the value of the property
insured. Escalation is commonplace in costs of property. Property Insurance
has an escalation clause which may be used to avoid creeping
underinsurance. It is also a problem in project/construction insurance which is
usually a multi-year insurance.

Overlooked Underinsurance
It is possible that the insured or their advisors have overlooked assets or
contingencies/needs that need to be insured – common examples are stock in
the open, undeclared stock, because of their movement or accumulation,
property in multi-locations, the interest through bailment, and other forms of
use, property with third parties and so on.

Financier Induced Underinsurance
Financiers compel insurance, but often do not pay attention to the sum
insured so long as the amount loaned is covered. This makes all claims for
partial losses suffer from underinsurance apart from the non-loan component
being uninsured.

Premium Reduction Strategy Induced Underinsurance 
Sometimes when the insured do not have claims for many years, there may be
a tendency to underestimate the chances of loss, and insure for less sum
insured to save on premium.
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How to Prevent Underinsurance in
commercial Insurance

The insured may have the property professionally valued for insurance purposes.
The property is better insured, if the insurance is on reinstatement value and not
market value.
The insured should revalue assets after alteration or renovation of the property.
The insured has to ensure that all minor structures like compound walls, outhouses etc.
are included in the schedule.
There is a need to add costs such as costs of demolition, debris removal and
architectural, engineering and municipal costs to the extent required.
The stock value is to be properly covered and care is to be taken those fluctuations of
stocks values are taken care of by declaration or floater policies as appropriate
Inflation costs must be added for capital items, as also the effects of currency changes,
custom duties etc. 

1.
2.

3.
4.

5.

6.

7.

Underinsurance Checklist for
Individual/ Family Insurance

Create an inventory or asset register of personal assets
Ensure that inflation loading is made on asset prices, including paintings, gold, antiques etc.
Get a Valuer for high value items where unique prices are to be certified.
Ensure that reinstatement values are given for buildings, furniture, etc. and a
reinstatement cover is ensured in the policy.
Preserve all bills for purchases especially of costlier items.
If there are limits for undeclared items, then to get full cover for valuable items they need
to be insured specifically with values backed by bills or valuation as may be needed.

1.
2.
3.
4.

5.
6.
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In the famous case Lucena v. Crawford (1806) decided by

the House of Lords, it was observed that a person has an

insurable interest in a subject matter if he stands to gain by

its continued existence and stands to lose in the event of its

destruction. Briefly, the facts were that Royal Commissioners

had been given statutory authority to take charge of Dutch

ships and cargoes in England. Acting under the orders of the

Admiralty, a Royal Navy ship took several Dutch ships at sea.

The commissioners then arranged to insure the ships while

they were on their way to England. The ships were lost

before arrival. It was commented that if the commissioners

could not insure this property, the Dutch owners could not;

and it would be a strange paradox to assert, that these are

ships and cargoes which were subject to all the perils of the

sea in their voyage, and yet none are competent to insure

them.

In this case one of the Judges (Lawrence J) went on to

formulate what has become known as the factual

expectation test: “To be interested in the preservation of a

thing, is to be so circumstanced with respect to it as to have

benefit from its existence, prejudice from its destruction. 

The property of a thing and the interest devisable from it

may be very different: of the first the price is generally the

measure, but by interest in a thing every benefit and

advantage arising out of or depending on such thing, may be

considered as being as comprehended.”

In cases heard in the 19th century the judges, in so far as

the definition of insurable interest was considered,

expressed support for factual expectancy. For example, in

Lloyd v Fleming (1875), the court said: “This subject-matter

[of the insurance] need not be strictly a property, in either

the ship, goods, or freight; for, as has been long said, if a

man is so situated with respect to them that he will receive

benefit from their arriving safely at the end of the adventure,

or sustain loss in consequence of their not arriving.”

Unfortunately, Marine Insurance Act 1906, in the case of

Marine and the case Macaura v Northern Assurance Co Ltd

(1925), gave the principle of insurable interest a wrong turn

that has been a setback on allowing anyone interested to

insured. In House of Lords decided case Macaura v

Northern Assurance Co Ltd (1925), it was found that

Macaura was the only substantial shareholder in a company

to which he had sold timber on credit. He insured the timber

in his own name and when it was destroyed by fire sought to

claim against the policies. In the House of Lords, 

In the 18th century case law looked at
insurance contracts that they should not get
breach any law or principle and be found
guilty of using insurance as wagering
mechanism. The view taken was that
insurance should be encouraged because it
played a key role in commerce by enabling
people with little capital to engage in
business by reducing their exposure to risk
and ruin. This emphasised the importance
of focusing on the social and commercial
benefits of insurance rather than on the
restrictions-imposed technicalities such as
ownership etc.
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the issue was whether Macaura had an insurable interest in the timber
owned by the company. It was argued on behalf of Macaura, that Macaura's
insurable interest derived from his being the only shareholder. It was also
argued that a separate insurable interest arose from his being the only
substantial creditor of the company whose only substantial asset from which
the debts could be paid was the timber. On both grounds, it was claimed,
Macaura was bound to benefit by the preservation of the timber and suffer
by its destruction. All five of their Lordships rejected this argument ruling that
Macaura had no insurable interest. If Macaura’s argument was accepted,
then, in Lord Buckmaster's view, each shareholder in every company would
have an insurable interest in corporate assets and the extent of that interest
`could only be measured by determining the extent to which his share in the
ultimate distribution would be diminished by the loss of the asset — a
calculation almost impossible to make. This was the dominating British view
since then.

However, in Canada, Australia, the USA and South Africa took a pragmatic
approach, in response to the perceived social and commercial benefits which
widespread insurance offers. The reasoning in Macaura has been rejected
principally on the basis that an overly technical determination of the
insurable interest requirement has the potential to defeat the reasonable
commercial expectations of the parties. In its place the courts have
substituted factual expectancy as the determinative test.

These countries understood that if the Macaura interpretation is followed, it
is no longer possible to claim merely that one would be adversely affected by
the loss; the insured would also need to prove that he/she owned an interest
in the objects destroyed. This only provided an illusion of great certainty.
Assuming that an insurable interest in `things' must mean property, among
the simple questions raised are matters such as how does one own a direct
interest in property which is not in existence at the time of the contract? Can
next season's crops or fluctuating inventory be insured? Are warehousing
and other bailee policies subject to the law as set out in Macaura so as to
limit the right to insure to the bailee's liability to the bailor?” A fear was
expressed that the adoption of the factual expectation test would lead to too
much insurance. Justice Wilson J concluded that this fear “may also be
illusory.” Insureds are under a duty to disclose all material circumstances so
that insurers can assess the risk and if an insurer cannot estimate the
likelihood of the loss occurring (because, for example, the information is in
the hands of third parties) then it does not have to write the policy.

Wilson J rejected the argument that a broadly conceived notion of insurable interest
would lead to an increase in the wilful destruction of insured property but on deeper

examination those with legal or equitable interest would have better access to the insured
property and therefore more opportunity to destroy it than those with an interest in the

broader sense. Indeed, the moral hazard may well be decreased because the subject-
matter of the insurance is not usually in [their] possession or control.
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The insured property was a steel

making unit and as approved by the

bank in writing, the insured was to

insure only store materials as stock,

as the rest of the stock would not be

too vulnerable to fire and flood

related perils. However, the policy

merely showed that stocks was

covered without saying stock in

stores. 

There was a major loss owing to a

sudden cloudburst and flood in the

area. The surveyor in assessing the

claim chose however to take the

whole sum insured as requiring

insurance and accordingly assessed

an underinsurance to the extent of

97%, despite the insured providing

evidence of the bank letter as also

the previous policy with another

insurer, as evidence that the limited

insurance was appropriate. The

insurer did not amend the same

when they decided on the claim and

thus committed two errors – one the

policy was unclear at best and they

did not clarify matters; two they took

advantage to pay an unjust lower

claim to the insured.

Survey Report Created Underinsurance

In a total loss case that destroyed a garment

manufacturing unit owing to a major fire, the surveyor

who did the survey assessed the loss as total loss.

However, he also assessed the quantum and fixed an

underinsurance component of 5% in the final

assessment of the claim. The claim was referred to

arbitration on various grounds. During the witness

examination, the surveyor who was a senior surveyor,

was asked as to why he deducted 5%. underinsurance

when the claim was a total loss. He said that this was

an industry practice. The Insurer did not consider this

error when they processed the claim.

CLOUDBURST/FLOOD CLAIM

In a project insurance claim that occurred owing to a major cyclone in 2014, after the

reinstatement was over after 6 years, the claim was assessed with an escalation factor of 30%

(5% per year) and as a result the insured was eligible only for 70% of the claim. The surveyor

did this unilaterally without seeking clarification/ verifying records with the insured. The survey

report was not provided by the surveyor/insurer as required. When the matter was discovered

during arbitration proceedings, the insured produced evidence that the contract was on fixed

price basis and hence no escalation is applicable. The insurer had also accepted the surveyor

report as it is and did not agree pay the full the claim.

CAS E S TUD I E S

FIRE TOTAL LOSS CLAIM

MCE CLAIM – LOSS FROM MAJOR CYCLONE
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Survey Report Created Underinsurance

The insured factory was refining sugar from sugar cane and sustained a flood loss immediately

after the crushing season was over. It is customary that the sugar stock is kept with the insured

and released slowly in market so that sugar is available till the next season starts. At the point

when the stock was maximum, a flood loss took place. The claim was assessed on market value

which to the insurer meant selling price less gross profit and other non-production costs. The

insured protested but the same was not allowed. The deductions were around 25% of the actual

market value.

In the US and other markets, market value means just that – what is the price for the product in the

market on the date of loss. Hence in market value fire claims, the courts recognise market value only if the

property which met the loss was for sale/buying. In all other cases the courts use the formula of

reinstatement value - depreciation which is termed Actual Cash Value (ACV).

In India, the Supreme Court of India in the case Canara Bank vs M/S United India Insurance Co. Ltd (2020)

has made the position clear. In the above case one of the issues was on the indemnity payable for a stock

of chillies burnt in a cold storage. The stocks belonged to the neighbouring farmers and they argued

before the court that the value of the goods was to be assessed as on the date of fire and not as on the

date when the goods were stored in the cold store. The SC quoted the policy condition: “shall pay to the

insured the value of the property at the time of the happening of its destruction or the amount of such

damage”

The reason why the farmers asked for the market value as on the date of fire was noted by the SC: Byadgi

Chilli is the major component of the goods that were stored in the cold store. It is a very famous variety of

chilli…. One of the main uses of this chilli is not only as an item of food but as an item to extract red colour

pigment which is used in the manufacture of lipsticks, nail polishes, and other cosmetics etc…. Many cold

stores have been constructed in the area where this chilli is grown because if these chillies are stored at a

low temperature of 4 to 6 degree Celsius, the colour and purity is maintained and it also increases the

amount of oleoresin which can be extracted from chilli by about 30% to 40%. As such the farmers took a

commercial decision to store the chillies because after storing it, the value would go higher. The SC

agreed with the farmers that the increased value as on date should be paid.

CAS E S TUD I E S

STOCK LOSS ARISING FROM FLOOD
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IRDAI Update for Q1 

Apr 2021
Standard Technical Note (Template)- Motor Insurance

Standard Technical Note (Template)- Health Insurance

(General Insurance Products) Regulations, 2021

Terms and Conditions of Life Products for F.Y. 2020-21

Draft Guidelines on Trade Credit Insurance

Insurance Advertisements and Disclosure) Regulations, 2021

Standard Health Insurance Products

Standard Products - Life

Facilitation by Insurers for cashless service at network hospitals

Communication on settlement of Health Insurance Claims

Norms on settlement of Covid – 19 health insurance claims

Report of the Working Group (WG) for revisiting the retail business of Engineering

tariff.

For filing pricing and product related information for general insurance products.

filing pricing and product related information for health insurance products

Exposure Draft

May 2021
Discussion paper on Increasing General Insurance penetration in rural areas with

special focus on agriculture and allied activities through the concept of a Model

Insured Village

Guidelines on Standard Domestic Travel Insurance Product

Report of the Working Group (WG) to revisit the product structure of Title Insurance

Consolidated Regulations 

Guidelines on settlement of Life Insurance claims to the victims of Cyclone.

Guidelines on Insurance claims of victims of Cyclone Tauktae and Cyclone Yaas in

the calamity affected areas.

APRIL-JUNE 2021

Jun 2021
List of Insurance Brokers

List of Insurance Ombudsmen

Guidelines on Standard Professional Indemnity Policy for Brokers, Corporate

Agents, Web Aggregators and IMF
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1. In insurance, Insurable Interest is required at the time of
contract and at the time of insured loss/claim.

a) Yes, applicable both for life and non-life insurance
b) Required only for life insurance.
c) Required only for non-life.
d) It differs. In life-related insurance, insurable interest is
required at the time of the contract but not at the time of
the loss. In non-life it is required on both occasions.

2. The famous English case Carter v Boehm 1766 is a
landmark case dealing with which of the Principles of
Insurance?

a) Proximate Cause
b) Insurable Interest
c) Good Faith
d) Indemnity

3. If the agent helps to fill the proposal form and it is done
wrongly violating utmost good faith, who will be held
responsible for the consequences.

a) The agent
b) The Insurer
c) The insured
d) None of them

4. The famous case that gave a definitive view of the
Principle of Indemnity was:

a)  Castellain v Preston (1883) 11 QBD 380, CA 
b)  Rylands v Fletcher [1868] UKHL 1 (17 July 1868)
c)  Stock v Inglis [1884] 12 QBD 564
d) Macaura v Northern Assurance Co Ltd, [1925] AC 619;
[1925]

5.Parametric Insurance is:

a) a derivatives contract which provide for payment of
money on the occurrence of a certain event. There is no
need for insurable interest.
b) Payment is made regardless of any actual loss suffered
provided the trigger is activated. These operate as disaster
funds where money is paid promptly without the need to
calculate loss and provide an indemnity.
c) It is a contingency cover, which pays a fixed sum on the
occurrence of an insured event without the insured having
to show that the extent of loss in order to make a claim.
d) It is used to protect against low-value, high probability
events such as variations in temperature or rainfall.

Answers

1. Ans. d 
(Source: Law Commission and Scottish Law Commission Joint review of insurance contract law April 2016, INSURABLE INTEREST AND
PARAMETRIC POLICIES)

2. Ans. c
Good Faith(Carter v Boehm (1766) 3 Burr 1905 is a landmark English contract law case, in which Lord Mansfield established the duty of utmost
good faith or uberrimae fidei in insurance contracts.)
 
3. Ans. c 
(In filling up the proposal form, the agent normally, ceases to act as agent of the insurer but becomes the agent of the insured and no agent
can be assumed to have authority from the insurer to write the answers in the proposal form – SC Supreme Court of India Reliance Life
Insurance Co. Ltd. vs Rekhaben Nareshbhai Rathod on 24 April, 2019)

4. Ans. a 
“that the contract of insurance contained in a marine or fire policy is a contract of indemnity, and of indemnity only, and that this contract
means that the assured, in case of a loss against which the policy has been made, shall be fully indemnified, but shall never be more than fully
indemnified.”

5. Ans. c 
(Source: Law Commission and Scottish Law Commission Joint review of insurance contract law April 2016, INSURABLE INTEREST AND
PARAMETRIC POLICIES)
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