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C.S.RAO

rom the PublisherF
Motor liability insurance is a socially important

instrument, but one that costs the general

insurance industry dear in almost every market,

placing significant pressure on the bottom lines of

companies. Yet it is an irresistible business

portfolio, not the least because it can boost the top

line significantly, enhance cash flow and contribute

towards the investment portfolio. In India there

is the added duty that companies are obliged to

write Motor Third Party Liability business when

approached by the prospective customer.

Yet, the problem remains of managing the

business so that its negative effects are contained.

This issue of IRDA Journal examines this aspect.

We bring you analyses of this contentious issue by

many practitioners and analysts, trying to

prescribe ways and means for solving the problem.

The next issue will look back on ten years of

insurance sector reforms. It was a decade ago, in

early 1996, that the Insurance Regulatory

Authority was set up. This was an interim body

that later became Insurance Regulatory and

Development Authority when the IRDA Act was

passed in 1999.

Looking back is a good thing to do at the

beginning of a New Year so that looking ahead

can be more purposeful. 2006 holds many

challenges and points of action for the insurance

industry in India. Let me wish you a very Happy

New Year, and one in which we will see collectively

the further healthy growth of the industry.
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LETTER FROM THE EDITOR

Motor Liability insurance is one of the biggest drags on general insurance profitability not only in
India, but in many world markets. Even with market pricing and strong administrative control on
claims, the portfolio bests the best of companies. In India, general insurance companies work with their
hands tied behind their backs in several respects including lack of time and geographical limitations for
claims, unlimited liability going hand in hand with a constraining liability cover tariff and a slow moving
legal system.

This month’s issue of IRDA Journal takes as its central theme the question of how to deal with
Motor Third Party Liability (Motor TP) insurance.

We bring you a longer than usual list of writers (for Motor TP seems as popular a topic as Health
Insurance!) this month.

We have Mr. K. K. Bhat, Assistant General Manager, The Oriental Insurance Company writing on
the remedies to this ill, Mr. G. V. Rao retired CMD, The Oriental Insurance Company Ltd. discussing
the portfolio from the financial angle, Mr. S. Giridharan, Deputy Manager, Oriental Insurance Co. Ltd.
drawing up a wish list of the amendments that the insurance industry would want in the Motor Vehicles
Act and Mr. R. Suresh, General Manager - Liability Claims, Royal Sundaram Alliance Insurance Company
examining the Motor Third Party Liability compensation levels in the country and spelling out the
issues that need to be factored into the settlement amount.

Mr.T. Babu Paul, Assistant Manager, National Insurance Co. Ltd. rues the high prevalence of
malpractices in Motor TP claims and examining the causes and reflecting upon the remedies,
Mr. H. Ananthakrishnan, Officer on Special Duty, IRDA writes on what the law has to say about Motor
TP claims and taking a look at the way the Indian legal system deals with Motor TP claims and
Mr. P. C. James, Executive Director (Non-Life), IRDA points out that rather than just trying to control
claims, underwriters should seek to change the behaviour of the portfolio through various strategies.

The next issue of underwriting will bring you a perspective of a decade of reforms. Starting with the
formation of the Insurance Regulatory Authority (IRA), the precursor of the Insurance Regulatory and
Development Authority (IRDA) which was formed subsequently by an Act of Parliament, till the present
day different writers will look at where we have progressed to.

A little over three years ago, in the Editorial of the inaugural issue of the Journal, I had said that I
wanted to start off within the insurance industry a dialogue, a process of sharing concerns and knowledge
towards the common good of the industry.

I have the satisfaction of seeing that come to pass and, with this issue of the IRDA Journal, I hand
over the baton to my successor and bid goodbye to all you readers who have supported me through
many, many appreciative and critical letters and emails and the sheer number of requests for copies!

I am sure the dialogue that the Authority has begun through this unique communication medium
will be continued ably and that you will continue to derive benefit from it. I have much to thank the
Authority for including the privilege of working on a project like this from scratch and for the support
and freedom given to me to carry out my work as best I could. It is not an opportunity that one gets
everyday or one that can ever be forgotten.

I do look forward to meeting all of you again in the future. I can be reached on 94440-74482 and on
knityakalyani@gmail.com and would always appreciate hearing from you.

Good bye and here’s wishing that the New Year brings you much happiness and progress!

K. Nitya Kalyani

The Weakest Link
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VANTAGE POINT

Insurance, as anyone will tell you, is a
long term game. Its India history also
tends to longer rather than shorter
periods.

When the new industrial policy was
implemented in 1991 by the then new
Union Government, things started
happening rapidly. Industrial licensing
was dismantled, Committees were set
up to recommend reforms in the banking
and financial sectors, banking reforms
introduced in one quick shot and the
Committee on Insurance Sector Reforms
headed by Mr. R. N. Malhotra, Former
Governor, Reserve Bank of India, set up
to recommend the future course the
industry should take to become
competitive and ultimately benefit the
customer.

The Malhotra Committee too gave
its report in a short time. It was after
that that the waiting started. Broad
basing the industry by allowing private,
Indian and foreign, capital was debated
for a long time, till the end of the decade
virtually, when the final decision was
taken and the Insurance Regulatory and
Development Authority (IRDA) Act was

A Decade…
is a long time for an individual. For an industry, especially one that was waiting to realise its immense
potential, it is a drop in the ocean. K. Nitya Kalyani looks ahead at the theme of the February issue of
IRDA Journal that seeks to trace the developments related to opening up the insurance industry with

the formation of the Insurance Regulatory Authority in early 1996.

passed in November 1999. After over
four to five decades, the industry moved
from being fully in the state sector to
broad based ownership possibilities.

Long as the process of implementing
reforms took, the Government expressed
its clear intention to tread the reform
path with reference to insurance earlier.
Post the Malhotra Committee’s report,
a Cabinet Resolution was passed in
January 1996 to form an ‘interim,’
‘voluntary’ regulatory body called the
Insurance Regulatory Authority (IRA).
This body was the precursor to the IRDA
of today, and the setting up of the body
was the manifestation of the reforms
process in the industry.

Later, at the end of the decade, the
IRDA was set up. The writ of the
Authority was to register, and monitor
according to well laid out prudential
norms, new companies wishing to enter
the insurance business and those
already in it. Its responsibility is also to
nurture the industry through a period
of change and ensure its healthy growth
for the larger good of the society and the
economy.

The first of the new insurance

companies was registered in October

2000 and today, there are 30 direct

insurers doing business in the Indian

market with the GIC being designated

as the national re-insurer.

Ten years after the IRA was created,

the industry is vibrant and growing at

an admirable clip. It is going through

typical growing pains too. Significantly,

the new companies have expanded the

market, more so in life insurance, and

established a market share among

themselves of over 20 per cent. The

sheer expansion of the number of

companies from six earlier to about five

times that number has meant that the

message of insurance fills the air and

the average citizen is more aware of the

financial instrument than ever before.

It is the journey from there to here

that we try to trace in the next issue of

IRDA Journal. The purpose is to gain

a perspective on the industry’s status

and its future potential.

House ad for this page

A Decade of Reforms…… Looking Back.

Visual: a rearview mirror of a car.
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IN THE AIR

IRDA has issued a circular dated December 7, 2005
outlining the procedure for obtaining permission by a foreign
insurance company to open a liaison office in India. Earlier
it was the Reserve Bank of India (RBI) that was authorised
to give such permission. The circular reads as follows:
Procedure for Opening of Liaison Office in India by
an insurance company registered outside India

The existing procedure for grant of permission by RBI
for opening of an office by an insurance company registered
outside India has been revised in consultation with the
Government of India and it has been decided that hence
forth such permission would be granted by IRDA.

In this context a “Liaison Office” would mean a place of
business to act as a channel of communication between the
Principal place of business or Head Office by whatever name
called and entities in India but which does not undertake
any commercial/ trading/ industrial activity, directly or

Procedure for Opening Liaison Offices
indirectly, and maintains itself out of inward remittances
received from abroad through normal banking channel.

Persons desirous of opening liaison offices shall apply to
the Insurance Regulatory and Development Authority in
Form IRDA- FIC -1 attached as Annexure “1”.

The applicant company shall be required to comply with
the terms and conditions of the General Permission granted
by RBI under the Foreign Exchange Management Act, 1999
and any other law in force.

The permission for opening of liaison office in India by
an insurance company registered outside India are subject
to the terms and conditions as may be additionally stipulated
by the Authority from time to time.

(Sd/-)
C.S. Rao

Chairman

IRDA has allowed Third Party Administrators (Health
Services), (TPAs), to undertake servicing of non-insurance
healthcare schemes promoted, sponsored or approved by
Central or State Governments provided there was no conflict
with their work with insurance companies and on bringing
in additional capital earmarked for this business. IRDA,
while not taking responsibility for the transactions between
TPAs and governments, has reserved the right to take action
on complaints by the latter if any.

The circular to all TPAs to this effect, issued on December
16, 2005 reads as follows:

A query is being raised by several Third Party
Administrators-Health services and other agencies whether
TPAs can enter into agreements with entities other than
insurance companies for servicing their healthcare schemes.

It is hereby clarified that if the task undertaken by the
TPA Company is to undertake servicing of non insurance
healthcare schemes promoted, sponsored or approved by
Central or State Governments, the IRDA has no objection
to the TPAs undertaking that function.

IRDA  issued, on December 21, 2005, to guidelines to
insurers in respect of design of products under Unit Linked
Life Insurance Plans. The Guidelines are intended mainly
to ensure that they lead to greater transparency and
understanding of these products to the insured, since, the
investment risk is borne by the policyholders.

The Guidelines concurrently envisage extension of
minimum insurance cover to be offered under the products
(with exceptions in respect of the pension and the annuity
products) and certain prudent practices on other features of

Since TPAs also undertake claims processing on behalf
of insurers it should, however, be ensured that there is no
conflict of interest between the work undertaken on behalf
of the Central and State Governments and the work taken
up on behalf of the Insurance Companies. It is also further
clarified that the working capital requirements for attending
to the work relating to the Central and State Governments
shall be worked out separately and brought in additionally
so as to ensure that the processing of claims on behalf of the
Insurance Companies is in no way impaired.

The IRDA will not be responsible for administrative or
financial transactions between the TPAs and the Central or
State Governments. It, however, reserves its right to take
appropriate action against the TPAs for serious acts of
omission and commission brought to its notice by the Central
or State Governments.

Sd/-
(C. S. Rao)

Chairman

ULIP products like partial withdrawals, top-up premiums,
etc., to meet the objective of greater flexibility and long term
protection to the insured.

The Guidelines define the nomenclature of various
charges and how they are to be levied, so that the customers
are clearly aware of various charges under the product and
are apprised of the unit prices on a daily basis. For more
details, the IRDA’s website may be consulted at
www.irdaindia.org, says a press release issued by
Mr. C. R. Muralidharan, Member, IRDA.

IRDA Allows TPAs to Service Government Healthcare Schemes

IRDA Guidelines on Unit Linked Life Insurance Plans
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STATISTICS - LIFE INSURANCE
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The insurer’s year end financial
accounts are expected to reflect the
financial reality of the company as
truthfully as possible. The estimated
outstanding claims form a substantial
portion of its future corporate liabilities.
These numbers are based on the
management’s estimates and need to
pass muster with the statutory auditors.
One has, therefore, to closely monitor
the management’s assumptions in
computing them and the comments
their auditors have made on them.

This article will discuss the current
scenario from a financial and
accounting angle so that there is a
better understanding of the magnitude
of the tasks involved in controlling,
predicting and managing the Motor
Third Party (TP) business and its claims
estimates. A point has now been
reached, as the analysis will show, that
unless the current tariff pricing is either
dismantled or rates adjusted on
experience basis, the financial future of
insurers and the industry is perilously
at stake. What is the current status of
Motor business and, in particular, of
Motor TP? Table 1 below of premiums
will show its importance to the market.

Importance of Motor business

The Motor TP business of Rs. 2,114
crore forms only 11 per cent of the
market. It grew by a mere Rs. 34 crore
in 2004-05 that is rather surprising
considering the premium adjustment
permitted on vehicles that met with
accidents in the previous year of
insurance. A further analysis (no table
given) showed that the established
players wrote 91 per cent of the total
Motor TP business in 2004-05, down
from 94 per cent in the previous year.
Their overall share of the Motor
business was 82  per cent of the market,
down from 87 per cent in the previous
year. National Insurance led the Motor
OD segment with 26 per cent and New
India in Motor TP with 21 per cent of
the total.

The Bottom Line
— The impact of Motor TP losses on financial performance

G. V. Rao discusses the Motor TP portfolio from a financial angle to conclude that unless
the current state of affairs is changed, the future of the industry is perilously at stake.

A further analysis showed that while
United India Insurance dropped its
Motor TP business in 2004-05 by Rs. 130
crore, Oriental increased its share by
Rs. 60 crore. New India improved its
share by Rs. 23 crore and National by
Rs. 10 crore.

Two factors need further analysis:
why is the premium growth in Motor TP
so low? Are there any reporting errors?
Over 20 lakh claims, amounting to about
Rs. 15,000 crore, are outstanding for the
market. About 65 per cent of these are
in courts and over 33 per cent of them

are unsettled for over three years. What
impact will these developments have if
and when detariffing takes place? The
rating structures and claim provisions
thus become very important in
managing the Motor TP portfolio that
can affect the finances of insurers.

Analysis of the business

The importance of the assumptions
made in the estimates of outstanding
Motor TP claims and their impact on the
total corporate financial performance
can be better understood from the
analysis of a major insurer’s financial
accounts for 2004-05. The position of
other insurers may not be significantly
different from the present sample.

The Tables 2 to 5 below highlight the
significance of the Motor TP business,
its outstanding claims in relation to the
total outstanding claims and how the TP
business has affected the insurers’

corporate performance and why more
disclosures may be necessary of the
assumptions made by the operating
offices of insurers.

Some number crunching

� The Motor TP earned premium of
Rs. 342 crore forms just about 16
per cent of the total EP of Rs. 2,122
crore, whereas Motor TP
outstanding claims form a massive
Rs. 2,066 crore (72 per cent) of the
total O/S claims of the insurer of
Rs. 2,859 crore. It is this single
factor that makes the Motor TP
business a high-risk portfolio one
from the financial accounting angle.
Its impact on corporate performance
is far too disproportionate compared
to its revenue.

� The Motor TP net incurred claims
are Rs. 832 crore out of the total
incurred claims of Rs. 1,908 crore
(43 per cent). It is obvious that its
low premium base and high loss
composition make the process of
how Motor TP O/S claims estimates
are made by the operating offices
quite crucial.

� The total Motor business of Rs.
1,035 crore forms 48 per cent of the
total EP of the insurer, a high
composition; 32 per cent of this
comes from Motor OD and 16 per
cent  from Motor TP. Net incurred
losses from Motor quantum-wise
constitute 64  per cent of the total
net incurred losses of Rs. 1,908
crore; Motor TP alone forms 43 per
cent  of the total claims cost.

� On its own, the Motor TP loss ratio
is 243 per cent. If other procurement
costs of 35 per cent  were added, this
figure would touch nearly 280 per
cent . The operating loss would be
over Rs. 600 crore.

� These are the losses based on the
present method of estimating Motor
TP O/S claims. If this process of
estimating were to undergo any

The Motor TP earned
premium stood at just 16

per cent of the total, while
the outstanding claims

formed a massive 72 per
cent of the total.

ISSUE FOCUS
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change requiring higher estimates to
be provided, no one really knows
what the loss ratios would look like.
But one needs to progressively refine
the methods of estimating losses
based on realistic trends of the past
and the future market vagaries.

� The Motor outstanding claims form
79 per cent of the total outstanding
for this insurer; for another one it
formed 77 per cent of the total.

� The settlement of TP claims through
negotiated process is coming down
for many insurers. This will raise the
pendency of cases in courts.

Assumptions in estimating TP
claims

The insurer depends upon its
operating offices to make the estimated
provisions on a case-to-case basis.

� TP claims are recognised usually
when court summons are received
and not as and when claim
intimations are received from the
insured.

� Claims that are repudiated or under
dispute are not usually provided for
in the O/S claims.

� Claims reported but waiting to be
registered may not be brought on
company accounts. They may not be
recognised either through omission
or other reasons such as insufficient
information.

The points made above do get
magnified in the case of Motor TP losses,
considering the huge magnitude of its
share of 72 per cent in the overall
outstanding claim provisions. As yet, no
way has been found to ensure that there
is reasonable financial and
administrative discipline within the
system to work out the outstanding
estimates in this sector that hardly
contributes 16 per cent to the total
corporate EP. The impact of Motor TP
losses on the total performance of the
insurer is disproportionately high, as
can be seen from the above discussion
on numbers. Hence more scrutiny and
care are required in estimating the
Motor TP O/S losses in insurer’s own
interests.

Auditors usually ask insurers to
provide information on how the past
estimates provided for in the previous
year have actually been settled in the
current year to determine whether the
provisions made earlier justified the
assumptions made by the insurer.

Such a “truing up” of estimates will
show if there has been a consistent
usage of “bad estimating’ and if it is
necessary to inject more discipline into
the system. Is it possible for the
insurers to own up the “truing up” by
making such figures public in their
financial statements?

Delayed intimations can be checked
by asking for information post-facto up
to the time of the finalisation of
accounts. All claims whose occurrence
preceded the end of the financial year
can always be brought into the accounts
of the year to be audited. By using this
provision, this insurer’s Motor TP O/S

TTTTTable 2: Company performanceable 2: Company performanceable 2: Company performanceable 2: Company performanceable 2: Company performance

Year Earned premium Net incurred Net O/S claims
of all portfolios claims  end of year

2004-05 2,122 1,908 (90%) 2,859
2003-04 1,972 1,587 (80%) 2,552

TTTTTable 3: Motor Businessable 3: Motor Businessable 3: Motor Businessable 3: Motor Businessable 3: Motor Business

Year Earned Net incurred Net O/S claims
premium claims end of year

2004-05 1,035 1,238 (120%) 2,256
2003-04 916    981 (107%) 1,984

TTTTTable 4: Motor TP Businesable 4: Motor TP Businesable 4: Motor TP Businesable 4: Motor TP Businesable 4: Motor TP Busines

Year Earned Net incurred Net O/S claims
premium  claims end of year

200405 342 832 (243%) 2,066
2003-04 292 694 (238%) 1,825

TTTTTable 5: Motor OD Businessable 5: Motor OD Businessable 5: Motor OD Businessable 5: Motor OD Businessable 5: Motor OD Business
Year Earned Net incurred O/S claims

premium claims end of year
2004-05 693 406 (59%) 190
2003-04 624 287 (46%) 159

Year Total Motor premium Motor OD Motor TP
premium premium premium

2004-05 18,860 7,500 (40%) 5,384 (29%) 2,114 (11%)
2003-04 16,550 6,460 (39%) 4,377 (27%) 2,080 (12%)

 Rs. in Crore

claims went up by net Rs. 145 crore in
2004-05.

Impact of Motor TP on total
performance

� The above analysis of Motor TP
business shows that while its EP
income went up by a mere Rs. 50
crore in 2004-05, the net incurred
claims went up by Rs. 138 crore
and the net increase in the O/S
claims went up by Rs. 241 crore.
The total overall net O/S claims of
the insurer having gone up by
Rs. 307 crore in 2004-05, the
increase of Rs. 241 crore in Motor
TP alone is glaringly disturbing.

� The above analysis also shows that
while the net incurred claims for
Motor TP business over the EP
was Rs. 402 crore in 2003-04, it
was Rs. 490 crore in 2004-05,
showing a higher trend. If the

TTTTTable 1: The Motor Pable 1: The Motor Pable 1: The Motor Pable 1: The Motor Pable 1: The Motor Portfolioortfolioortfolioortfolioortfolio

I I I I I 

I I I I 

I I I I 

I I I I 

I I I I 
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distribution and management
costs at about 35 per cent are
added on to them, the losses from
this segment will be significantly
higher at over Rs. 600 crore.

� If the auditors insist on having
their way on a few of the issues
raised above, in matters relating
to estimating, the financial
performance on account of TP
business may show a different
picture.

One assumes though the estimates
are not publicly ‘trued up” in the
subsequent financial accounts, the
insurers in their self-interests at least
must be aware of the evolving scenarios.
If this assumption is wrong, then
insurers must re-look the scenarios in
their own interests. If they are aware,
they need to fine-tune their estimating
assumptions and processes.

ISSUE FOCUS

Looking ahead

The figures in the tables show in
clear terms the impact of Motor TP
under the curent tariff scenario on the
financial staements of insurers.
Detariffing the Motor business will, of
course, lead to rate adjustments; the
segments where the rate increases are
likely to be higher will aise their voices
and bring their clout to effect. The public
must be made to accept the inevitability
of selective rate increases by preparing
the market to accept the reality that the
insurance industry will not make any
progress and that its financial future is
under strain.

Insurers must get customers on their
side by being open with them and also
explain to the public what steps they are
taking to cut costs to price Motor TP and
other products at reasonable levels.
Ignoring market sentiment may make
the insurers’ task of selling their image
and their wares even more difficult. The

process of educating Motor clients must
begin now. The huge drain on account
of Motor TP losses must be met by those
that cause these losses and not by the
insured from other sectors.

But it is equally incumbent on
insurers to become more efficient and
effective in cuttig down their
unacceptably high costs, now running
at about 35 per cent and likey to go up
with wage revisions. They must become
more responsive in their claim
settlement processes to reboot their
images. They must also demonstrably
improve their negotiating and straegic
skills to contain losses. The public may
like to know if these efforts are being
made in mutual interest.

Indian roads are witnessing an
increasing number of automobiles. Even
as the road network and connectivity
have improved, their condition remains
pathetic. The growth in vehicles has also
led to great demand for drivers and they,
too, have increased manifold. The
drivers manage to get licences without
adequate training, leading to a sad state
of affairs. There are no skill
improvement courses or re-training
imparted once a licence is obtained.
Fake driving licences are also rampant,
making the entry for unskilled drivers
unnervingly easy. Yet another issue is
the lack of observance of traffic norms.
All these factors have cumulatively

contributed towards more and more
road accidents in the country - more
than 3.5 lakh, of which almost one lakh
were fatal. And the count goes on.

The largest number of road accidents
stems from commercial vehicles,
especially goods carrying and public
transport vehicles such as buses. Due
to their sheer size, weight and frequent
mobility, these vehicles pose greater
hazards to the public at large. Accidents
by other segments of vehicles have also
increased over the past years. Rampant
bad practices like overloading, over
speeding, poor maintenance of vehicles,
unskilled drivers, poor traffic sense of
vehicle drivers and victims alike, rash

and negligent driving, apart from the
the condition of the roads, have
translated into a high rate of accidents.

A tough task

In such a scenario, the importance
of Motor insurance assumes enormous
proportions. The Motor insurance
business accounts for over a third of the
total general insurance business in the
country. Yet, it is a loss making
portfolio, owing to high outgo, the worst
being the Third Party (TP) segment.

The Motor Vehicles Act [MV Act],
which provides the framework for
compensation to road accident victims
in a quick manner, is undoubtedly

Escalating Claims, Tumbling Profits
— TP makes a big dent in insurers’ pockets

Why is Motor Third Party liability such an unenviable portfolio, and how can this state
of affairs be remedied? K. K. Bhat examines the issue.
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favourable to the victims. The unlimited
liability with no accountability on the
part of the wrongdoer, i.e., owner and
driver of the offending vehicle, no time
limit for filing a claim, with liberty to
file it anywhere in the country, are some
factors which have resulted in enormous
hardship to the insurers. They have
been put to further disadvantage by
being denied the right to defend the case
on all grounds – more so when the
vehicle owners abstain from the
proceedings before the tribunals.

Over the years the compensation
claims have increased manifold, causing
delay in their settlements. The insurers
have thus adopted different conciliatory
systems for the disposal of these claims,
which have proved beneficial in many
ways. Nevertheless, not all cases can be
compromised. Despite earnest efforts by
insurers, the accumulation of claims is
increasing each year. The plausible
reason is that the number reported is
more than disposals.

Lately, for the sake of social
obligation, the courts have insisted that
the claims of victims be necessarily
honoured by the insurers. Even in cases
of no-liability, the insurer is asked to
compensate the claimants and recover
the sum from the owner. The chances of
recovery are absolutely bleak for
different reasons. Many a time, the
insurer is saddled with the unwarranted
liabilities as well.

The authorities refuse to accept the
fact that this portfolio needs to be left
to insurers to manage in terms of inflow
and outflow. The courts have turned a
blind eye to the pleas of the insurers.
The public in general, rightly or
wrongly, has a feeling that the insurers,
though cash-rich, are averse to paying
the compensations. No one realises that
the insurers are custodians and trustees
of the funds collected from the people
and have to observe utmost care in
managing the same.

To make matters worse, the courts
now seem to be competing with each
other in allowing liberal compensations.
There was a case some years ago against
United India, wherein the Supreme
Court awarded over Rs. 12 crore for the
death of an NRI. The award for over Rs.

14 crore against Oriental Insurance, by
a tribunal in Delhi in April 2005, is
another example of how the courts go
overboard in granting compensations.

Burgeoning portfolio

The major reasons for such
heartache over this class of business are
obvious, as the insurers find this
portfolio unmanageable and eating into
their resources. This perhaps is the only
class of business where the insurer
needs to deal with a stranger to the
insurer - not even a party to the contract
- for the wrong doing of a party who,
though in existence, does not come
forward to strengthen the insurer’s
hands. The insurers provide a cover to
the insured with an assurance to
indemnify him for any amount he is

legally required to pay to third parties
arising out of use of his vehicle. By the
terms of contract, he is bound to inform
the insurer any incident giving rise to
such a liability and also render all
cooperation to the insurer.
This intention is also apparent from
S 149(2) of the MV Act. However, the
insured hardly ever cooperate with the
insurers. This weakens the insurers’
position before the tribunals and in the
end they are burdened even with
avoidable and uncalled for liabilities.

The concerns before the insurers
today are uncontainable growth in
claims; increasing liabilities and loss;
and delay in disposal of claims. To
address these issues, a long-term and
multi-thronged strategy is necessary.

With more and more vehicles hitting
the roads, accidents are bound to go up.

Economic development has increased
the earning capacity of the people. This
pushes up the compensation levels.

Low rates

The flaw lies with premium rates
now being charged. The premium is
abysmally low and does not keep pace
with the increase in the liabilities due
to high risk involvement. If the outgo
is high in this class of business, the
pricing is a complete mismatch. At the
root of this is unlimited liability. The
demand of the insurers is to increase
the premium and impose a statutory
cap on the upper limit of compensation
in respect of third parties, which at
present is unlimited.

Other issues bothering the
insurers are:

The Police, by law, are required to
inform the insurer and the nearest
tribunal immediately after a vehicular
accident is reported, which is not
followed. If done, it will enable the
insurer to take immediate cognizance
of the case, investigate, determine the
liabilities right at the beginning and
finally approach the claimants with an
offer of settlement. This will also thwart
subsequent exaggeration of claim by
unscrupulous persons. On the contrary,
many fraudulent claims have come to
light, where the involvement of the
police is suspected.

Correcting the wrongs

The malaise is not of recent origin.
In the past, too, PSU insurers have
requested the government to bring
compensation for vehicular accident
victims on par with those of air/train
accidents. Consequently, the Surface
Transport Ministry and the Finance
Ministry set up a committee in 1999
with a view to:

� Review and modify the present
structured formula; and ensure
speedy disposal of claims through
revised formula;

� Limit the maximum
compensation.

The committee, represented by
members from the Finance and
Transport Ministries, the Tariff

The concerns before the
insurers today are

uncontainable growth in
claims; increasing liabilities

and loss; and delay in
disposal of claims.

ISSUE FOCUS
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Advisory Committee, General Insurance
Corporation, the four General Insurance
PSUs, BEST Mumbai, ASTRU & All
India Motor Transport Congress, Delhi,
after extensive deliberations, submitted
its report with specific recommendations
on the following:

� Cap on compensation

� Defined provision and procedure
of claiming compensation on fault
basis

� Compensation for minors and non-
earning persons

� Time period & territorial
jurisdiction for filing claims

� To decline claims in case of non-
receipt of premium

� Removal of anomalies in various
provisions of MV Act

� Conciliatory Authority to settle
liability claims where Tribunals
are not located

� Provision of interest as per RBI
guidelines

The report was hotly debated in the
Ministries and some issues were decided
upon. However, nothing happened
thereafter. The authorities should
reconsider this report, make suitable
modifications necessitated by the time
lag and try to bring about legislative
changes in the MV Act.

The judiciary, lawyers, legislature
and the public in general insist that
insurers have to meet social justice and
obligations in vehicle accident cases.
The insurers, on the other hand, have
always tried to maintain their role of a
true insurer governed by the MV Act,
bound by the principles of insurance and
the terms of the insurance contract. In
this process, the insurers have suffered
a setback in their image and credibility.

Viable alternatives

It is time for the government itself
to take over this obligation as a true
welfare activity towards the society. The
insurers should be allowed to focus on/
develop other – more important – areas
of insurance.

One proposal is to levy an additional
cess on petrol, diesel, CNG and other
vehicle fuels. This cess, pooled into a
corpus, should be managed by the
government itself or by some other
independent agency to meet these
liabilities. This scheme has many
advantages. Firstly, the cess, even
though nominal, will add up to an
enormous fund to meet all these
liabilities comfortably. Secondly, this
will ensure automatic insurance of all
vehicles on road. Vehicle owners will not
have to run after the insurance
companies for insuring their vehicles
and shell out a hefty amount in one go.
No documentation is involved. Thirdly,
the contribution of each vehicle owner
will be commensurate with the use of
his vehicle and the risk involved. More

the vehicle runs on the road, more the
fuel it will consume and correspondingly
more it will contribute to the fund.

Private non-life insurers must not
shirk their responsibility towards this
social obligation. To make the private
insurers underwrite TP risks, a
suggestion has been made – when a
Motor proposal is underwritten by any
company, that company will retain the
premium share other than that for basic
TP. Of the TP basic premium, the
company will retain 10 percent as its
administrative expenses. The balance
TP basic premium, less the
proportionate commission paid under
the policy, should be shared equally
among all the general insurers including
the primary insurer.

In the event of a TP claim, the
company will settle the claim in full and

If the outgo is high in
this class of business, the

pricing is a complete
mismatch. At the root of
this is unlimited liability.

recover the proportionate liability from
other insurers. This way every insurer
will be equally involved in the process
of discharging the social obligation.

Another relief would be the
imposition of limitation of time for filing
cases before tribunals. Insurers are now
never sure when an accident that took
place a long time back will emerge as a
claim and, moreover, they could well be
continuing to offer insurance to the
same party on old terms, on whose
policy the claim has arisen. Similarly,
the limit of jurisdiction for filing the
claims should be reintroduced. The rate
of interest should also be in parity with
the prevailing rate.

Apart from seeking to minimise
their obligation to meet the liability to
third parties arising out of such
accidents, the insurers should be
permitted to re-transmit the costs to the
manufacturer. Let there be a statutory
obligation on a manufacturer to
improve the technology to prevent
accidents and reduce the risk on the
roads. Apart from this, stringent norms
for granting driving licences, curbing
the menace of fake licences and, of
course, exemplary punishments for
erring drivers will reduce the number
of accidents to a great extent. At the
same time, improvement in road
conditions, better traffic regulation and
education on road safety will also go a
long way in preventing such incidents.

This portfolio continues to cause
problems for insurers due to causes
beyond their control. The reasons are
many and unless all concerned – the
government, IRDA, judiciary, police,
lawyers, etc. – strengthen the hands of
the insurers, no tangible improvement
can be anticipated. The malaise has
reached such a monstrous stage that
only a sincere and concerted effort by
all together can now contain it.

The author is Assistant General
Manager, The Oriental Insurance
Company Ltd. The views expressed
are his own.
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Insurers have to reconcile themselves
to the truth that amendments to the
Motor Vehicles Act should ensure fair
and speedier grant of compensation to
the hapless victims of road accidents and
their families. While the wish list of the
insurers would contain references to the
contrary, a presentation on the above
subject would commence on a brighter
note if it started with proposed
amendments that acknowledge the
spirit of the Act.

1) Expanding insurance coverage

Section 146 of the Motor Vehicles
Act, 1988, which deals with Compulsory
Insurance, has fallen far short of
reaching its avowed objective.  While it
is difficult to hazard a guess on the
percentage of vehicles that continue to
ply our roads without valid insurance
coverage, it remains an accepted fact
that there is considerable cause for
anxiety on the above score. It is long
since most of the states have moved from
the practice of collection of annual road
tax for private cars and two wheelers to
collection of life time tax for these
vehicles at the time of their registration.

There is a pressing need for
statutory and mandatory provision for
Long Term Act only insurance for
private cars and two wheelers. At the
present Tariff Annual Premium Rates
for these vehicles, long-term coverage
for 15 years at the time of registration
would cost the new vehicle owners only
a portion of the amount that they are
remitting towards life time road tax. The
introduction of such a provision would
pave the way for moving closer to
achievement of total insurance coverage
benefiting vehicle owners, insurers and,
above all, the public. The incorporation
of policy details in the Registration
Certificate of the vehicle would facilitate
their easy availability in the event of an
accident.

2) Rectifying the solatium fund
paradox

The creation of a Solatium Fund for
payment of compensation in hit-and-run
accidents came into force on October 1,
1982. Section 134 of the Motor Vehicles
Act, 1988 makes it obligatory for the
driver of the offending vehicle to render
medical assistance to the victim. Hit-
and-run accidents involve the violation
of the above provision besides utter

disregard of humanitarian gestures. The
Solatium Fund at present provides for
payment of compensation of Rs. 25,000
for death and Rs. 12,500 for grievous
injuries. The above amounts are notably
much less than even amounts payable
under No Fault liability and therefore
result in payment of less compensation
than even in cases where the victim was
solely at fault.

It may not be incorrect to state that
in actual practice, the existing provision
in respect of Solatium Fund drives the
victims to fall a prey to covert methods
available to overcome the predicament.
The fact that in almost all cases the
identity of the unknown vehicle is
subsequently established, resulting in
a negligible number of claims reported
for relief from the Solatium Fund, is
ample testimony to the ground realities.
The size of the Solatium Fund has to be
enlarged and replenished every year to

the extent of actual payments to
facilitate payment of compensation
even in hit-and-run accidents on merits
to be decided by the tribunals.

3) Defences and right of recovery

It was always a standard practice
for courts to look for avenues to fasten
liability on insurers in keeping with the
concept of welfare legislation. The
mandate of the Parliament to provide
succor and relief to accident victims
would be reflected only if awards were
passed against insurance companies.

There have been judgments aplenty
of certain High Courts to the effect that
the insurance company shall be liable
to pay compensation to the victims at
the first instance and thereafter look
for recovery of the same from the
insured.

As on July 1, 1989, there was an
innocuous change made in Section 149
(4), which brought about a serious
change in the nature of liability cast on
the insurance company. It was settled
law that the defences available to the
insurance company are those specified
under Section 149 (2) only. The insurer
could successfully avoid liability by
establishing any one of the said
defences.

This meant that in cases where the
insurance company established the
defences open to them, they could avoid
liability and they could not be
compelled to pay to the claimant at first
and then seek recovery from the
insured later. It is under Section 149
2(a) and 2(b) that defences available to
the insurer are specified.  But under
Section 149(4) it is mentioned as, ‘other
than those in clause (b) of sub section
2’ instead of clause (a) and (b) of Sub
Section 2, as it should have been.
The use of clause b only makes all the
difference.

The Insurer’s Call
— Amendments that insurance companies are looking for

With the New Year just ushered in, S. Giridharan draws up a wish
list of the amendments that the insurance industry would want in the Motor Vehicles Act.

There is a pressing need
for statutory and

mandatory provision for
Long Term Act only

insurance for private cars
and two-wheelers.
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While earlier the insurance company
could establish any one of the defences
open to them like absence of valid
driving licence, use of vehicle contrary
to purpose of permit etc. and avoid
liability altogether, under the present
dispensation, they cannot do so. It was
perfectly open to a court to hold that
though the insurance company had
proved the defence available to them in
Section 149 2(a), they would be liable to
pay compensation to the victim at the
first instance and would at best be
entitled to seek reimbursement later
from the owner of the vehicle.

This was a very significant and
dramatic change and, being a
parliamentary mandate, was
enforceable against the insurance
company.

From the insurer’s point of view, this
change was not noted prominently. Only
in respect of a defence relating to the
policy of insurance being void could the
insurer claim to avoid liability
altogether. It was open to a court in
every case where the insurer establishes
its defence by evidence in respect of any
one of the clauses in Section 149 2(a), to
direct the insurance company to pay the
award amount to the victim at the first
instance and claim reimbursement from
the insured.

The above was precisely the
contention against the insurance
company before the Supreme Court in
the SLP filed by National Insurance Co.
Ltd. Versus Swaran Singh and others.

In its landmark and far reaching
judgment (ACJ 1 of 2004), the Supreme
Court ruled:

1. “Chapter XI of the Motor Vehicle
Act 1988 providing compulsory
insurance of vehicles against Third
Party risks is a social welfare
legislation to extend relief by
compensation to victims of accidents
caused by use of Motor Vehicles.

2. Insurer is entitled to raise a defence
in a claim petition filed under
Section 163 – A or Section 166 of
the Motor Vehicles Act inter alia in

terms of Section 149 2 A (ii) of the
Act.

3. The breach of policy condition, e.g.
disqualification of driver or invalid
driving licence of the driver as
contained in sub section 2(a) (ii) of
Section 149 have to be proved to
have been committed by the insured
for avoiding liability by the insurer

4. The insurance companies must also
establish breach on the part of the
owner of the vehicle, the burden of
proof which would be on them

5. The criteria as to how the said
burden would be discharged would
depend upon the facts and
circumstances of each case

6. The insurer would not be allowed
to avoid its liability towards the
insured unless the breach is
fundamental to have contributed to
the cause of accident. The tribunals
would apply the rule of main
purpose and the concept of
fundamental breach to allow
defences available to the insurer
under Section 149 (2) of the Act

7. The question as to whether the
owner has taken reasonable care
will have to be determined in each
case

8. If a vehicle is driven by a person
having a learner’s licence, the
insurance companies would be
liable to satisfy the decree

9. The Claims Tribunal Constituted
under Section 165 read with
Section 168 is empowered to
adjudicate all claims in respect of
the accidents involving death or of
bodily injury or damage to property
of third party arising in use of
Motor Vehicle.  The said power of
the Tribunal is not restricted to
decide the claims inter se between
claimant or claimants on one side
and the insured, insurer and driver
on the other.  In the course of
adjudicating the claim for
compensation and to decide the
availability of defence or defences
to the insurer, the Tribunal has
necessarily the power and
jurisdiction to decide disputes inter
se between the insurer and the
insured.  The decision rendered on
the claims and disputes inter se
between the insurer and insured in
the course of adjudication of claim
for compensation by the claimants
and the award made thereon is
enforceable and executable in the
same manner as provided in
Section 174 of the Act for
enforcement and execution of the
award in favour of the claimants.

10.Where on adjudication of the claim
under the Act the Tribunal arrives
at a conclusion that the insurer has
satisfactorily proved its defence in
accordance with the provision of
Section 149 (2) read with sub-
section (7) as interpreted by this
court above, the Tribunal can direct
that the insurer is liable to be
reimbursed by the insured for the
compensation and other amounts
which it has been compelled to pay
to the third party under the award
of the Tribunal.  Such
determination of claim by the
Tribunal will be enforceable and
the money found due to the insurer
from the insured will be
recoverable on a certificate issued
by the Tribunal to the collector in
the same manner under Section
174 of the Act as arrears of land
revenue. The certificate will be
issued for the recovery as arrears

The Solatium Fund
amounts are much less

than even amounts payable
under No Fault liability and

result in payment of
compensation less than in
cases where the victim was

solely at fault.
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of land revenue only if, as required
by Sub-Section (3) of Section 168 of
the Act, the insured fails to deposit
the amount awarded in favour of the
insurer within 30 days from the
date of announcement of the award
by the Tribunal.

11.The provisions contained in Sub-
Section (4) with proviso there under
and Sub-Section (5) which are
intended to cover specified
contingencies mentioned therein to
enable the insurer to recover
amount paid under the contract of
insurance on behalf of the insured
can be taken recourse to by the
Tribunal and be extended to claims
and defences of insurer against
insured by relegating them to the
remedy before regular court in cases
where on given facts and
circumstances adjudication of their
claims inter se might delay, the
adudication of the claims of the
victims.

The above judgment is virtually a
mixed bag for insurance ompanies with
both positives and negatives emerging
from it.

If tribunals do not resort to or
restrict themselves only in rare cases
in relegating adjudication of claims inter
se between the insured and insurer to a
regular court, then it can be taken that
the judgment has done enough good to
the cause of the insurer.

Insurance companies may still look
for an amendment in Section 149 (4) to
use the expression clause a and b Sub
Section 2 instead of clause b of Sub
Section 2 to facilitate raising the
defences available in Section 149 2 (a)
and (b) meaningfully.

However, it can be said that the long-
standing wish of the insurers that
appropriate amendment in Section 149
(4) to see that orders directing recovery
from the insured shall amount to a
decree executable as such, has been met
by the above judgment of the Supreme
Court.  Section 149 (4) of the current
M. V. Act, therefore, requires to be
amended to make such orders
executable as a decree.

The above amendment is hence
bound to result in the following positives
accruing to the insurers:

a) Avoiding the need for initiating
separate litigation involving time-
cost and money-cost against the
insured.

b) Imposing discipline among the
insured in use of vehicle.

c) Making the insured also not take
claims for granted.

Apart from the above, the insurers
may also seek inclusion of a specific
defence relating to cheque for premium
paid being dishonoured under Section
149 (2). A corresponding change also

requires to be effected in Section 149 (1)
that the insurer having issued, the
insurer cannot cancel the policy unless
the cheque for premium paid has been
dishonoured.

4) Public place vs. any place

According to Section 146 of the Motor
Vehicle Act, there is a compulsion to
avail insurance for use of vehicle in a
public place. Under Section 166 of the
Act, the claims tribunal can be
approached for compensation
irrespective of the place of occurrence
of the accident, be it public or private.

The contract of insurance, under
both Liability only Policies and Package
Policies, describes the geographical area
as India. This would necessarily mean
that the insurer would be liable to
indemnity the insured in respect of
accidents occurring in any place.

Over the years, various courts have
held that insurers cannot avoid liability
even for accidents in private place as
the policy stands. As insurers have
already broadened their liability on the
above score, Section 146 can be
amended in line with Section 166 to
include all accidents irrespective of the
place of occurrence.

5) Limitation

Section 166 of the Motor Vehicles
Act has totally deleted the period of
limitation.  The Supreme Court has
also since held that the benefit of such
deletion shall accrue to the benefit of
all claims except those which have
already been brought to Court.  The
effect of this decision is that even old
claims can be brought to court now.
There is no distinction between those
claims which had already been barred
by limitation and those claims which
were alive on the date of amendment
to Section 166.

The result is that in view of the
amendment to Section 166 read with
the judgment of the Supreme Court, it
would be eminently open to any
claimant to file a claim petition today
even in respect of accidents which
occurred years ago.  Such claim
petitions have also been filed and have
posed serious practical difficulties for
verification of insurance policies, not to
speak of any defences that may be
available.

It may therefore be in the interest
of insurers to moot an amendment to
impose a time limit of three years for
filing claim petitions under Section 166
instead of continuing to leave it wide
open.

6) Jurisdiction

In view of the amendment of Section
166, it is now open to file a claim
petition at any place, be it the place of
occurrence of accident, place of
residence of victim or place of residence
of respondents.

Consequent to the above:

1. Several claims arising from an
accident have been filed at different

If tribunals do not resort
to relegating adjudication
of claims inter se between
the insured and insurer to
a regular court, then it can
be taken that the judgment

has done enough good to
the cause of the insurer.
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centres and it has not been possible
for insurers to have them heard
together, as transfer applications
are not entertained.

2. Serious problems have arisen due to
duplicity of claims and due to
separate claims by rival claimants.

Insurers may therefore propose an
amendment that all claims shall be first
filed before the court in whose
jurisdiction the accident occurred and
thereafter obtain the benefit of transfer
to any centre according to their
convenience.  Even if insurers do not
receive the benefit of joint trial, if may
at least help them to keep track of the
claims filed.

7) Section 163 A

Section 163 A was introduced for the
purpose of speedy grant of
compensation. A schedule was
incorporated listing the compensation
that would be payable given the age and
income of the deceased. In respect of
injury claims, specific amounts were
earmarked with basis for computation.
Though the said section was prospective
in application, it has come to be accepted
as worthy of being followed for the
purose of uniformity and consistency, at
least in the sphere of application of
multiplier. But one provision that
requires to be incorporated is that in the
case of death of unmarried persons, the
multiplier has to be fixed on the basis
of the ages of the parents if they are the
claimants.

It also has to be incorporated in the
Act by specific mention that payment of
compensation under Section 163A
would imply that the claimants do not
have recourse to claiming again under
Section 166.

8) Right of insurer to dispute on
merits

Under Section 170, there is a duty
cast on the insurance company to obtain
permission to contest on merits. More
often than not, the owners of vehicles
do not contest the claims and remain ex
parte.  This imposes an additional
burden on the insurer in defending the
claim.

It would only be fair for the insurer
to seek an amendment under Section
170 to take over the defences of the
owner of the vehicle as a matter of
course instead of being compelled to
seek permission.

A provision should be added under
Section 170 to the effect that if the owner
of the vehicle remains ex parte then the
right to contest on all grounds shall be
to the benefit of the insurer
automatically. Considering the liberal
times in terms of award and the fact that
insurers file appeals only in
accentuating circumstances, such a
provision would do away with any
technical hindrance if the award of the

tribunal does warrant taking recourse
to Appeal.

9) Any person

It is the contention of the insurers
that they are not liable to gratuitous
passengers carried in a private car or a
pillion rider on a two-wheeler in respect
of an Act or Liability only Policy. It is
only under a B or Package Policy that
such coverage is contemplated and that
too contractually.  It is their case that
the risk of such persons is not required
to be covered as per requirement of
Motor Vehicle Act.  It is the further
interpretation of the insurer that such
persons were not required to be covered
under Section 95 of the Motor Vehicle
Act 1939 and since there was no specific
amendment granting coverage to such
persons under Motor Vehicle Act 1988,
their liability to such persons was

available only under B policies and not
under Act Policies.

This stand of the insurance
company had long since been rendered
ineffective. Even prior to July 1, 1989,
the expression ‘any person’ as used in
the policy of insurance was held to
include liability even in respect of
gratuitous occupants carried in a
private car. The use of the expression
‘any person’, be it under any policy, can
fasten liability on the insurance
company in respect of such persons
also.  It has also been held by the
Supreme Court that in respect of all
accidents occurring after July 1, 1989,
be it any class or type of vehicle,
gratuitous occupants were statutorily
covered.  Hence the law of the land is
that both under Section 95 of Motor

Vehicle Act 1939 and Section 147 of
Motor Vehicle Act 1988, the risk of
gratuitous passengers statutorily
requires to be covered.

It may therefore be necessary for
insurers to suitably modify the terms
and conditions in all policies of
insurance.  If the insurers are of the
view that they are expected to cover a
wider risk then before under an Act
policy without requisite premium, they
should explore the possibility of
charging commensurate premium.

It would also be in order for the
insurers to include a term or condition
in the Policy of Insurance that in the
event of they being compelled to pay to
more number of persons than the
permitted number to be carried in the
vehicle, they would be entitled to
reimbursement from the insured. The
general important notice in the policies
may have to be specific in this context.
Of course, there is a provision is Section
149 (5) enabling recovery to the insurer
but it refers only to the amount payable.
A term in the policy in the above regard
is therefore bound to be more than
useful.

The same decision (AIR 2000 SC
235) of the Supreme Court referred to
earlier has also resulted in a serious
transformation in the context of

It may be in the interest
of insurers to moot an

amendment to impose a
time limit of three years for
filing claim petitions under

Section 166 instead of
continuing to leave it

 wide open.

ISSUE FOCUS
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gratuitous passengers in goods vehicles.
The case of the insurers that such
persons were not required to be covered
and that it is only in the context of NFPP
cover contractually entered into they
would be liable has received a serious
setback.

In the above judgment, the Supreme
Court, in very clear and lucid language,
has ruled that whatever be the class or
type of vehicle, gratuitous occupants
carried in the same and involved in
accidents after July 1, 1989 would be
automatically entitled to compensation
from the insurance company.

Section 147 (1) has also been
amended as on November 14, 1994 to
include the phrase ‘including owner of
the goods or his authorised
representative carried in the vehicle.'

In so far as amendment to Section
147 (1) (b) (1) is concerned, the
introduction of the phrase must be
restricted to goods vehicle only and
could have been effectively employed in
Section 147 (1) (b) proviso (c). If it is done
so, then the liability to owner or
authorised representative of the owner
of goods would have been confined to the
context of goods vehicles only.

The insurers may then confine to
protect their last bastion by disputing
liability to persons travelling in a goods
vehicle on payment of hire by
contending that it is opposed to the
purpose for which the permit was
granted.

10) Driving licence

Section 10 of Motor Vehicles Act
1988 has been significantly amended in
respect of form and contents of the
licences and, instead of sub clauses (e)
to (h) of Sec 2, a singular clause in Sub
Clause (e) viz. ‘Transport Vehicle’ has
been introduced.

Previously, various categories of
driving licences such as Heavy Goods
Vehicle (HGV), Heavy Passengers
Vehicle (HPV), Medium Goods Vehicle
and Medium Passenger Vehicle were
specifically mentioned. All these have

been replaced by an Omni Bus
expression "transport vehicle".
However, the replaced vehicles still find
a place in the definition clauses in
Section 2.

If a question arises whether an
endorsement to drive a transport vehicle
obtained after November 14, 1994 would
entitle the driver to drive all classes of
transport vehicles, the answer has to be
in the affirmative, since it is now not
open to the RTAS to issue specific
categories of transport vehicles.

But as per Section 9 (6) of Motor
Vehicles Act, the test of competence
shall be carried out in a vehicle of the
type to which the application refers.

This results in an anomaly as since
Section 9 (6) test of competence is
carried out in a specific type of vehicle,
authorisation should be granted only in
that type of vehicle. There is no Omni
Bus type of vehicle called transport
vehicle. Nobody can be tested in one type
of vehicle and held competent to drive
all classes of vehicles.

Hence, restoration of the various
classes of transport vehicles as found
earlier instead of a single class as
transport vehicle may be in order.

Another contentious issue relates to
the liability of the insurer in respect of
expired licences. Previously, the
insurance policies specifically contained
the expression ‘has held’ in relation to
the relevant clause.  It therefore

The author is Deputy Manager,
Oriental Insurance Co. Ltd. The views
expressed here are his own.

It would only be fair for the
insurer to seek an

amendment under Section
170 to take over the

defences of the owner of the
vehicle as a matter of course
instead of being compelled

to seek permission.

followed that it would be sufficient if
the driver had held a permanent
driving licence prior to the accident
even if the licence had expired. After
July 1, 1989, the expression ‘has held’
has been replaced by the expression
‘holds an effective driving licence at the
time of the accident’.

But even now, a twin obligation is
cast on the insurance company to prove
the following two contingencies:

1. that the driver did not hold a valid
licence at the time of accident

2. that he was not disqualified from
holding or obtaining one

Since the conjunction ‘and’ is used
to join the two phrases in the said
clause, there is a legal duly to prove
both aspects to avoid liability. If the
insurer desires to contest the case on
grounds of expired licence it becomes
imperative for the latter phrase on
disqualification to be deleted from the
Drivers Clause in Policy and also
amend Form 51 framed under Rule 141
of Central Motor Vehicles Rules.

However, apart from any all
amendments to the Motor Vehicles Act
there are only two avenues for the
insurers to make their Motor portfolio
less crippling.  The first is to make out
a strong case for increase in TP
premium by presenting complete and
accurate premium and claims
statistics. The second is to aggressively
push for compromised settlement of
MACT cases. Prompt, timely and
reasonable offer of settlement in the
early stages of filing a claim petition is
always bound to be difficult for any
claimant to spurn. The culture of such
settlement is bound to help the
companies considerably reduce their
outgo.

ISSUE FOCUS
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The desire of the
insurance industry to
contest the cases for

compensation has been
halted by the paradigm

shift of the Indian
 courts.

Naming the Figure
 – The nitty-gritty of arriving at the TP claim amount

Examining the Motor Third Party Liability compensation levels in the country, R. Suresh
spells out the issues that need to be factored into the settlement amount.

In a developing economy, as the
population crosses a billion and the
purchasing power of various sections
increases, the signs of prosperity do
manifest themselves on the roads. The
vehicular scene on the Indian roads
has undergone a sea change. But, as
is true with every development,
increased vehicular traffic has given
rise to its own problems.

Vehicular traffic is today the
single largest killer in the country.
Thousands of people die or get
maimed in motor vehicular accidents
every year. The National Crime
Record Bureau of the Home Affairs
Ministry states that about one lakh
people have been killed and more than
four lakh injured in 2003 due to road
accidents. This data includes only
accidents that have been reported to
the police.

According to a study done by Tata
Consultancy Services for the Ministry
of Road Transport and Highways, our
country has lost around Rs. 7,000 crore
during 1995 alone due to road accidents.
The levels are among the highest in the
world for reasons not difficult to fathom.
To name a few:

� Bad and insufficient roads

� Enormous growth of vehicular
population

� Poor licensing norms

� Poor maintenance of vehicles

� Insufficient emergency care for
accident trauma victims

� Overloading and lack of will to
implement motor vehicle rules

The magnitude of the problem, both
in terms of regulating the use of motor
vehicles, as also the legal consequences
that flow from their misuse, has called
for a constant review of the laws that
govern that field.

The victims of a road accident had
to look forward to secure relief under the
Common Law liability till the Motor

Vehicles Act, 1939, was amended to
create special tribunals to try claim
cases to award compensation. The basis
for the award of compensation arising
out of the use of motor vehicles was
necessarily built upon the Law of Torts.
Negligence had to be proved as a fact to
sustain a claim for compensation. The
law in Minu Metha dropped anchor on
strict proof of actionable negligence. It
laid down that without proof of

negligence, there could not be award of
compensation.

The Apex Court in Gujarat Road
Transport Corporation vs. Ramanabhai
Patel clearly indicated that the rule of
absolute liability is to be extended to a
claim case based on a motor vehicle
accident. Incidentally, the Apex Court
ruled in the Ramanabhai Patel case that
the issue of negligence never arose for
consideration and, in fact, negligence
was admitted as fact. Thus, the law in
Minu Metha, which insisted on absolute
proof based on proper plea regarding
negligence in the use of motor vehicle,
was done away with.

Recently, the Supreme Court in
Kaushamma Begum vs. New India
Assurance posed a question: “Should the
claimant in a motor accident case be
necessarily required to prove negligence
in driving of the offending vehicle?” It
then answered the same in the negative.
The decision refers to the Common Law

of Torts. The rule of absolute liability
is made applicable to claim cases
arising out of the use of a motor vehicle.

Leaning towards the claimant

Thus, the law and its interpretation
have, over a period of time, been
evolving strongly in favour of the
claimants. The desire of the insurance
industry to contest the cases for
compensation and the prolific style of
contest by insurers have been halted
by the paradigm shift of the Indian
courts. Some feel that these decisions
ought to serve as the wake up call for
the insurers but the repeated message
of the Supreme Court is clear – that the
insurers must act and serve as insurers
and not as adversary parties.

Under these circumstances, the
insurers are faced with the following
challenges in their administration of
the Motor Third Party (TP) claims:

� Unlimited liability

� Absolute liability

� Limited defences

� Liberal interpretation of the Act
in favour of the insured and the
petitioners

� Geographical disparities in
awards

� Lack of consistent or uniform
application of basis of
compensation

� Ever changing trends

� Absence of time limit to file the
petition for compensation

The computation of the final
liability is to be based keeping in mind
the above challenges and the insurers
have to get it right all the time in order
to ensure that the books reflect their
liability which is adequate.

This leads to the question of how
insurers estimate and provide the
reserves that can be adequate. The
courts have been reiterating that the
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is to be made by the court
using its own experience

because the ultimate goal is
to award a compensation

which is just.

compensation has to be just and fair,
keeping in mind the dependents who
have been left to fend for themselves
after the death of the breadwinner of the
family.

The starting point is the amount of
wages that the deceased was earning,
the ascertainment of which to some
extent may depend on the regularity of
his employment. Then there is an
estimate of how much was expended for
his own  personal and living expenses.
The difference gives the basic figure that
will generally be turned into a lump sum
by taking certain number of years
“purchase”. That sum, however, has to
be pruned, having due regard to
uncertainties. For instance, the
dependant ceases to be one. Also, there
are matters of speculation and doubt.
The general rule which has always
prevailed in regard to the assessment
of damages under the Fatal Accidents
Act is well settled, namely that any
benefit accruing to the dependant by
reason of relevant death must be taken
into account.

This method did not sustain for long
on the premise that the wrong doer
cannot benefit and has to accept the
liability for his wrong doing in full.

Multiplier method

The English courts as well as Indian
Courts followed the principle that were
formulated by Lord Wright and came to
be known as the “Multiplier Method”.
The Supreme Court has held that the
following principle be observed and
followed while assessing compensation:

� The compensation should address
the pecuniary loss caused to the
dependants by the death of the
person concerned.

� Annual dependency of the
dependants should be determined
in terms of annual loss accruing to
them due to abrupt termination of
life.

� The suitable multiplier shall be
determined by taking into
consideration the number of years
of dependency of the various
dependents, the number of years by
which the life of the deceased was
cut short and the various
imponderables such as early

natural death, the prospects of
remarriage of the widow and such
other factors.

“The choice of multiplier is to be
made by the court using its own
experience and having due regard to the
peculiar facts of each case, because the
ultimate goal is not to adhere to any
rigid formula, but to award a
compensation which is just. In this
approach the courts wanted to be
sympathetic and realistic in their
considerations because every
assessment of compensation of this type
rests more or less on conjectures of a
fallible human being who is not able to
know the ways of providence. Under the
circumstances, what is required to be

assessed is only reasonable probability
as it appeals to reasonable persons.”

Principles of assessment

The assessment depends upon many
uncertain factors. The tribunal needs to
take an overall picture and form its
estimate though, to some extent, it must
be based on speculation. A just and fair
calculation of compensation would be
what the beneficiaries would have
received from the deceased as a support
for their maintenance had the deceased
continued to live and earn.

The court can discharge its
obligation by making reasonable
estimates and justifiable guesswork. A
precise determination on the basis of
actual in the circumstances is
impossible by human imagination. In
the nature of claims involving fatal
accident cases, what is being done is a
determination of what “would have
been” and not what “actually is”. The
courts feel that in matters of
determination of compensation, all must

approach the problem in a pragmatic
and sympathetic manner. Of course,
there must be some basis, though it
cannot be expected to be foolproof or
precise. Some reasonable estimates
have to be considered which is fair to
both the parties to the litigation.

The value of dependency

There remains the loss of pecuniary
benefit arising from the relationship,
which would have derived from the
continuance of the life and which may
consist of money, property or services,
in other words, the value of the
dependency.

General method of assessment

The courts have evolved a particular
method for assessing the value of the
dependency or the amount of the
pecuniary benefit that the dependent
could reasonably expect to have
received from the deceased in the
future. This amount is calculated by
taking the present annual figure of the
dependency, whether stemming from
money or goods provided or services
rendered, and multiplying it by a figure
which, while based upon the number
of years that the dependency might
expect to last, is discounted so as to
allow for the fact that, a lump sum is
given now instead of periodical
payments over the years. This later
figure has long been called the
“multiplier”; the former figure has come
to be referred as “multiplicand”.

Further adjustments, however, may
have to be made to the multiplier on
account of various factors like the
probability of future increase or
decrease in the annual dependency and
the incidents of inflation and taxation.
Moreover, the value of dependency can
include not only that part of the
deceased’s earnings, which he would
have expended annually in
maintaining his dependents, but also
that part of his earnings, which he
would have saved and which would
have come to his dependents by
inheritance on his death.

As to what should be the multiplier
has been the subject of great confusion
and uncertainty although the Supreme
Court held that the maximum
multiplier ought not to exceed 18.
Reported cases of the SC are available
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where the multiplier of 13 has been
applied for a person aged 37 and 15 for
a person aged 52. Between 2001-2003,
certain decisions of the SC brought some
order in the issue by holding that the
multiplier ought to be as specified in the
Second Schedule of the MV Act for the
sake of uniformity.

One would notice that the trend has
been for the tribunals to estimate the
earnings of the deceased more and more
liberally, resulting in higher awards
than ever before. The courts are inclined
to consider a minimum income of
Rs. 3,000 per month for any person who
has died and this in a way only
establishes that the average per capita
income of our country is Rs. 36,000 per
annum. It may be recalled that
two-thirds of the population is below the
poverty line as per World bank as well
as Indian Government reports.

This trend has resulted in a marked
increase in real terms for the insurance
companies. The compensation was
based on earnings of Rs. 2000 per month
till two years back and the reason given
by the tribunals is that there is an
increase in cost of living due to inflation.

Assessment – injury case

The assessment in personal injury
cases is somewhat different from the
method involved in fatal accident
actions. The broad general principle
which should govern the assessment of
damages in cases of bodily injuries is
that the tribunal should award to the
injured such sum of money as will put
him in the same position as he would
have been in if he had not sustained the
injuries. The functional disability
arising out of personal injuries, the
resultant loss of earning capacity, loss
of income from the date of accident till
the date of trial and the loss of future
income due to disability would all
account for the compensation payable
in injury cases. Loss of amenities, actual
medical expenses, cost of special diet,
conveyance incurred during the
treatment, cost of attendant to take care
of the injured person would be other
heads of compensation.

The issues involved in injury cases
are far more complex. At least in death
claims, the Supreme Court, with the
reiteration of the multiplier method, has
evolved a formula. In injury cases,

however, there is no uniformity even
under the various heads under which
compensation may be granted.

Rules for assessment

The following rules have to be kept
in mind:

� The amount of compensation must
be reasonable and must be assessed
with moderation.Regard must be
had to awards made in comparable
cases.

� Sums awarded should, to a
considerable extent, be
conventional.

Despite a desire to enforce
uniformity in the matter of award of
compensation, it has been recognised
that there is a deep variance in the

amounts awarded as general damages.
Of course, to a great extent, that has to
depend on the difference in the nature
of injuries involved in the diffrent cases
and, therefore, ultimately the amount
to be awarded as damages will be
basically dependent on the nature of
injuries in the case of a particular
injured person.

Evaluation of disability

The object of disability evaluation is
to compensate the loss of wage earing
capacity of an individual who is
disabled. Disability is not a pure medical
condition. It involves physical, social,
psychological and vocational
impairments, and hence before
awarding all aspects are taken into
consideration by the tribunal. This
again does not have a magical formula
but is based on a lot of subjectivity.

There are five factors influencing
disability evaluation:

� The ratings of permanent disability
as established by law

� Grading of disability as
established through amputation
values

� Functional evaluation by medical
expert

� Wage earning capacity as affected
by disability till his lifetime

� Consequential economic and social
factors

Medical evidence through doctors
certifying “disability” on account of
injuries has been a severely contentious
issue. For the same injury, as for
instance a fracture in the hand or leg,
certification of disability is found to be
entirely different even in matters
within the same court, indicating a high
degree of arbitrariness.

A heavy responsibility falls on the
orthopaedic surgeons because of the
increased demand for their opinion in
the overwhelming volume of claims.
In most of the cases, the opinions are
on the higher side, mainly arising out
of an unscientific method of calculation
and due to the fact that the sympathy
rests with the injured. This, however,
is at the cost of the insurers, who pay
up substantial money under the head
of disability.

The factors influencing disability
evaluation require an understanding
not only from the scientific approach
but also from the legal point of view.
Any doctor who is called upon to
determine the extent of disability
should be willing to add to his medical
knowledge all other influencing factors
that contribute to a trustworthy
medical opinion.

As to the enormous variance in
injury case awards, the reported
judgments of the Supreme Court that
may be referred to are as under:

In Kapil Kumar vs. Kudrat Ali
(2002 ACJ 852) Rs. 50,000 was
awarded for three fractures, whereas
in NWKSRTC vs. M. S. Shettiar (2002
ACJ 215), Rs. 1,00,000 was awarded
for one fracture of the wrist.

While in Zumar Ali vs. Nand
Kishore (2001 ACJ 2007) and Imtiaz
vs. National Insurance (2001 ACJ
1033) Rs. 2,00,000 was awarded for
amputation of leg, in PTC vs.
Jaganathan (2001 ACJ 5) Rs. 4,50,000



21
irda  Jour Jour Jour Jour Journal, Januarnal, Januarnal, Januarnal, Januarnal, January  2006y  2006y  2006y  2006y  2006

ISSUE FOCUS

It would be prudent for
the insurer to evolve a

standard reserving policy
for death and injury cases

separately.

was confirmed. However, in
Sashahendra Lahiri vs. UNICEF (1998
ACJ 859) Rs. 4,00,000 was awarded for
shortening of leg involving no
amputation.

The aforesaid judgments of the
Supreme Court may be contrasted with
the judgments of the Madras High
Court in some cases as below:

For fracture of hip bone suffered by
a post graduate involving 25 percent
disability, an award of Rs. 45,500 was
enhanced by the High Court to
Rs. 3,55,000 (2004 ACJ 140). An award
of Rs. 30,65,000 was granted to a
lawyer who suffered grievous injuries
(2002 ACJ 233). An award of
Rs. 3,22,400 was confirmed by the
Madras High Court involving a fracture
of right hand middle finger and left
shoulder disability of 45 percent. In
2005-1-CTC-38 Rs. 7,00,000 was
granted for a fracture of leg with a
slight shortening accepting a disability
of 42 percent.

Administration of TP claims

As depicted above, it is clear that the
courts cannot and O/o not apply a
standard formula to decide on the final
liability, as it is governed by various
factors and some amount of subjectivity
would be present in all its decisions.
Hence, the insurer has the unenviable
task of assessing its estimate on the
actual loss that it may have to provide.

The assessment of liability in death
cases is so different from the assessment
in injury cases that the insurer has to
keep this in mind while estimating the
liability when the case gets reported.
The insurer has to essentially tune itself
to the different approach of various
courts and accordingly estimate its
reserves. Without doubt, it requires
remarkable expertise and
understanding of the subject on the
basis of experience, failing which it may
turn out to be gross miscalculation when
the awards start coming in.

It would be prudent for the insurer
to evolve a standard reserving policy for
death and injury cases separately and
the amount should be a reasonable
estimate of the eventual liability. At the
same time, it cannot afford to have more
than what it could require.

What the insurer should do

� Prompt registration of claim
intimations received from the court

� Process for receiving all
information about death or injury
to any third party from Own
Damage intimations and
registration of those cases as
potential claims, thereby reducing
the number in IBNR provisions

� Develop Standard Reserving policy
which has the flexibility of review
from time to time based on the
trends of the courts

� Analysis of geographical trends
based on the location of the
tribunal, which would give a fair

estimate of the probable award
from that state or location. This is
because the awards in each state
are very different from the rest

� Prompt and proper investigation to
ascertain the income and the
disability that would eventually
impact its reserves

� Immediate modifications of the
reserves, upward or downward,
based on any additional
information that they might
receive

� Monitor the time lag between the
date of accident and the date of
intimation/registration every
month and form the basis for IBNR

� Factor interest on the outstanding
claims/cases every month and
ensure that these are reflected in
the books of account

� Ensure that the reserves in WC
cases are in line with the schedule
of the compensation as provided in
the Act

The insurance company will be able
to reflect its liability with reasonable
accuracy if the above methods are
adopted on a regular basis.

Mitigation of loss
The evolution of the trends in

relation to the quantum in Motor TP
claims has left the insurance
companies with no choice than to
initiate compromise lest it faces the
potential risk of being slapped with a
bigger award than it would have
provided for.

For some time now, Lok Adalats
are being constituted at various
tribunals in the country for the
disposal, in a summary way and
through the process of arbitration and
settlement between the parties, of a
large number of MACT cases. It has
proved to be very popular with both the
parties to the litigation that the
petitioner gets the compensation in
quick time and the insurance
companies are able to restrict their
losses by way of savings in interest and
legal costs that are imposed in the
event of a trial.

It has been now proved beyond
doubt that the companies that have
resorted to compromise settlements
have been able to control their losses.
Going forward, this would be the only
way of having better administrative
control on the huge number of cases
that each company would be receiving.

Therefore, the thrust on
compromise as a method of disposal
results in:

� Finality of liability

� Savings in interest and costs

� Protection from volatility of future
trends

� Better administrative control on
ever-growing claims

� Limits on additional costs arising
out of probable appeals against
high awards

� Enhanced reputation of the
company in the eyes of the
judiciary as well as public

The author is General Manager -
Liability Claims, Royal Sundaram
Alliance Insurance Company. The
views expressed here are his own.
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Globally it is seen that
the underwriter has many

tools to ensure that the
opportunity for profit

in this area is generated
and even enlarged.
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The motorisation of the economy is
strikingly evident to anyone using the
roads. This is inevitable as a country
enters the rapid development mode.
Transport is one of the key sustainers
of the economy, as the movement of
goods and services is integral to
prosperity. In this, personal as well as
commercial transport play an important
role. Third party and passenger
protection is an integral part of the
responsibility that needs to be taken
care of by the government. The Motor
Vehicles Act, 1988 has done this, and
insurers have been given the task of
carrying the burden.

The Motor Vehicles Act casts an
obligation on the insurer to manage this
as a necessary duty and, at the same
time, the insurer would need to do it
profitably. Insurers have learnt to
manage liability portfolios across the
world and therefore it is not beyond the
competence of any insurer to research
the best methods to manage this
portfolio despite the apparent legislative
and regulatory constraints that may
appear to inhibit its profitability.

The nature of liability insurance

The liability portfolio introduces a
high level of subjective uncertainty for
the insurer owing to the special features
of the laws of tort/liability. These
include:

1. The ever-expanding frontiers of
liability. This means that what is
not usually considered liability
today can be considered a liability
tomorrow.

2. The moving of all tort liability to
absolute liability. This means that
as times go on, the burden of proof
will get increasingly mitigated so
far as the victim is concerned and

will eventually be limited to
whether an accident took place and
if so what is the extent of special
and general damages.

3. The continuously expanding size of
awards and costs. The legal
landscape is moving in tandem with
the deep pockets that insurance and
other arrangements can bring to the
succour of the insured.

4. Once the course of litigation has
been set there will be considerable
utilisation of resources and costs to
the insurer.

There are certain special features in
the area of motor vehicles liability.
These include:

1. The liability is potentially
unlimited. However, in today’s
context, it is around rupees one
lakh. The number of cases above
Rs. 10 lakh in India is not too many
as yet, though a dramatic change in
the legal landscape in future cannot
be ruled out.

2. Time and territorial limitations
have been removed.

3. There is considerable delay in the
judicial process. Cases may even
drag for 15 years.

4. The possibility of frauds and
exaggerations exists.

5. Defences for the insurer are few,
and are said to be reluctantly and
rarely permitted.

Insurers, therefore, need to bring
back serious underwriting skills in this
area of business. However, historically
confusing the need for compulsion,
underwriters seem to have abandoned
any attempt to change the behaviour
of the portfolio through underwriting
strategies and looked to control claims
alone. This is despite the fact that the
portfolio was found to be perilous with
many areas of concern for action on the
part of the owner and the driver, the
use of the vehicle, and the behaviour of
the intermediary. The barriers that
appear to have been created by
considering the portfolio hopeless may
have had an unexpected result of
scaring away owners without risk of
accident from insuring their vehicles.
This deprives the industry of the good
premium despite there being a
compulsion to insure.

Globally it is seen that the
underwriter has many tools to ensure
that the opportunity for profit in this
area is generated and even enlarged.
Masterful insurers looking to make
profits in underwriting work in detail
in the following areas:

1. A deep analysis of the risks and
vulnerabilities involved in the
sector.

2. Detailed risk assessment through
a combination of theoretical
analysis of the risks that can befall
vehicles in the Indian context
vehicle type-wise, backed by the
use of experience data can throw
light on the measures to be taken
for true loss control and pricing.

Skilled Underwriting
— It can transform Motor Third Party Liability into a lucrative portfolio

Rather than just trying to control claims, underwriters should seek to change the
behaviour of the portfolio through various underwriting strategies, writes P. C. James.
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Strategic analysis
indicates that soundly
trained intermediaries

doing balanced business
should be encouraged to

enter the loop in insuring
motor vehicles.

3. A proper risk analysis tries to
unravel the risk chain in the
portfolio. This consists of a detailed
analysis of the motoring
environment, the hazard/risk
factors that operate in the sector,
the exposure units (eg. the number
of people and property that actually
get exposed during the course of a
day when a bus plies for 16 hours
and carries thousands of
passengers), the many perils that
convert the exposure to losses both
in severity as well as frequency and
the actual outcome both in the short
as well as long term.

4. Based on the above, there will be
strong emphasis on underwriting,
especially when adding a new client
to the books. Discerning
underwriters believe in the dictum
of focus, focus and focus.
Specialising through narrow focus
helps to unravel the real causes of
loss so as to work around such loss
possibilities.

5. The important area of underwriting
is the issue of insurability. The
underwriter needs to work with the
intermediary and the customer in
reducing risks that can take place
through the techniques of risk
reduction (eg. ply less hours, use
multiple drivers in case of long
hours, compliance with all the
Motor Vehicle Rules including local
rules, etc.), risk control, loss
prevention and loss reduction
techniques.

6. Enforcement of all mandated risk
and loss controls. Detailed
understanding of the Act and Rules
and the working of the RTO and the
police may throw light on the
mandates of law in the use of motor
vehicles. All the rules and
regulations that are enforceable
should be strictly enforced.

7. Laying down clear underwriting
norms based on the hazard/risk
factors.

8. Using the insights gained by the
underwriter, close attention can be

paid to minimise the loss after the
claim intimation.

Good underwriters also focus on the
opportunities of the sector as well as the
compulsions laid down by law. The
motor sector is rapidly growing in India
and shows the following patterns of
change:

� As many as 20 lakh private cars
enter the market and the extent of
claims from this sector is not
significant.

� As many as 60 lakh two wheelers are
also entering the market every year
with the likelihood of major losses
being minimal.

� Thus the character of the Motor TP
market is moving away from
commercial to private vehicles.

� The total number of vehicles plying
the roads is in excess of seven crore.

� The quality of roads and other
facilities are slated to improve.

� Training of drivers and control over
licences, overloading of vehicles, etc.
are receiving attention from various
interested stakeholders.

� There is large-scale computerisation
of court records taking place in the
country. Fast track courts are also
functioning, apart from judicial
activism through full cooperation in
lok adalats and other out-of-court
settlements.

Underwriting considerations

a) New vehicles

Through a tie-up with the dealer it
is possible to consider giving cover to
brand new vehicles. In case cover notes
are required to satisfy RTO
requirements, the use of such cover
notes would be in order for new
vehicles. The other aspects of
underwriting can also be conveniently
checked while insuring new vehicles.

b) Old vehicles for renewal

Renewal of vehicles already covered
with the same insurer can be
considered subject to the claims history
and loading and other underwriting
controls. The cooperation of the insured
in quick reporting of TP claims and
assisting in the defence of claims need
to be checked.

c) Old vehicles not insured in the same
office

Acceptance of these vehicles
becomes a matter for detailed and
careful analysis along the following
lines:

� Full details of earlier insurance
policies

� Verification with the earlier insurer

� Explanation for gaps, if any, in
insurance

� Reasons for change of insurer

� Full details of owner and driver and
other details as required

� Experience of the insurer with
regard to the type of vehicle offered

� Attestation by the intermediary
bringing the business as to the
soundness of the insured

� Inspection and photographs of the
vehicle

� Copies of all vehicular documents

Further analysis of underwriting
considerations includes:

1) Owner

The owner is the most important
factor in ensuring that the vehicle plies
lawfully, avoiding losses. The
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underwriter will wish to ascertain the
following:

a) Use of vehicle as per registration,
and where applicable, as per permit

b) Employment of an experienced
driver, if not self-driven

c) Evidence of proper care and
maintenance of vehicle

d) The actual usage of the vehicle

e) Whether the owner has other
vehicles and the details of these
vehicles with their insurance history

f) Whether the owner is prepared to
cooperate with the insurer in case
of accident, including immediate
information of the accident and
assistance in the conduct of the case

g) Obtaining all details related to the
insured, such as PAN number,
phone number and business and
employment details (particularly
useful in case of recovery from the
insured in case of violations)

2) The driver

As per reports, 80 per cent of motor
vehicle accidents arise directly from
driver negligence. Hence the importance
of the driver in preventing accidents
cannot be over-emphasised. The
important areas to consider would be:

a) Whether the vehicle is owner driven
b) If a driver is employed, his age and

experience
c) Detailed verification of the owner’s

licence and keeping a copy for record
d) Knowledge of procedures in case of

accidents
e) Reference from previous employers,

if any
f) Owner to have full details of the

permanent address/details of the
driver

g) Whether working in permanent or
temporary capacity

h) The limit of duty hours and whether
substitute drivers are used

3) The vehicle
a) Whether regular or improvised

vehicle

b) Whether intended to be used for the
use for which it has been registered

c) Whether registered in the area
where it is intended to be insured, if
not why

d) The average monthly kilometres of
run

e) The routes it is plying
f) The areas in which it is to ply

4) The intermediary

Motor vehicle intermediaries are of
various kinds. Acceptance of motor
business from intermediaries who do
only motor business would not be

advisable, particularly if the experience
in this regard is has been bad. Proper
use of intermediaries would be an
important part of profitable
underwriting. Review of intermediary
capabilities to advise and obtain the full
details of the TP risk is of utmost
importance.

It is also important that the insurer
analyses the composition of vehicles at
the RTOs within the areas of its
jurisdiction and ensures that vehicles of
the profitable kind are attracted to take
continuous cover. This is because it is
felt that many customers, owing to
possible harassments faced at the
insurer’s end, do not opt for insurancee.
Most of such insurance can be attracted
as part of the personal insurance
portfolio of the vehicle owning customer.
This will ensure higher premium per
insured customer and balance the
portfolio with a mix of other desirable
business.

Good strategic analysis indicates
that soundly trained intermediaries
doing balanced business should be

encouraged to enter the loop in insuring
motor vehicles so as to ensure sound
underwriting and claims follow up.
Hence, there should be rewards for
bringing in sound business and
ensuring that the insured is made
amenable to cooperate with the insurer
in case of an accident as a matter of
public duty. In personal insurance
portfolio building, it would hardly do
to discard the vehicles owned by the
customer while insuring the other
assets owned.

5) Rejection

The question of rejection of a vehicle
having a valid permit is not allowed at
this juncture. However, the insurer
insuring the vehicle need to consider
the various options in reducing the loss
potential by ensuring that the vehicle
owner complies with all the rules and
regulations that are applicable. In this
regard, the underwriter would need to
familiarise himself with the MV Act,
and rules of both state and central
governments and make sure that
owners comply with the regulatory
regime dealing with motor vehicles.
There are many controls that can be put
on the insured, failing which the matter
also could be put up to the MACT to
pray for recovery from the insured.

Audit of TP claims by the
underwriter

The underwriter needs to assert
underwriting supremacy on the TP
claims department, particularly as the
business is under tariff.
Hence, loss minimisation needs to be
monitored and a fresh view needs to be
taken on the claims cost incurred.
The claim costs in TP claims could
consist of the following:

1. Actual genuine cost of injuries
sustained under special and general
damages.

2. Additional amounts that could have
been avoided if careful defence had
been taken on grounds of
contributory negligence, composite
negligence and other extenuating
factors that could emerge from the
cooperation of the driver and the
insured.

Insurers shying away
from this portfolio may
 be making a strategic

mistake, as it is often the
starting point of personal

insurance.



25
irda  Jour Jour Jour Jour Journal, Januarnal, Januarnal, Januarnal, Januarnal, January  2006y  2006y  2006y  2006y  2006

ISSUE FOCUS

3. Amounts that could have been saved
by better investigation and defence
of the case. The skill and care of both
the investigator and advocate need
to be evaluated continuously.

4. Amounts that could be saved by
cutting out opportunities for fraud,
exaggeration, collusion etc.

5. Amounts that could be saved by
avoiding needless appeals by better
defence at the primary stage.

6. Amounts that could be saved by
cutting out delays by the insurer,
especially by speeding up settlement
through alternative channels.

7. Delays that take place after awards
are passed due to delay in decision
taking.

The underwriting department
should ensure that the additional losses
that crop up due to the factors in claims
management are not placed at their
door. Every effort should be made to
reduce claims costs through the
proactive assistance of the claims
department.

Insurers shying away from the
portfolio of Motor vehicles may be
making a strategic mistake considering
that Motor insurance is the starting
point of personal insurance. Many
automobile manufacturers and dealers
are entering the market as organised
intermediaries with a view to move up

the value chain by looking at the retail
potentialities of their vehicle buyers and
the profitability of renewal business.
Good underwriting is forward looking
and looks at profitable growth on the
back of strong volumes and futuristic
growth of the sector. The Motor market
is expected to grow rapidly, particularly
in the area of private vehicles.
Detariffing is also in the air and the
Motor market needs to be restudied in
detail considering the various factors
that create losses.

Good insurance always encourages
sound intermediation by trained and

capable intermediaries. They need to
come into the loop so that profitable
Motor business does not leave the
market due to the ordeals faced by the
insured in getting their vehicles insured.
Further, their intermediation can help
segments making losses to enforce loss
minimisation efforts. The insurer can

The author is Executive Director
(Non-Life), IRDA. The views expressed
here are his own.

create an enabling environment
whereby the owner, the intermediary
and the insurer form a tight loop to
ensure that TP insurance is not allowed
to be exploited by external factors
including exaggerations, falsities and
frauds.

Developing good relationships with
all the players in the Motor TP market
is also a way to skirt around its many
ways of adding to the losses
underwriters face. The underwriting
and claims department will work hand
in hand to understand the real risks in
the sector and try to change the risk
profile so that all vehicle owners would
find it easy to insure but at the same
time know that the insurer would not
allow for continuation of the ill effects
of the sector that in no way benefits the
insured or insurer but only third parties
that have no stake in the well being of
the industry.

Good underwriting is
forward looking and looks

at profitable growth on
the back of strong

volumes and futuristic
growth of the sector.

We welcome consumer experiences.
Tell us about the good and the bad you
have gone through and your suggestions.
Your insights are valuable to the industry.
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Filing a Motor Third Party (TP) claim
throws up a plethora of questions – who
is actually entitled to make the claim,
how, and when, to name a few. The
Indian legal system has various laws
relating to this issue, with its own set of
intricacies and idiosyncrasies. A look at
these, with a smattering of interesting
cases, makes for a good read.

The law relating to Motor TP claim
is codified in Chapter XII of the Motor
Vehicles Act, 1988 (MV Act). While the
chapter covers sections 165 to 176, this
article deals with sections 165 to 169
and cases related to those sections.

The legal process for claims for TP
liability is set in motion once a claim
application is filed with the Motor
Accident Claims Tribunal (MACT).
MACT was established under Section
165 of the Act to adjudicate upon claims
for compensation in respect of accidents
involving the death of, or bodily injury
to, persons arising out of the use of
motor vehicles, or to damage to any
property of a third party so arising, or
both. An application for compensation
is filed under Section 166 of the Act.

The decision to pay Motor TP claims
depends on the answers to two
questions:

i)Is the insured legally liable to the
third party?

ii)Is the insurer liable to indemnify
under the policy?

The first question is decided with
reference to the law of negligence and,
to a lesser extent, the law of nuisance.
The second one is decided with reference
to the terms and conditions of the policy
as well as the provisions of the Motor
Vehicles Act.

To remove doubts, the statute has
expressly provided that the ‘claims for

compensation’ includes claims for
compensation under Section 140 of the
Act. Accordingly, those claims where it
is not required to prove negligence of the
insured (No fault liability) also may be
filed under Section 166 of the Act.

Combing through the Act

Section 166 of the Act states that –

(1)An application for compensation
arising out of an accident of the
nature specified in S.165 (1) may
be made

a)by the person who has sustained
the injury; or

b)by the owner of the property; or

c)where death has resulted from the
accident, by all or any of the legal
representatives of the deceased; or

d)by any agent duly authorised by
the person injured or all or any of
the legal representatives of the
deceased as the case may be.

The proviso to sub section (1) states
that all the legal representatives of the

deceased shall be impleaded as
respondents to the application.

Sub section (2) Act was amended by
Amendment Act 1994. Prior to the
amendment, sub section (2) specified
that application for compensation
under sub section (1) shall be made to
the Claims Tribunal having jurisdiction
over the area in which the accident
occurred, and shall be in such form and
shall contain such particulars as may
be prescribed.

With the amendment of sub section
(2), every application for compensation
arising out of an accident involving
death or bodily injury shall be made at
the option of the claimant, either to the
Claims Tribunal having jurisdiction
over the area in which the accident
occurred or to the Claims Tribunal
within the local limits of whose
jurisdiction the claimant resides or
carries on business or within the local
limits of whose jurisdiction the
defendant resides. Thus, three options
of place have been provided to the
claimant for filing an application for
compensation.

Sub-section (3) specified the time
limit of six months for the filing of
application for compensation subject to
condonation of delay by the Tribunal
based on sufficient cause. The
maximum time limit for filing the
application even after condonation by
the Tribunal was 12 months. This sub
section has been deleted by the
Amendment Act 1994. Courts have also
held that the Law of Limitation does
not automatically apply to special
statutes.

These amendments have been the
subject matter of discussions in many
fora. While the intention of the
legislature is to help the claimant, the

Legally Speaking — What the law has to say about Motor TP claims

The Indian legal system deals with Motor TP claims in various ways. H. Ananthakrishnan
takes a look at these with some interesting case studies.

The question of whether
the Tribunal is a court

subordinate to the High
Court for purposes of
section 115 C.P.C and

revision against its order is
maintainable has been the

subject matter of many
cases before different

High Courts.
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change has also brought in multiplicity
of cases being filed before different
Claims Tribunals by claimants arising
out of a single accident, resulting in
administrative and legal complexities.
This, coupled with the removal of time
limit for filing claim application, has
compounded the difficulties for the
insurer who have since been lobbying
for restoration of the original sub
sections (2) and (3) of section 166.

The Amendment Act has provided a
new sub-section (4) for Section 166, as
per which the Claims Tribunal shall
treat any report of accidents forwarded
to it under Section 158 (6) (by a police
officer) as an application for
compensation under this Act.

Apart from Section 166 and 140, one
more avenue for compensation – Section
163 (A) — was added by the Amendment
Act. This is a new provision for payment
of compensation to road accident victims
as per a determined formula. Unlike
Section 140 where the compensation
awarded is interim, the one awarded
under Section 163-A is final. Under
Section 163-B, the claimant may file for
compensation under either Section 140
or Section 163-A, but not under both.
Both sections dispense with the need of
the claimant to prove negligence of the
insured.

Section 167 of the Act clarifies that
where the death or bodily injury to any
person gives rise to a claim for
compensation under this Act and also
under the Workmen’s Compensation
Act, 1923, the person entitled to
compensation may, without prejudice to
Chapter X (Liability without fault),
claim such compensation under either
of those Acts but not under both.

Section 168 gives the tribunal
discretion in arriving at compensation
that it thinks is ‘just’. Section 169 deals
with the procedure and powers of
Claims Tribunals.

We may see some interesting cases
under the above sections. Cases
highlighting the interplay of different
sections have been chosen.

Claims Tribunal (Section 165)

In Saramma v Mathai (2003 ACJ
213), the Tribunal, after framing issues,
dismissed the claim application on the
ground of default of the claimant
without arriving at findings and
without adverting to reasons after the
stage of framing issues. On appeal, the
High Court (Kerala) held that once
issues have been framed, the Tribunal
has to decide the issues on the basis of
available records, whether the parties
appear or not. Section 166 (4) directs
the Tribunal to treat report under
Section 158 (6) as application for
compensation.

The question of whether the
Tribunal is a court subordinate to

the High Court for purposes of
section 115 C.P.C and revision
against its order is maintainable
has been the subject matter of many
cases before different High Courts.
The case Oriental Insurance v
Basangouda 2004 ACJ 1652 considered
the question of whether a civil revision
petition lies under Section 115 of C.P.C
to High Court against the judgements
and awards or orders made under
various statutes including the Motor
Vehicles Act, 1988. After referring
several cases, the Court held that the
Tribunals are not subordinate to the
High Court and the civil revision
petitions filed are not maintainable.

However, in Moti Bai v Kapoor
Chand alias Jamna Bai (2004 ACJ
1656), the Jabalpur High Court quoted
Krishan Gopal v Dattatreya, 1971 ACJ
372 (MP), in which it has been held that
the Claims Tribunal is a court
subordinate to the High Court and its

orders are revisable under Section 115
of the Code of Civil Procedure. In the
main case cited, the court accepted this
view and held that the award passed by
the Claims Tribunal falls within the
meaning of the words ‘order of any civil
court’ used in Article 136 of the
Limitation Act, 1963.

There are cases where it has been
held that Tribunals are not civil courts
and strict rules of evidence are not
applicable to claim cases. Tribunals
have wider powers than civil courts for
ascertaining the facts and controversies.
Even the first Appellate Court should
not interfere in the same as has been
laid down in the case of Madhusudan
Das v Narayani Bai AIR 1983 SC 114.

Choice of forum (Section 166 & 167)

In Harsh Malik v Munna Burman
& Ors (2005 ACJ 71), the High Court of
MP considered the issue whether the
Claims Tribunal has jurisdiction to
decide the claim of the dependants of
the driver who died in the accident. The
contention of the appellants was that
the remedy available to the dependants
of the deceased driver was to file a claim
petition before the Commissioner for
Workmen’s Compensation. The Court
held that Section 167 gives the claimant
a choice of forum to file claim application
under the Workmen’s Compensation Act
or the Motor Vehicles Act.

In Kore Laxmi v United India
Insurance Co. Ltd (2005 ACJ 543), the
High Court of AP had the occasion to
consider the question of choice of forum.
This case was relating to the claim for
death of driver of truck. The vehicle met
with an accident due to the driver’s
negligence. A single judge held in appeal
that accident had taken place due to the
negligence of the deceased (in the course
of his employment), hence the Tribunal
under Motor Vehicle’s Act had no
jurisdiction and claimants are entitled
to compensation under Workmen’s
Compensation Act. The High Court
overruled this order and upheld the
Tribunal’s order that the claimants
having exercised their option are

Tribunals have wider
powers than civil courts
for ascertaining the facts

and controversies.
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entitled to maintain their claim under
the Motor Vehicles Act.

Legal representative (Section 166 (c))

In Mansingh v Banne & Ors (2004
ACJ 1467), the claim application was
filed under Section 110-A (1) (b) of
Motor Vehicles Act 1939 [Section 166
(1) (c) of 1988 Act]. The claimants were
the father and brother of the deceased.
The wife of the deceased remarried
after the accident. The question for
determination was whether the wife of
the deceased, though not a party in the
case, was also entitled to compensation.
The Tribunal held that the widow be
paid compensation, as the accident had
occurred when she was the wife of the
deceased and the application for claim
can be filed by one or more legal heirs
for others.

This decision is in consonance with
the proviso to sub section (1) of section
166 that all the legal representatives
of the deceased shall be impleaded as
respondents to the application.

In another case Ravindra Kumar
Mishra v Dular Ram & Ors, husband
and wife filed the claim application
jointly, as they had sustained injury in
the same accident. The Tribunal
dismissed the same on the ground that
the joint claim application was not
maintainable. The High Court of
Chattisgarh held that the Tribunal
should have a humane approach and
not be technical or hyper-technical in
performing its duties. The joint claim
application was held to be
maintainable. In this case, the claim
application was time barred but during
the pendency of appeal, the section
providing for limitation (section 166 (3))
was omitted. The claim was held to be
maintainable, as now there was no
limitation. The Tribunals were advised
to exercise the benevolent provision
judicially but not arbitrarily and
capriciously.

In an interesting case under section
166, Himachal Road Transport
Corporation v Subhdra Devi & Ors, the
widow of the deceased had instituted
divorce proceedings but her petition for

dissolution of marriage was dismissed.
Since the matrimonial bond was
subsisting, she was awarded
compensation. The second wife was not
awarded compensation, as her
marriage to the deceased was void ab
initio. However, the court treated the
children of the second wife on par with
legitimate children of the first wife and
awarded compensation to them also.
This case also highlights ‘just
compensation’ under section 168 (1),
wherein the court held that the
compensation amount be divided
equally between the first wife and all
the children.

Conversion of claim under Section
166 to claim under Section 163 - A

In the above case (Kore Laxmi), the
counsel for the insurance company
contended that the claimants filed
application under section 166 of the Act
and as such the court below erred in
applying the Table given in Second
Schedule to Section 163–A of the Act.
The High Court rejected this contention
and held that the Supreme Court, as
early as in 1950, held that even if a party
approaches the court invoking a wrong
provision, the court is always bound to
do justice by applying the correct law.

The case Narshiji Nagaji Majirana
v Mangilal Amturam Bishnoi & Ors
(2005 ACJ 19) explains the
circumstances under which a claim

under Section 166 may be converted
into one under Section 163-A. The
Court held that the object with which
Section 163-A has been inserted and the
non obstante clause with which sub-
section (1) of section 163-A commences
clearly indicate that the legislature did
not intend to prevent the claimant from
getting compensation as per the
structured formula merely because in
his original claim petition he had
prayed for compensation on the basis
of ‘fault liability’ principle. All that
section 163-B prevents is consideration
of claim by the Tribunal under section
140 of the Act as well as under section
163-A of the Act. Hence, in the absence
of any period of limitation, there could
be no objection to the claimant making
an application under section 163-A of
the Act even after making an
application under section 140 of the Act,
if the accident took place on or after
November 14, 1994.

It may be recalled that
Section 163-A and 163-B were
introduced by the amendment Act
effective from that date. Thus, as long
as an order under section 140 of the Act
is not passed, it is open to the claimant
to apply for amendment of the claim
petition for invoking the powers of the
Tribunal under section 163-A of the Act
and not the power under section 140 or
sections 166/168 of the Act.

Interestingly, the High Court of
Jammu & Kashmir, in Oriental
Insurance Co. Ltd v Ghulam Mohd
(2004 ACJ 1811), held that the court
could grant additional compensation to
the victims in terms of section 163-A of
the Act when compensation in terms of
section 140 has already been granted
provided the accident had taken place
on or after November 14, 1994, subject,
of course, to the claimants satisfying
other requirements indicated in the
Second Schedule. The court held that
the right to claim compensation on the
basis of no fault liability under Section
140 is in addition to the right to claim
compensation on the principle of fault
liability or the right to claim
compensation under any other law for
the time being in force.

For awarding just
compensation, the Judicial
Officers are expected to do
a lot of exercise and apply
their mind before passing

any award, fixing the
compensation amount

payable to the claimant.
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On a literal interpretation of section
163-B, what is barred is perhaps the
filing of the claim application under both
sections 140 and 163-A. It appears from
the J&K case quoted above that there
is no bar in awarding compensation
under Section 163-A even after
compensation is awarded under Section
140. The fact that both sections deal
with ‘no fault liability’, where the need
to prove negligence is dispensed with
could be one reason.
The other could be that the award under
Section 140 is interim and not final.
However, once compensation under
Section 163-A is awarded, there is no
going back to Section 140, as the
compensation under Section 163-A is
final.

These decisions, though seemingly
contradictory, are not anomalous as the
proviso to Section 140 (5) clarifies that
the amount of compensation payable
under any other law for the time being
in force is to be reduced from the amount
of compensation payable under sub-
section (2) or under section 163-A.

Limitation

In Mutteppa Nagappa Karegar v
G.B. Attar (2004 ACJ 1929), the
Karnataka HC considered the effect of
omission of sub-section (3) of Section 166
of the Act. The accident took place when
the 1939 Act was in force but the claim
was filed when this Act had been
replaced and the 1988 Act had become
operative. Application was filed one
month and 10 days from the date of
accident and it was dismissed by the
Tribunal. Appeal against its dismissal
was pending when sub-section (3) of
Section 166 was omitted and no
limitation governed the presentation of
a claim application. The court held that
the application is not barred by
limitation.

The Punjab & Haryana HC
considered a similar issue in Raj Rani
Puri v Union of India (2004 ACJ 1598).
The question was what should be done
in cases where the accident and the
award of the Tribunal had happened
long before the amendment had been

enforced. The Supreme Court in
Dhannalal v D.P. Vijayvargiya (1996
ACJ 1013 (SC)) observed _

“The matter will be different if any
claimant having filed a petition for claim
beyond time which has been rejected by
Claims Tribunal or the High Court, the
claimant does not challenge the same
and allows the said judicial order to
become final. The amendment Act
(1994) shall be of no help to such
claimant. The reason being that a
judicial order saying that such petition
of claim was barred by limitation has
attained finality. But that principle will
not govern cases where the dispute as
to whether petition for claim having

been filed beyond the period of 12
months from the date of accident is
pending consideration before the
Tribunal, High Court or the Supreme
Court. In such cases, the benefit of
amendment of sub-section (3) of section
166 shall be extended.”

Does it imply that it pays to keep the
case alive by protracted litigation in the
hope of favourable amendment of
statute?

Just compensation (Section 168)

Finally, a case under section 168 (1)
of the Act wherein the final words of the
learned judge serve as an object lesson
to judicial officers, the insurer and the
advocates of insurer and claimants
alike. In Ajmeera Govind v Principal,
Arvindo Residential School, Bodhan &
another (2005 ACJ 1436), the Tribunal
awarded compensation in lump sum
without specifying the amount under
various heads. The High Court of AP

held that it is imperative to award
compensation under different heads.
While awarding the compensation, the
judge observed:

“ I am inclined to state that most of
the District Judges are not applying
their mind to the principles evaluated
by the series of decisions written by the
superior courts, as well as the
provisions of the Motor Vehicles Act
while awarding compensation. Though
they are expected to award
compensation under several heads
taking the gravity of the injuries
sustained by the victim, the income and
status of the individual, they are
awarding compensation arbitrarily, in
some cases very low and in some cases
fanciful amounts, forgetting the fact
that they are directing the insurance
companies to part with the taxpayers
money towards compensation…. For
awarding just compensation, the
Judicial Officers are expected to do a
lot of exercise and apply their mind
before passing any award, fixing the
compensation amount payable to the
claimant. Unfortunately, the counsel
engaged by the insurance companies do
not even cross-examine the witnesses,
pointing out the loopholes in the
evidence produced on behalf of the
claimants. With the result, in many a
case, the compensation awarded by the
Tribunals is lacking in objectivity. They
are disposing of the cases in a very
casual manner. Unfortunately, while
advocates appearing for the claimants
are not even taking the minimum care
in producing the proper evidence like
examining doctors, or other witnesses,
production of medical records etc., in
getting just and reasonable
compensation to the victims. Advocates
appearing for the insurance companies
are not trying to cross-examine the
witnesses who are being examined on
behalf of the claimants, even on the
shabby evidence produced by them”

A just observation in a case relating
to just compensation!

It is generally felt that the
Motor Vehicles Act, being a
social legislation, is loaded

against the insurers.
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General observations

It is generally felt that the Motor
Vehicles Act, being a social legislation,
is loaded against the insurers.
This feeling is further accentuated by
the expansion of the jurisdiction clause
in section 166 (2) and deletion of
limitation clause in section 166 (3).
Add to this the provision of unlimited
liability in section 147 (2), restricted
defences available to the insurer under
section 149 (2), compulsory payment of
compensation to a third party combined
with difficulty in recovering the same
from the insured – despite Section 149
(5), difficulty in obtaining permission
from the Tribunal under Section 170 to
contest the case on merit and we have a
perfect case for commiseration with the
insurer.

However, perhaps due to these
factors or otherwise, it must be admitted
that the insurer has been lax on many

fronts. A look at the MACT cases over
the past five years would reveal that on
an average a case has prolonged from
three to five years. The courts, having
developed a mindset against the
insurer-perhaps due to stubbornness of
the insurer in denying claim to the
insured - even in cases where insurers’
defences were weak and amicable
settlement could have been reached
have also been liberal in awarding
penalties. With proper documentation,
tightening of available defences and
diligent follow-up of the cases filed
before the Tribunal / High Court, it
would still be possible to stem the
leakage of claim costs in the Motor Third
Party portfolio.

Over the past 40 years, the Law of
Torts, which is the touchstone on which
the ‘fault liability’ is based, has evolved
into what has been called law of
‘contorts’ – a system focused less on
rights and wrongs than on finding a

The author, Deputy Manager with the
Tariff Advisory Committee, is Officer
on Special Duty, IRDA. The views
expressed here are his own.

source of compensation for any injury,
regardless of fault. A perusal of the
MACT cases actually reveals that even
where the insurer could rightfully
repudiate liability based on the meagre
defence available to them, they still
have had to pay compensation with a
provision to recover the same from the
insured.

One gets a feeling that whether or
not the Law of Torts has taken roots in
the Indian legal system; the law of
‘contorts’ is certainly threatening to
take its place sooner than later, at least
in the Motor portfolio.
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Have you ever wondered why it is so
difficult, say almost impossible, to get
third party insurance for your old car
or scooter? You cannot use the vehicle
without an insurance cover, as it is
mandatory. In case you are, you are not
only violating the law but also taking a
risk, as your vehicle just might injure
some other person. All insurers – both
in the public and private sector – are
duty bound to provide third party (TP)
insurance coverage to vehicles.

However, in reality, the private
sector companies do not and the public
sector insurers are not at all happy
giving the coverage. The only reason for
this is the high payouts in this portfolio
which has taken away three times the
premium the insurers receive. One of
the reasons for this heavy outgo is the
prevalence of frauds and malpractices.

Easy game

Why do frauds take place? Insurance
companies all over the world are easy
game for frauds and India is no
exception to this. Frauds are the means
for greedy minds to milk the system
which was intended for social good.
On the one hand, there are
unscrupulous elements working against
the company and, on the other, a faulty
legal system coupled with the
indifferent attitude of the insurance
company’s personnel at all levels.
These factors ensure that such
malpractices thrive.

The Motor TP portfolios of all PSU
insurers have a claims ratio of over 300
per cent, which means that for every

Rupee of premium earned, the outflow
is over rupees three. This is the reason
that none of the private sector insurers
is accepting TP stand-alone policies.
Commercial vehicles as a single
category contribute to the largest
number of claims. Probably if all frauds
are removed and the cases are awarded
purely on the merits of the case, the TP

portfolio, in the worst case scenario, will
not produce an outgo greater than the
income. This means that as much as
two-thirds of the outgo is on account of
frauds. Difficult to believe, but random
checks reveal similar trends, too.

Frauds in TP cases take place in
various ways. There are frauds taking
place both within the company and
outside. The list that follows is only
indicative, not exhaustive.

There are frauds taking place within
the insurance company relating to TP
claims, such as pre-dating the cover to
accommodate a vehicle that had an
accident and misuse of cover notes and
the computer system to provide coverage
to vehicles already involved in an
accident. The following are the main
ways in which frauds are committed
within the office or with the knowledge

and connivance of some employees of
the insurance companies:

� Issue of bogus and fabricated cover
notes and / or policy document.

� Pre-dating the cover in the cover
notes.

� Forging the cover note/policy
document after inserting different
dates/vehicle details/ insured
person’s name.

� Misuse of blank cover notes.

� Issuing the original cover note
without details which can be filled
up conveniently so as to
accommodate a fraud.

� Acceptance of cover after a loss has
occurred, fully knowing the facts.

� Tampering with computer
database/late cash entries to
provide coverage to a vehicle that
had an accident. This practice is
more prominent during weekends
and holidays.

The internal frauds, as we can call
them, are on the decline, as the main
accessory to these frauds was the cover
notes which are now used with much
care. The introduction of more secure
software and controls has helped in
reducing such malpractices.
The employees are also sensitised on
this issue, which has also brought down
such internal frauds to considerably
lower levels.

The following is an indicative list
of the ways in which the frauds are

Insurance companies
all over the world are easy

game for frauds and India is
no exception to this.

The Big Con Game
— Rampant fraud in Motor TP cases

Ruing the high prevalence of malpractices in Motor TP claims, T. Babu Paul
examines the causes and reflects upon the remedies.
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One way of defrauding
the company is of

exaggeration, be it of
income, age, occupation

or disability of the victim.

committed outside the span of the
insurance companies:

1. Converting non-road traffic
accident cases into RTA cases

These refer to accidents/injuries that
have no relation to a motor vehicle. The
injuries could be due to various reasons
such as industrial or domestic accidents.
In some cases, there may not be an
accident at all, but just to cover the cost
of treatment, accidents are faked on
records with the connivance of the police
and doctors.

2. Substitution of the vehicles -
various combinations thereof

Here, the accidents are genuinely
due to a vehicle but, as the vehicle
involved is not covered by a valid
insurance policy, the case is directed to
another vehicle that has a valid
insurance cover. It is the law of the land
and matter of common knowledge to all
vehicle owners that a vehicle cannot be
used in a public place without valid TP
insurance coverage. But the compliance
is far from the requirements of law.
From our experience, not more than 50-
60 percent of the vehicles (that too on
cities and major towns) have a valid
insurance policy. It is much less in the
rural areas. The police will also vouch
for this. All the accidents are latched on
to some of the vehicles having a valid
insurance policy. Experience shows that
at least 10 to 20 per cent of the total
cases fall within the category.

3. Substitution of driver

In addition to swapping of vehicle,
change of drivers is also common for
various reasons. This may be because
the drivers may not have a valid licence
to drive the vehicle in question. This is
rampant in commercial vehicles and in
two-wheelers. In commercial vehicles,
the cleaner or the helper may drive the
vehicle. The cleaner sometimes may
have a regular licence but not a heavy

licence and badge to drive a commercial
vehicle. In two–wheelers, we often come
across minors driving the vehicle who
have not reached the required age for
procuring a licence.

4. Addition of persons not involved
in the accident

In the case of commercial vehicles
(public transport, especially), if an
accident takes place, the chances of all
the occupants/passengers getting
injured is unlikely. But invariably we
end up getting as many claims as the
registered carrying capacity of the
vehicle. The claims are made either in

fictitious names or in the names of
persons who had other accidents.
Sometimes we find agents of lawyers
striking a deal with some persons who
are undergoing treatments for fractures
and other motor accident look-alike
injuries to put up a case as a passenger
of the vehicle involved in the accident.
Sometimes we also get a greater number
of claims than the capacity of the vehicle
and the courts direct the insurers to “pay
and recover”. But the recovery seldom
takes place. The fact that most of the
public transport vehicles are overloaded
is not overlooked but the insurers are
to pay for both the overloading as well
as for the frauds.

4. Inflated medical bills and such
other documents

One way of defrauding the company,
which happens in almost each and every

claim, is the exaggeration, be it the
income, age, occupation, disability,
status, medical expense or employment
of the victim, in all categories possible.
This has now become an industry
practice and is an essential ingredient
to every claim. TP claims have even
been put up with the unclaimed dead
bodies in hospital morgues.

5. Hit and run cases

Where hit and run cases occur,
vehicles whose documents are in order
are implicated with the cooperation of
their owners and drivers to put up a
claim, as the compensation for hit and
run cases are limited to Rs. 50,000 for
death and Rs. 25,000 for serious
injuries. The so-called drivers also
plead guilty before the court, thus
sealing all chances for a fair trial. This
takes place with the cooperation of
some people in the police department.

Frauds are a state of mind and are
a part of any insurance claim. We
cannot segregate TP claims from the
others, as frauds are common in all
types of insurance claims. Those who
get away are smart and those who do
not are labeled as crooks. There is a
general perception that the insurance
companies are sitting on a pile of cash
and defrauding is not even considered
morally incorrect. One reason could be
that the general insurance premium
are non–returnable, unlike most of the
life insurance contracts, which provides
for at least the paid monies being
returned.

Through such fraudulent methods,
people try to make up their premium
by way of inflated claims or even
non-existent claims. Globally,
insurance frauds are estimated at any
15-20 percent of the total payouts and
in India the scenario is no different.
In Motor insurance, the frauds
constitute at least 50 percent of the
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The end result of these
fraud claims is that it
pushes up the cost of

insurance.

outgo, out of which the TP claims
account for the major share.

What makes TP claims more fraud
prone? The reasons are many.

The first and foremost is that
insurance companies are not the ones
deciding on the TP claims. They also do
not process the claims and the whole
process or action is at the Motor
Accident Claims Tribunals (MACT). As
per law, the full and final settlement
only in a Motor TP claim can be given
by the courts, as we provide legal
liability cover and, whatever we pay, the
courts can increase the amount based
on the merits of the case. Because of
this, insurers have traditionally shied
away from settling the claims without
the intervention of the courts. The GIC
and its subsidiaries in 1992 launched
a programme called Jald Rahat
Yojana, for the settlement of TP cases
without the claimants having to
approach the court. Although the
intentions were good, it suffered on some
practical aspects and was withdrawn
within a year of launch.

The next is that the cases are
reported after a considerable time lapse,
so a reality check on the correctness of
the incidents itself is lost. There is also
no time limit for claiming compensation
in a motor accident claim.
The geographical jurisdiction is also
removed from such cases, making it very
difficult for the companies to investigate
and take up proper defence.
These provisions are more misused than
used to give relief to a needy victim.
There have been instances of the same
person filing claims at different
tribunals at different places for the same
accident.

Legal aspects

There are many lacunae in the legal
system, which helps to facilitate fraud
on the insurers via false claims. But by
taking effective recourse to some of the
provisions of the Motor Vehicles Act, the

fraud can be contained to a certain
extent.

The Motor Vehicles Act enjoins
that:

“as soon as any information
regarding any accident involving death
or bodily injury to any person is recorded
or reported under this section is
completed by a police officer, the officer
in charge of the police station shall
forward a copy of the same within 30
days from the date of recording of
information or as the case may be, on
completion of such report to the Claims
Tribunal having jurisdiction and a copy

thereof  to the concerned insurer, and
where a copy is made available to the
owner, he shall also within 30 days of
receipt of such report, forward the same
to such Claims Tribunal and insurer.”
(Motor Vehicles Act, Sec. 158(6)).

In case this provision is strictly
complied with, the insurer will be served
a copy of the report and this can be
utilised for ascertaining whether the
claim preferred in a Tribunal is genuine
or not.

The Motor Vehicles Act has been
amended taking away the jurisdiction
clause, which makes it easier to file
fraudulent claims, as investigation to
ascertain the genuineness of the claim
at another jurisdiction may not be
effective for the insurer. The jurisdiction
should be confined to the place of
accident, or where the claimant or the
defendant resides. The amendment
taking away limitation has also made a
severe impact on the insurance

The author is Assistant Manager,
National Insurance Co. Ltd.
The views expressed here are his own.
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industry, as a claim can now be
preferred at any point of time. With the
technological advancements in this
century, the justifications of the
legislature for taking away the
limitation is no longer applicable and
so there should be a reasonable period
of limitation in preferring claims for
motor accidents.

Cost of frauds

The end result of these fraud claims
is that it pushes up the cost of
insurance. At present, both the pricing
and the payouts of TP insurance is fixed
by the Government and the insurers
are in an unenviable position of
administering a portfolio over on which
they have very little control. There are,
of course, several methods to detect and
take necessary legal measures to
protect the interests of the company
and the society at large. But the process
is painstaking and the support of the
legal system is not easily forthcoming.

The free pricing of TP insurance,
which is likely within a year, will have
a disastrous effect on the common man,
as the rates will shoot up three to four
times, especially for commercial
vehicles. The only way is to control the
claims, at least ensuring that the
system is not misused by fraudulent
means. The society has a larger
responsibility than the insurers in
ensuring this as insurance neither
generates nor extinguish funds but
merely manages it.

The biggest beneficiary will again
be the commoner who will not be
required to run from pillar to post to
insure his old scooter.
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àH$meH$ H$m g§Xoe

ºÉÒ. BºÉ. ®úÉ´É

eksVj ns;rk chek lkekftd rkSj ij cgqr eq[;
;a= gS] ij ;gh daaifu;ksa ds ckWVe yk;uksa ij
fof'k"V izHkkj mRiUu djds] lkekU; chek m|ksx
dks yxHkx lHkh ekdsZVksa esa gkfu igqaWpkrk gSA ij
Hkh ;g vjks/; O;kikj iksVZQksfy;ks gS D;ksafd ;g
VkWi yk;u dks fof'k"V :Ik ls Åij m<krk gS]
udn cgko dks c<k nsrk gS rFkk fuos'k iksVZQksfy;ks
dh vksj va'knku nsrk gSA Hkkjr esa] ,d vfrfjDr
nkf;Ro gS fd izr;kf'kr xzkgdksa ls vizksp fd;s
tkus ij] daifu;ksa }kjk eksVj r̀rh; ikVhZ ns;rk
O;kikj fy[kk tkuk gSA

ij Hkh] O;kikj dks O;ofLFkr j[kuk ,d leL;k
jgrk gS] rkfd udkjkRed izHkkoksa dks de fd;k
tk ldsa A  vkbZvkjMh, tuZy dk ;g vad bl
fo"k; dks ijh{k.k djrk gSA ge] T;knk
vH;kldrkZvksa rFkk fo'ys"kdksa }kjk bl fooknLin
leL;k ij iznku fd;s x;s fo'ys"k.kksa dks ;gkaW
izLrqr dj jgs gSa] ftlls fd bl leL;k dk gy
fudkyus jkLrk iznku djus iz;Ru dj jgs gSA

vxys vad chek lsDVkWj la'kks/kuksas ds 10 o"kksZ ij /
;ku nsxh A  ,d 'krkCnh ds igys] 1996 ds iwoZ esa]
chek fu;a=d izkf/kdj.k dks fuekZ.k fd;k x;k A  ;g
varfje ckWMh Fkk tks 1999 esa vkbZvkjMh, vf/kfu;e
ds ikfjr gks tkus ds ckn] chek fu;a=d rFkk fodkl
izkf/kdj.k cu x;kA

,d u;s o"kZ ds izkjaHk esa ihNs ns[kuk cgqr gh vPNk
dk;Z gS] rFkk vkxs Hkfo"; dh vksj /;ku nsuk Hkh cgqr
gh mn~ns';iw.kZ jgsxkA  2006] Hkkjr esa chek m|ksx ds
fy,] cgqr gh pqukSfr;ksa rFkk dk;Zdkjh fcUnqvksa dks
vius ;gkaW j[kk gSA  eSa vkidks uoo"kZ dh 'kqHkdkeuk,aW
iznku d:aWWW rFkk bl o"kZ ,slk jgsxk ftlesa ge
,df=r gksdj m|ksx dk LokLF;iw.kZ fodkl ns[kaxs A
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Hw$N> Vmo bmoJ H$h|Jo“ ”ekdsZVksa }kjk 2005 esa ykHk ikus
dh laHkkouk cgqr gh de gS A

flracj 11] 2001] vkradoknh geyk ls
yxHkx $5 fcfy;u ls vf/kd LVkeZ isvkmV ij

Jh yqd lsost] foRrh; funs'kd]
yk;M~l vkWQ yaMuA

e/orhZ;ksa ds YkkHkkFkZ ,d leku
[ksy {kss= gS] bls lqfuf'pr djus ds fy,

 vuqi;qDr laxBuksa dks ckgj j[kk
tkuk vko';d gS A

2004 esa dkuwu us tc ls mUgsa fuxjkuh esa yk;k]
ml le; ls 600 ca/kd rFkk lkekU; chek

laxBuksa ds izpkyu ij :dkoV yxk;s tkus ds
laca/k esa Jh vUMzw guh] chek ds v/;{k] LekWy
QeZl fMfo'ku vkWQ QkbusfU'k;y lohZll

vFkkfjVh (,Q ,l ,) ;w ds A

--- vxj rwQku tksf[ke dk Bhd
ls ykxr yxk;k x;k rks blds

ifj.kkeLo:Ik vUMjOjkbZfVax ykHk]] vfrfjDRk
 fuos'k iwaWth vkd"kZ.k djus ds tSls cMs gksaxsA nqHkkZX;o'k]
iwaWth esa o`f) ekdsZV txg esa izfr;ksfxrk mRiUu dj ldrk

gS] tks dqN O;fDr;ska ds fy, ykxr dks de dj
nsxkA  mPp tksf[ke txgksa esa Ik;kZIr njksa dks
j[kuk lqfuf'pr djus ds fy, dHkh vuq'kklu

dkQh ugha gks ldrk gSA

esllZ vykbl xsukWu] ofj"B mik/;{k]
;w ,l ,Dpqvjht

vlksfl;s'ku

N% o"kksZa ds ckn] ;w ,l fu;a=dksa
ds chp bl leL;k ij ,d ewoesaV nh[k iMk]

ftUgsa ;w,l iqu%chekdj.k O;kikj dks vUMjOjkbZV
djuk gS rks ;w ,l VªLV fuf/k;ksa esa fons'kh iqu%chekdkjksa
}kjk fo'ks"k Lrj ds dksysVjy j[kus dh t:jr gS A

;w ,l chek fu;a=dksa }kjk fons'kh iqu%chekdkjkas
ds ckjs esa iqu%lksp ds ckjs esa ykMZ ihVj

fyosu] v/;{k] yk;M~l vkWQ
yaMu]

VhvkjvkbZ, dk nks
o"kZ foLrkj] ftlij dkaxszl us

vHkh dk;Zokgh iwfrZ fd;k  rFkk jk"Vªifr
dks Hkstsaxs] ;s gekjs fo/kk;h usrkvksa ls ekU;rk gS
fd QsMsjy ljdkj dks gekjs jk"Vªh; foRrh;

rFkk vkfFkZd lqj{kk ds fy,] futh chek ekdsZV ds
lkFk Hkkxhnkjh djuk gS A

Vsjfjle fjLd bU'kqjsUl vf/kfu;e (VhvkjvkbZ,) ij
Jh tks Iywesjh] v/;{k vkSj lhbZvks] fofYyl

xzwi gksfYMaXl fyfeVsM
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foRrh;
 iz.kkyh ds eq[; Hkkxksa

esa mPp :Ik ls mNyusokyk vkbZVh
flLVe ds miyC/k gksus ds tSls nh[k iMrk
gS tks nzqr xfr ls prqj QaD'ku dks iwu% izkIr

djus nsrs gSA ;g bl lsDVkWj dks csgrj fn[kkrk gS
vkSj gesa bl fLFkfr esa foLrkfjr fu;e fy[kus dh t:jr ugh gS

fd laxBuksa dks muds }kjk D;k O;kikj vuqorhZ O;oLFkk viukuk gS]A

vkradoknh geyk ;k izkd`frd foifRr tSls ?kVukvksa lss eq[;
Ikzpkyu Hkax gksus ij lkeuk djus dh ;w ds foRrh;
lsDVkWj dh {kerk ij fVªisjVkbV vFkkfjVhl ( gsp,e
Vªs'kjh] ,Q ,l , vksSj cSad vkWQ baXySaM ) ls fd;s

x;s losZ{k.k dh ifj.kkeksa ij Jh gsDVkWj lUr]
eSusftax funs'kd] gksylsy QeZl

fMfotu] QkbusfU'k;y
lohZll vFkkfjVh (

,Q,l, )]
;wds dk
c;ku
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xzkgd dk O;k[;k nsuk vklku gSA  ;s ogh gS
gS] tks ,d Hkqxrku fd;s x;s jde ;k
vk’okflr izfrQy ds fy, vkSj ,d vokf.kT;
dk;Z ds fy,] lkexzh izkIr djrk gS] lkexzh
mi;ksx djrk gS fdlh Hkh lsok dks fdjk;s esa
ysrk gS ;k viukrk gSA tokc nsus esa cgqr gh
dfBu iz’u ;gh gS fd] xzkgdksa dks D;ksa
ijaijkxr rkSj ls ljy] dk;j] funksZ"k vkSj
p;fur vufHkKrk ds fy, ekdZ fd;k tkrk
gS\ bu Qhpjksa dh izcyrk gh muds 'kks"k.k
dh vksj ys pyk gS] tks 'kfDr'kkyh O;kikfj;ksa
ds gkFkksa esa vgkl;d ew[kZ cuk nsrs gSa A

;g] ;w ,l vkSj ;w ds tSls fodflr ns’kksa
esa xzkgd lqj{kk vkanksyu ds fuekZ.k ds fy,
jkLrk iznku fd;k gSA  bl vkanksyu ckn esa
Hkkjr dks lfEefyr djds vU; ns’kksa esa QSyk
A  var esa] le; le; ij mfpr dkuwu }kjk
xzkgdksa dks lqj{kk djus dk drZO; ns’kksa ij
vk x;k gS A   .

vuqfpr O;kikj izfØvksa ls rFkk lsok esa
deh ls xzkgdksa dks j{kk djus ds laca/k esaa
xzkgd fØ;kdykiksa ds ifj.kkeLo:Ik Hkkjr
esa] xzkgd lqj{kk vf/kfu;e 1986  ikfjr
fd;k x;k A  ;w ,l vkSj ;w ds tSls] blds
igys fofHkUu dk;Zdykika ds {ks=ksa esa cgqr
lkjk dkuwu ikfjr fd;k x;k A  ij Hkh] bl
vf/kfu;e dks ns’k ds lekth; vkfFkZd dkuwu
ds bfrgkl esa ,d LrEJ ekuk x;k rFkk
xzkgdksa dh lqj{kk ds fy, ikfjr dkuwuksa esa ls
O;kid rFkk izxfr’khy dkuwu ekuk x;k A

cgqr gh eq[; vf/kfu;e

;gh izFke vf/kfu;e gS gS tks xzkgd dks
vius esa ,d fofHkUu oxZ ekuk vkSj dsUnz]
jkT; rFkk ftyk Lrj esa xzkgd lqj{kk ifj"kn
dh LFkkiuk ds fy, jklrk iznku fd;k A
bldk mn~ns’; Fkk] lqj{kk dk vf/kdkj] fooj.k
ikus dk vf/kdkj] pquus dk vf/kdkj] lqus
tkus dk vf/kdkj] fuokj.k ikus dk vf/kdkj
rFkk xzkd f’k{kk vf/kdkj tSls xzkgdksa ds vf/

kdkjksa dk lqj{kk djuk rFkk c<kuk A  ftykvksa]
jkT;ksa rFkk jk"Vªh; Lrjksa esa xzkgd leL;kvksa
dks U;k;fu.kZ;u djus ds fy, xzkgd fMLI;wV
jsMªly ,tsUlh dks Hkh LFkkfir fd;k ftlls
fd vklku] nzqrxfr rFkk de ykxr rFkk
f’kdkk;rksa ds fy, {kfriwfrZ fuokj.k lqfuf’pr
gks ldsa A

,llhMhvkjlh gfj;k.kk ds 'kCnksa esa] ^^
fof'k"V :Ik ls xzkgdksa dks vfrfjDr vf/kdkj

iznku djus ds fy, rFkk dkuwu esa vc miyC/
k vf/kdkjksa dks lqj{kk djus ds fy, ;g vf/
kfu;e ,d fgrdkjh lafof/k gŜ ^ rFkk ,d
^^vlk/kj.k vf/kdkj {ks=^^ gS A

vf/kfu;e }kjk foLrkfjr xzkgd lqj{kk]
vkSj Hkh nzqrxfr ls lsDVksjy vk’kkvksa dks
lqj{kk djus ds fy,] mlesa O;k[;kd‘r
lkexzh rFkk lsokvksa dks viukrk gS] fjtoZ
cSad vkWQ bafM;k us 1995 esa cSafdax vkWecqMLesu
;kstuk dks izLrkfor fd;k ftldks 2002 esa
la’kks/ku fd;k x;k A  bl ;kstuk us okf.kT;
cSadksa] {ks=h; xzkeh; cSadksa rFkk vuqlwfpr izkbejh
dks%vkijsfVo cSadksa dks vksecMLesu ;kstuk ds
vf/kdkj{ks= esa yk;k ftldk mn~ns’; Fkk
cSafdax lsokvksa  ls lacaf/kr f’kdk;rksa dk
lek/kku djuk rFkk cSad vkSj mlds la?kVdka
ds chp rFkk ,d cSad vkSj nwljs cSad ds chp
f’kdk;rksa dk lek/kku iznku djuk A

uoacj 11] 1998 dks dsUnz }kjk vf/klwfpr
fjMªly xzhfo;Ul fu;e] 1998 }kjk bl
;kstuk dks ikyu fd;k x;kA  blls chek
vf/kfu;e 1938 ds /kkjk 114] mi /kkjk 1 ds
v/khu chek vksecM~lesu dh fu;qfDr fd;k

x;kA  ij Hkh] vksecM~lesu ds lkeus
f’kdk;rh fo”k; dks] nkok ds dqy ;k vkaf’kd
fujkdj.k] nkokvksa dh fuiVku esa foyac] ,sls
nkokvksa ls lacaf/kr f’kdk;rksa dk dkuwuh
fuekZ.k] ikWfylh ds laca/k esa ns; izhfe;u ;k
tks izhfe;u tek fd;k x;k gS rFkk izheh;e
izkIr djus ds ckn Hkh fdlh chek MkdqesaV
dks tkjh u djus rd lhfer fd;k x;k A
ij vf/kfu.kZ; daiuh ij ca/kudkjh gS vkSj
cSafdax vksecM~lesu ;kstuk ds tSls] fu;eksa
ds v/khu dkbZ iqufoZyksdu dk izko/kku ugha
gSA

xzkgd f’kdk;r ls lacaf/kr dkuwuh QzseodZ
iwaWth ekdsZV rFkk E;wpqvy fuf/k;ksa esa FkksMk
lk fHkUu gSA  m|ksx ds v/khu xkgd lqj{kk
ds fy, bl lsDVkj esa dksbZ vlk/kkj.k vf/
kdkj {ks=h; izk/kdkjh ugha gS A  fuos’kdksa ds
fy, jsxqysVj ,lbZchvkbZ] daiuh ykW cksMZ]
vkfczVªVj] xzkgd f’kdkr fuokj.k ,tsUlh ;k
U;k;ikfydk gh miyC/k ekxZ gSA  okLro esa]
cgqr le; igys] ,lbZchvkbZ us bl lsDVkWj
ds fy, vksecM~lesu laLFkku dh LFkkiuk
dk vf/klwpuk nh ij bl vf/klwpuk dk
dk;kZuo;u] jksdk x;k] ftldk dkj.k
jsxqysVj gh mfpr :Ik ls tkurk gSA

bugkml e’khujh

xzkgd f’kdk;rksa rFkk leL;kvksa dk gy
fudkyus ds fy,] cSafdax] chek rFkk iwaWth
ekdsSVksa esa dkuwuh Lkajpuk dh miyfC/k ds
vfrfjDr] bl lsDVkWj esa bugkml jsMªly
esdfule Hkh miyC/k gSA  mPp Lrjh; vf/
kdkjh xzkgd f’kdk;rksa dks ns[krk gsaS A
,yvkbZlh esa] U;k;ikfydk ds iwoZ lnL;
dks nkok iqufoZyksdu lfefr esa nkf[ky fd;k
x;k gS] ftlls fd izpkyuks a ds fy,
fo’oluh;rk rFkk ikjnf’kdrk feyrk gSA
vkbZvkjMh, fu;a=.kks a ds vuqlkj] lHkh
chekdrkZvksa dks f’kdk;r fuokj.k e’khujh
fuekZ.k djuk gS A

lqj{kk djus] lsok djus ds fy,
—  xzkgd lqj{kk cgqr gh eq[; LFkku viukrk gS

KkulqUnje d`".kewfrZ fy[krk gS fd ljdkj vkSj m|ksx ls xzkgd rd] lHkh LVsdgksYMj]]
xzkgd gd dks iq"V djus ds fy, drZO; cn~/k gSA

ns’k ds lkekftd vkfFkZd oS/khdj.k ds
bfrgkl esa xkgd lqj{kk vf/kfu;e dks ,d

eq[; LraHk ekuk tkrk gSA

 dsUnzh; eqÌs
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ij Hkh] f’kdk;r fuokj.k] xzkgd lqwj{kk dk
vafre y{; ugha gS] tks ,d O;kid ?kVuk gS
tks okf.kT; ekdszV esa miyC/k gS ftlesa f’kdk;r
fuokj.k e’khujh dk LFkku vafre gS A

mn~ns’;ksa dks fuekZ.k djuk] lsokvksa ds
lkFk O;ogkj djus ds fy, mn~ns’; vkSj
ewY;] rFkk foi.ku ds pkj ih % izkMDV] ikhflax]
izeks’ku rFkk IyslesaV rd ,d O;kikjh la?kVu
dks vius izR;sd dk;Zdyki esa xzkgd lqj{kk
ij /;ku nsuk vko’;d gS A blds vfrfjDr]
u;s xzkgdksa dh ryk’k esa jgus oDr] igys gh
miyC/k xzkgdksa dks lqj{kk iznku dju ij Hkh
/;ku nsuk gSA

xzkgdksa dh lqj{kk ds fy, ;qukbVsM us’ku
ekxZnf’kZdk (th-ch- jsM~Mh }kjk ykW vkWQ
dUL;wej izksVsD’ku  (The United Nations
Guidelines* (Law of Consumer
Protection by Dr. G. B. Reddy) es a ]
mn‘ns’; ds :Ik esa] xzkgdksa dh lqj{kk miyfC/
k rFkk j[kj[kko] xzkgdksa dh vko’;drk rFkk
vis{kk ds vuqlkj forj.k iSVuZ rFkk mRiknu
lqfo/kk,aW miyC/k djuk] O;kikj esa yxs O;fDr;ksa
ds fy, mPp Lrj ds uSfrd O;ogkj dks
izksRlkfgr djuk] xkyh O;kikj in~/kfr;ksa dks
de djuk] Lora= xzkgd xzwiksa dks fodflr
djuk rFkk xzkgdksa ds lkeus de ykxr esa
vf/kd fodYi iznku djuk] j[kk gSA

Hkkjr esa xzkgd lqj{kk ifj"kn dk vtsUMk
;w ,u ekxnf’kZdk esa /kksf”kr lkekU; rRoksa
ls gh QSyrk gSA  bl n`f"Vdks.k ls ns[kus ij]
tc xzkgd lqj{kk vf/kfu;e ds v/khu dkuwuh
QszseodZ bu mn‘ns’;ksa dks pqus rkSj ij  vMªl
djrk gS bl laca/k esa okf.kT; ekdsV ij gh
cgqr lkjs fuHkZj gSA  mRiknu rFkk forj.k
iSVukZa dkss xzkgdksa dh vko’;drkvksa vkSj
vk’kkvksa ds izfr mRrjnk;h cukrs gq,] uSfrd
O;ogkj dks izksRlkfgr djuk] xzkgd f’k{kk
vk;ksftr djuk] vf/kd fodYiksa dks de ykxr
esa miyC/k djkuk vkfn ,sls {ks= gS ftlesa
m|ksx dks /;ku nsuk gSA  blds vykok]
fdlh Hkh O;kikjh laxBu ds fy, izkFkfed
fpUrk gS xzkgdksa dks muds fuf/k ds ykijokg
mi;ksx ls cpkuk rFkk lkekU; fo’okl LFkkfir
djuk A  ;gh og txg gS tgkaW fu;a=d]
m|ksx vkSj xzkgd xzwi eq[; dne viukrk gS A

mfpr fu;a=.k] v/kh{k.k rFkk ekxn’kZu
?kks"k.kkvksa ds vf/knsf’kr d̀R;k }kjk bu mn~ns’;ksa
dks fu;a=d ikus dk iz;Ru djrk gSA
ik W fylhgk sYMj bUVj sLV j sx qy s’ku dk
vkbvkjMh, }kjk lqj{kk] ,uch,Qlh }kjk
tekvksa dh izkfIr ij izfrca/ku vkSj  fcuk
izkFkZuk fd;s ØsfMV djus ds lca/k esa ekxZnf’kZdk
vkSj e~;wpqvy Q.M ds fy, ,lbZchvkbZ ds
foKkkiu dksM] xkgd lqj{kk ds fy, fu;a=h;
vr%{ksi dk dqN mnkgj.k gSA

ifCyd rFkk izkbosV nksuksa lsDVkWjksa esa m|ksx
dks cksMZ izcaf/kr daifu;ksa }kjk izca/ku fd;k
tkrk gSA ikWfylh fu.kZ;] ftlesa lkexzh
fMtkbu vuqeksnu Hkh lfEefyr gS] ;g cksMZ

Lrj ij fy;k tkrk gSA  fu;a=.kh; fu;eksa
dks vuqikyu djus ds lkFk lkFk] cksMZ]
ffu"iknu dks iw.kZ :Ik ls fo’ysf”kr djds
daiuh dk ekxZ dk fu.kZ; ysrk gS vkSj blfy,
xzkgdksa dks lqj{kk iznku djus dh nkf;Ro ls
foLe‘r ugh gks ldrs gSA  vkt ds ctoMZ]
dkiksZjsV xouZUl] iwjs ls iwjs] daiuh }kjk O;kikj
esa uSfrd O;ogkj ds ckjs esa gS A

blds lkFk tqMs gS Lo fu;af=r laxBuksa
dk nkf;Ro] ftudk xzkgd lqj{kk dh vksj
drZO; Hkh gSA mudk ljdkj rFkk fu;a=dksa
ds lkFk fj’rk] xzkgd lqj{kk ij /;ku nsrs
gq, foi.ku ls lacaf/kr fo”k;ksa esa m|ksx dk
varfuZfgrrk dks c<krk gS A  mnkgj.k ds
fy,] vkj vkj Mh , ds v/khu E;wpqvy QUM
rFkk chek ifj"knksa ds fy, vlksfl;s’ku (chek
vf/kfu;e ds v/khu fuekZ.k fd;s tkus ij
Hkh) xzkgd lqj{kk dks izksRlkfgr djus esa Lo
fu;af=r laxBu dk dk;Z fu”iknu djrk
gSA

nksuksa lkafof/kd rFkk vlkafof/kd nksuksa
xzkgd xzwi] viuh vksj ls xzkgd dY;k.k ds

fy, cgqr va’knku nsrs gSaA  lkafof/kd ifj"knksasa]
ftUgsa xzkgd lqj{kk vf/kfu;e ds v/khu fuekZ.k
fd;k x;k] lacaf/kr ljdkjksa ds ikWfyfl;ksa
dks vius ofdZax xzwi }kjk izHkko Mkyrs gSaA
1997 esa ljdkjh foHkkxksas rFkk ifCyd lsDVkWj
vUMjVsfdax }kjk flfVtu pkVZl dks viuk;s
tkuk] ftls Hkkjr ds xzkgd lqj{kk dh bfrgkl
dk eq[; ?kVuk ekuk tkrk gS] bu ifj"knksasa
ds dk;Z dk ifj.kke gS A

vlkafof/kd xkgd laxBu lkekU;r%
O;fDrxr f’kdk;rksa ij /;ku nsrs gS vkSj
m|ksx ds lkFk vknku&iznku djrs gq, mldk
gy fudkyus dk iz;Ru djrk gSA  ij Hkh]
mlesa ls dqN] tSls vgenkckn ds euqHkkbZ
‘'kk ds lhbZvkjlh] xzkgd }kjk lkexzh
rFkk lsokvksa dks [kjhnus ;k fdjk;s esa ysrs
oDr mUgsa izdV gksusokys tksf[keksa dks lkeus
ykus dk csgrj lsok iznku dj jgk gSA

ns’k esa xzkgd lqj{kk dks lqfuf’pr djus
ds fy, blls lacaf/kr ny fofHkUu dne ys
ldrs gSaA  blesa dqN fuEu gS:

dsUnzh; ljdkj

 1. flfVtu pkVZj dks iqu%izorZu rFkk
iqufoZyksdu djuk rFkk mls izkbosV
lsDVkWj chek daifu;ksa rd ys tkuk

  2. muls U;k;fu.kZ;u ds v/khu vkusokys
f’kdk;rksa ds fo"k; oLrq dks foLrkj
djds chek vksecMlesu dh laLFkku
dks lqn`< djukA ;g gky gh esa /;ku
esa vk;k gS fd] chek ifj"kn ds xofuZax
ckWMh us ukuykbQ ikWfyfl;ksa ds
iqu%uohdj.k dkss budkj djus ls lcaf/
kr f’kdk;rksa dks izkIr u djus ds
fy, funs’k fn;k gS fof'k"V :Ik %
esfMDysbe] bl ckr ds ckotwn Hkh
fd] vkjihth fu;e 1998 ds /kkjk
(12) (3) ds v/khu] vksecleu dks gh]
f’kdk;r fopkj djus ;ksX; gS ;k ;k
ugha] bl fu.kZ; ysus dk vf/kdkj fn;k
x;k gS A ,sls var%{ksi] xzkgd lqj{kk
ds fy,] ,sls laLFkku dh LFkkiuk dk
mn~ns’; dks gh uk’k dj nsrk gS A

3. vksecM~lesu dks mfpr izkf/kdj.k
lkSaiuk ftlls fd funsZ’kksa rFkk vokMksZa
dk vuqikyu lqfuf’pr fd;k tk, A

xzkgd lqj{kk ds fy, vfre y{; f’kdk;r
dk fuokj.k ek= ugha gS] tks O;kid ?kVuk
gS] ftlesa f’kdk;r fuokj.k e’khujh viuk

LFkku var esa ysrk gS A

 dsUnzh; eqÌs
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4. iqu%foyksdu izkf/kdkjh] tSls eq[;
vksecMLesu ls vokMksZa ds fo#) vihy
djus vuqefr nsuk A

vkbZvkjMh,

1. Qkby v.M ;wl iz.kkyh dks fudkyrs
gq, lkexzh vuqeksnu dks lqn‘< rFkk
LVªheykbu djus A  izfr;ksxh flusfj;ks
esa lkexzh foHksnhdj.k dh Lora=rk ,d
vko’;d ;k vfuok;Z faLFkfr (Sine
qua non) gksrs gq, Hkh] dN ewy
uhfr;ksa k Iys;jksa ds chp lkekU; gksuk
pkfg,] ftlsfu;a=d }kjk lqfuf’pr
fd;k tkuk gSA  mnkgj.k ds fy,
,yvkbZh ikWfyfl;ksa esa nq?kZVuk ykHk /
kkjk dks  yhft, ftlesa ewy esa dgk
x;k Fkk fd e‘R;q] nq?kZVuk ls 90
fnuksa ds vUnj gks tkuk gSA xzkgd xwi
rFkk dkuwu fuekZ.kdrkZvksa ds var%{ksi
ls] mls 120 fnuksa rFkk ckn esa 180
fnuksa rd la’kks/ku fd;k x;k A  ih,l;w
uku&ykbQ ikWfylh;ksa ds fo"k; esa 12
eghus rd vof/k fn;k tkrk gSA  ij
dqN futh lsDVkWj ikWfyfl;kaW vc Hkh
90 fnuksa dh vof/k j[kk x;k gSA  fQj]
ih,l;w esfMDysbew ikWfylh;kaW] ftugsa
O;kikj iwoZlxZ ds ctk;] ,d gsYFkdsj
dh lkekftd vko’;drk dks iqfrZ
djusokys ds :Ik esa ns[kk tkrk gS  jksxksa
ds iwoZ miyC/krk dks fu/kkZj.k djus ds
laca/k esa vU; ih,l;w ikWfyfl;ksa ls
vofPNUurk iznku djrk gS] tcfd
i z kbo sV l sdVk W j i k W fyfl;k a W
ikWfyflgksYMjksa ds fy, bl ykHk ls
budkj dj nrk gSA

2. dqN Ikh,l;w ds tSls] chek daiuh;ksa ds
cksMZ esa de ls de xzkgd xzwi ds ,d
lnL; jgrs gSa bls lqfuf’pr djuk A

3. fu;fer vof/k esa ehfM;k }kjk xzkgd
f’k{kk dk;ZØe vk;ksftr djus rFkk
bl dk;Z ds fy, fuf/k iznku djuk A
de izHkkoh Qksu bu dk;ZØeksa dks iSuy
okrkZyki ls izfrLFkkiuk djuk] ftlls

fd le; dk mfprmi;ksx gks lds
rFkk Li"V Hkh jgsa A

4. i;kZIr deZpkfj;ksa ds lkFk vksecMLesu
dk;kZy;ks a dks lqn‘< djus rFkk
nckoiw.kZ dsUnzksa esa vfrfjDr vksecM~lesu
dk fu;qDr djukA tgkaW fjDrrk gS
ogka W iqu%LFkkiu kh?krk ls djuk
lqfuf’pr djsa A

5. lqizfln~/k ,tsUfl;ksa }kjk daifu;ksa dk
jsfVax izLrkfor djuk

6. xzkgd lqj{kk dh vko’;drkvksa dks eu
esa j[krs gq, e/;orhZ;ksa ds fy, izf’k{k.k

rFkk ykblsfUlax iSjkehVjk s a dk
iqu%foyksdu djuk.

7. lkexzh lkfgR; esa rFkk daifu;ksa ds
okf"kZd izfrosnuksa esa Ik;kZIr fooj.k dk
izdVu lqfuf’pr djuk

daifu;kaW

1. cksMZ Lrj xzkgd dk;Zdyki lfefr dk
fuekZ.k djuk] xzkgd dk;Zdkjksa dks
lfEefyr djuk] xzkgd lqj{kk ls lanfHkZr
djrs gq, d`R;ksasa dks fu/kkZfjr vof/k esa
iqu%foyksdu djuk A  bl laca/k esa
,yvkbZlh dk mnkgj.k mYys[kuh; gS A

2. xzkgd lqj{kk izdj.kksa esa lkafof/kd] Dokfl
U;kf;d rFkk U;kf;d izkf/kdj.kksa }kjk
tkjh fd;s x;s fu.kZ;ksa ds lanHkZ esa
lkexzh fodkl rFkk iqu%fMtkbu djuk
viukuk A  igys gh miyC/k xzkgdksa
dks ck/kk igqaWpkrs oDr]  Hkfo”;y{kh
izHkko :Ik ls gh lkexzh ds fuca/ku
rFkk ’kkrksZa dk la’kks/ku djukA

4. dkiksZSjV xouZsUl ij eq[;r% /;ku nsuk

Lo&fu;a=.k laxbu

1. uku VSfjQ lkexzh ewY; ij ,d fuxjkuh
j[kus rFkk bl dk;Z ds fy, fo’oluh;
MkVkcsl dks fuekZ.k djuk A  bl
fn’kk esa ykbQ bU’kqjsUl ifj”kn }kjk
,e,evkbZch dk fuekZ.k djuk ,d
Lokxr ;ksX; dne gSA

2. xzkgd lqj{kk fuf/k fuekZ.k djuk vkSj
mls daifu;ksa ds rFkk xzkgd xzwiksa ds
xzkgd lqj{kk dk;Zdykiksa dks leFkZu
nsus rFkk foRr iznku djus ds fy,
mi;ksx djuk A

xzkgd

xzkgd] ew[kZ jgus dk vius O;fDRkRo dks
NksM jgs gS rFkk mfpr :Ik ls fooj.k izkIr]
ekaWx Hkjs rFkk cqf)eku O;fDr cu jgs gS]
ftlls xzkgd ‘'kfDr lehdj.kksa esa cnyko
viuk jgs gS] tc os lqj{kk ekaWx dj jgs gSa rks
viuh vksj ls vksojcksMZ gksuk ck/;dj gS A

,llhMhvkjlh gfj;k.kk ds 'kCnksa esa ^^
fof/k dk O;ogkj’kkL= dk ifo= fu;e cgqr
nh?kkZof/k ls ,slk jg pqdk gS fd tks U;k;laxr
vlk/kkj.k vf/kdkfjrk ds fy, ekaWx djrk gS
(dkuwu esa lk/kkj.k rFkk vkSipkfjd dks
NksMdj)  mUgsa mls vR;ar bZekunkjh ls rFkk
rF;ksa dks u fNikdj o izR;{k :Ik ls nck;s
;k Hkzked c;ku ds fcuk djuk gS A  vkns’k
esa fln~/kkar dk  fu"d"kZ fn;k x;k gS fd
vkosnd dks ,sls vf/kdkj {ks= ds txgksa esa
lkQ gkFkksa ds lkFk vkuk pkfg, A ^^

xzkgdksa dk cwgrj :Ik ls fooj.k izkIr rFkk
ekaWx Hkjs O;fDr cu tkus ds dkj.k] tc os
lqj{kk dh ekaWx djrs gSa rc mUgsa viuh vksj

ls ,ckso cksMZ jguk vfuok;Z gS A

 dsUnzh; eqÌs

ys[kd gS lsokfuòRr v/;{k] ykbQ bU’kwjsUl
dkiksZjs’ku vkWQ bafM;k rFkk egkjk"Vª vkSj
xksok esa chek vksecMlesu dk lsok fd;k
gS A
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vU; fdlh O;olk;] O;kikj vkSj is”kkvksa ds
rqyuk esa chek O;kikj dk O;fDrRo vyx gSA
chek Hkfo’; dk doj gS] ;g Bsds ds v/khu
doj fd;s x;s vukokl ?kVuk ds ?kVus ij
QqVdj gSA vxj Bsds “krksZa dk vuqikyu
fd;k tkrk gS rks ;g Hkfo’; esa {kfriwfrZ djus
ds fy, fyf[kr vkz”oklu gSA

fcØh ds le; fyf[kr vk”oklu dk
dkxt ek= gh vknku iznku fd;k tkrk gSA
chekdrkZ xzkgdksa dks Bsds ds ‘'kCnkss] fo’okl
rFkk fu"Bk  ds vuqlkj fo’oluh; ikVhZ ekurs
gS A  tc iwNk rkgk gS] rc bl vk’oklu dks
fjMhew djus dh ‘'kfDr]] chekdrkZ ds ikl
gh gSaA  bU’kwj fd;s x;s O;fDr bl fo"k; esa
'kfDrghu gS vkSj vius izkI; dks izkIr djus
ds fy, iw.kZr% chekdrkZ ij fuHkZj gS A

leL;k dk gy

T;knkrj leL;k,aW vDlj iznku fd;s
tkusokys vk’okluksa ds fo"k; ls mRiUu gksrk
gS vkSj ;g xzkgdksa dks dfBukbZ;ksa esa Mky nsrk
gSA  leL;kvksa dk gy dkuwuh rkSj ij fudkyuk
cgqr gh egaxk gS rFkk le; viukrk gSA
tcfd chekdrkZ ds ikl] var rd vius fopkj
ij n< jgus ds fy, dkiksZjsV foRrh; 'kfDr
gS] xzkgd] eq[;r% jhVsby O;fDr ds ikl ,sls
djus ds fy, de foRrh; lalk/ku miyC/k gS A

tSls fd chek] lekt dks ykHk iznku djus
ds fy, ,d vkfFkZd lqj{kk usV gS] vf/kdkfj;ksa
us blesa var{ksi djds] o;fDrxr fu.kkZ;dksa
ls lanfHkZr djds] lqfuf’pr fd;k gS fd
leL;kvksa dk ,den fuiVku n`rxfr ls gks
tk,A  ljdkj us] dkiksjsZV 'kfDr dh nq#Ik;skx
ls xzkgdksa dks lqj{kk pkfg, ,sls le>dj] oSdfYid
fuokj.k eSdfule izLrkfor fd;k gS A

blesa dkSu lh esdfule miyC/k gS vkSj
;g fdruh izHkkoh dk;Z dj jgh gS\

vius LosPNk ls] xzkgd f’kdk;rksa dk gy
fudkyus ds fy,] chekdrkZ] Lo;a vkarfjd
lsy dk lsV vi djrs gSA

ljdkj esa vke turk ds f’kdk;rksa ds
fy, funs’kky; miyC/k gS] tks xzkgd f’kdk;rksa
ij dkjZokbZ ysrk gSA

1. xzkgd lsokkvksa esa foyac ds ckjs esa dkjZokbZ
ysus ds fy, QkWjeksa dks xzkgd lqj{kk
vf/kfu;e 1986 ds v/khu LFkkfir fd;k

x;k gS A buessa iznk;dksa ij ca/kdkjh
lkj fu.kZ; tkjh djus dk vf/kdkj jgrk
gSA

2. # 20 yk[k rd jde ds fy, O;fDrxr
nkokvksa dks ijh{k.k djus] chekdrkZ vkSj
chekd`r ds chp e/;Lrrk rFkk lqyg
djus ds fy, ljdkj us ,d vksEkcMLesu
dk psbu lsVvi fd;k gSA

3. fu/kkZfjr rjhds ls chekdrkZ }kjk] xzkgdksa
dh f’kdk;rksa ij /;ku nsus ds fy,]
vkbvkjMh, us ca/kudkjh fu;a=.k tkjh fd;k
gSA  okLro esa] vkbZvkjMh, dk eq[;
dk;Zdyki] chekdrkZvkssa ls dkjZokbZ djus
esa xzkgdksa dh ekaWx dk lqj{kk djuk gSA

4. tgkaW ns;rkvksa dks eku fy;k x;k rFkk
ns; jde dh ek=k ds ckjs esa le:k gS]
ikWfylh lkekU;r% ek/;LFke ds fy, iznku
djrk gSA

5. vxj ns;rk gh leL;k;qDr gS rks] chekd̀r
dks flfoy U;k;ky; esa tkus dk fodYi
miyC/k gSA

6. eksVkWj Vhih nkokvksa ds ckjs esa dkjZokbZ
ysus ds fy, vyx ,e,lhVh fVªC;wuy
miyc/k gSA

7. eksVkj Vhih leL;kvksa dks fuiVkus ds
fy, vkSj esdfule ds :Ik esa yksd
vnkyr dke djrk gSA

leL;kvksa dk gy fudkyus ds fy, brus
cMh la[;k ds esdfule gksrs gq,] xzkgd vDlj
f’kdk;r djrs gSa fd chekdrkZ vDlj lgh
nkok dks bUdkj djus ;k foyac djus ds fy,
lqjk[k ds fy, ns[krs gSa A fu.kZ; ikus esa
yxusokyh vof/k ij /;ku nsrs gq, rFkk chekd̀r
ds Ik{k esa tkjh U;kf;d vokMZksa ds fo#) mPp
Qkjeks esa tkus ds laca/k esa chekdrkZvksa ds
Kkr gBhykiu ds dkj.k ls xzkgd lkekU;r%
flfoy U;k;ky; esa tkus fgpdrs gSaA

,Mhvkj lalk/ku fdrus vPNs gS ?
• izpkyu dk;kZy;ksa esa fufeZr f’kdk;r

fuokj.k lsy xzkgdksa ds chp fo’okl dks
fuekZ.k djus esa foQy gq, gS] izpkyu
dk;kZy; ogh gS ftlds fo#) f’kdk;rs
fd;k tk jgk gSA  muls ;k muls fu;af=r
foaxksa ls dqN fopkj 'kfDr ns[ksus ;k
fdlh Hkh leL;k esa vius fLFkfr cnyus
dh vk’kk djuk cgqr gh mPp vk’kk gS A
izpkyu dk;kZy;ksa ds Lrj esa chek esa
Hkkzr̀Ro vkSj ,d rF; gSA

• vke turk f’kdk;r funs’kky; ,d
vfu;af=r 'kklu gS vkSj ;g vfu;af=r
‘kklu dSlk dk;Z djrk gS bls tkuusokys
dks NksMdj vU;ksa ds fy,] fdlh le;kof/
k esa dksbZ vFkZiw.k ewY; ugha fn;k gS A
;g jhVsby xzkgd ds fy, mi;ksxh ugha
gS A

• xzkgd Qkje fu.k; ysus esa foyac ls
lacaf/kr leL;kvksa ij dkjZokbZ ysrk gS
vkSj lkekU; rkSj ij ns;rk lacaf/kr
leL;kvksa ls dkjZokbZ ugha ysrk gSa A  ij
;s jhVsby xzkgdksa ds fy, vPNk lsok
iznku fd;k gSA ij Hkh] dkiksZjsV xzkgd
dks Hkh xzkgd QkWje esa tkus vuqefr fn;s
tkus ds dkj.k] U;k; ikus esa foyac gksrk

nkok vkSj fuiVku ds chp esa csyfoDl djsA
— uku ykbQ bU”kqjsUl esa xzkgd lqj{kk

vius Bsdsnkjh nkf;Ro ds Hkkx ds :i esa chekdrkZ vius xzkgd ds fy, cgqr lkjs dj ldrs gS]
fy[krs gS th oh jkWo] blds vfrfjDr ;g Hkh fy[krs gSa fd ;s mudk drZO; gh ugha cfYd

izfr;ksxh ekdsZV esa cMs fHkUudrkZ gSA

tc chekdrkZ ds ikl vius LVkUM esa
fuf’pr jgus ds fy, foRrh; ;’kfDr gS] ij
xzkgd] eq[;r% jhVsby O;fDr ds ikl] ,sls
djus ds fy, lhfer lalk/ku gh jgrk gSA
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gSA  jhVsby xzkgdksa dks cgqr ck/kk igqaWprk
gSA  vkSj Hkh] chekdrkZ] varfufgZr uhfr;ksa
ls vlac) gksrs gq,  os jk”Vªh; QkWje ds
Åijh Lrj ij tkrs gSa A  ;g izfØ;k ds
fy, lsVcSd ds :Ik esa dk;Z djrk gS A

• vksecM~lesu] chekdrkZ ds e/;orhZ ds
}kjk lsV vi fd;s tkus ij Hkh] os ftrus
izHkkoh gks ldrs gS ml gn rd m|ksx
ls leFkZu ugha ik jgk gS A  muesa e/
;LFk djus ds fy, vf/kdkj ugha gS vkSjl
muds fu.kZ; ij Hkh vkifRr izdV dj
ldrs gSA  os leL;kxr I{kksa ds chp e/
;xrk vkSj lqyg dj ldrs gSA  ;s nyksa
ds chp fHkUu dks fcztdjus esa mUgsa de
izHkkoh cuk nsrk gS A

• vkbZvkjMh, us] fu.kZ; ij gh u gkssrs gq,
Hkh] xzkgdkas ds fy, rqjar nkok fuiVku
izfØ;k ds fy, vk”kk nsusokys n`< o
ca/kudkjh fu;a=.k dks tkjh fd;k A ij
chekdrkZ ds ikl] le;kof/k ds vuqikyu
dks vuqoh{k.k djus ds fy, dksbZ vkarfjd
iz.kkfy;kaW ugha gS A  chekdrkZ dks
vkbvkjMh, f’kdk;rsa tks mUgsa lanfHkZr
fd;k tkrk ml ij vf/kd xaHkhjrk fn[kkus
dh vko”;drk gSA

• e/;LFkrk esdfule Hkh le; ysrk gS]
D;ksafd ny vius vModsV dks fu;qDr
djrs gS vkSj U;k;ky; izfØ;kvksa dk
vuqikyu djuk gSA  tsls fd bl iz.kkyh
esa vModsVksa dks fu;qDr fd;k tkrk gS]
e/;LFk O;fDr;ksa dks gQrs ds var esa
cSBus ds fy, dgk tkrk gS rkfd muds
U;k;ky; dk;kZy; esa dksbZ ck/kk iMsa A
yxkrj flfVXl dfBu gks tkrk gS] ftlls
fd fcyac gksus yxrk gSA.

• xzkgdksa dks flfoy U;k;ky; esa Hkxkus ds
fy,] vuko”;d dkj.kksa ij nkokvksa dks
bUdkj djus esa yxs chekdrkZ vkt dk
fodflr VªsaM gks jgk gSA  vDlj dksbZ
dkj.k ugha fn;k tkrk A  nkok /kkj.kh;
ugha gS ;g c;ku gh nkokvksa dks budkj
djus ds fy, i;kZIr gSA.

xzkgd QkWjeksa ds vykok] vkSj dqN gn
rd vksecM~lesu ds vykok] ,Mhvkj esdfule]
xzkgdks dh vk”kkvksa dks lqj{kk djus esa cgqr
gh vi;kZIr fu:fir gqvk gS A

cSdksa esa vksecM~lesu dk Hkkx

vksecM~lesu ;kstuk esas 2002 dks la’kks/
ku fd;k x;k vkSj vc fof'k"V leL;kvksa esa
,d ek= e/;LFk ds :Ik esa dke djus dk
vf/kdkj iznku fd;k x;k gSA  ,sls izdj.kksa
esa] ckf/kr ny }kjk vksecM~lesu dks ,dek=
e/;LFk ds :Ik esa iwNdj uksVjkbt fd;s x;s
'kiFki= izLrqr djuk gSA f’kdk;r esa] xokgksa
ds vykok nLrkost tks izLrqr fd;k x;k gS
mls ijh{k.k djds leL;kvksa ij /;ku nsuk
gS A vksecM~lesu ls mlds fuiVku ds fy,
leL;k;qDr nyksa dks vU; QkWje ls is’k
djus ds fy, lq>ko fn;k tk ldrk gSA  os
vkfczVªs’ku rFkk duflfy;s’ku vf/kfu;e 1996
ds izko/kkuksa dks vIykbZ djsxs A

lqyg rFkk e/;xrk ds v/khu vokMksZa ds
izorZu ds fy, lkQ ikWfylh Hkh gSA  rF;ksa
dh xhyr izLrqfr ls ;k cSafdax iz.kkfy;ksa ds
fy, ,d xyr iwoZ mnkgj.k izLrqr gksus ls
vxj ,d cSad dks ck/kk igqaWprk gS rks cSad]
vius eq[; dk;Zikyd ls  vkjchvkbZ] tks
iqu%foyksdu izkf/kdkjh gS] ds lkeus ,d
iqu%foyksdu vthZ is”k dj ldrk gSA  vxj
;g izdj.k iqu%foyksdu ds fy, ;ksX; ikrk
gS rks iqu%foyksdu izkf/kdkjh] fojks/kh i{k vkSj
vkscM~Lesu dks viuh fVIi.kh Hkstus ds fy,
dgsxkA mlds ckn iqu%foyksdu izkf/kdkjh]
vksecM~lesu dks vius Lo;a ds vafre
n`f’Vdks.k ls funs”k ns ldrk gSA

,sls yxsxk fd mi;qDr lkE;;qDr rFkk
mfpr izfØ;kvksa dks nksuksa vkarfjd f”kdk;r
iz.kkfy;ksa rFkk chek m|ksx esa vksecM~lesu
}kjk vc iznku fd;s tk jgs vokMksZa esa
dk;kZUo;u fd;k tk ldrk gSA  tSls fd
cSafdax lsDVkWj  esa fd;k x;k g oSlsS chek esa
vksecM~lesu ;kstuk dks mlds izkjaHk ls la”kks/
ku ugha fd;k x;k gSA

vkbZvkjMh, ls f’kdk;r djus ds igys
xzkgdksa }kjk igys vksecM~lesu ls ;k

chekdrkZvksa ds f’kdk;r fuokj.k lsy ls
lanfHkZr djuk vfuok;Z djus ls] chekdrkZvksa
ls fd;s tk jgs foyac ds rqyu ij chekdrkZ
ds dk;ksZa ij /;ku nsus esa lgk;rk djsxkA
vkbZvkjMh, dks xzkgdksa ds chp vlarq’Vrk
ds nks lsV ds chp foHksn djuk gSA

chekdrkZvksa dks D;k ijs”kkuh gS\

chek m|ksx ds fy, lPpkbZ dk ?kMh gS
nkok gSaMfyax A  ,dkf/kiR; “kfDr vkSj fiNys
rhu n”kdksa ls fodflr laLd̀fr us deZpkfj;ksa
ds chp] vxj os lk/kkj.k nkf;Ro fuHkk jgs rks
Hkh] i{kikr fuiVku dh izo`fRr dks c<k fn;k
gSA  u rks mnkjrk dh “kfDRk ;k fu;=.kh;
ncko muds dk;Z djus dh rjhdk dks ;k
xzkgdksa dh vksj uSfrdrk dks cnyk gS A

xzkgdksa ls QhMcSd rFkk leL;k dk lek/
kku nsusokys vfLrRo dks chekdrkZvksa }kjk
nqyZHk ls iMk tkrk gS] fo”ysf’kr fd;k
tkrk gS ;k viuk;k tkrk gS A  fofHkUu
U;kf;d mRizsj.kkvksa ds ckn Hkh vius iwoZ
ekudksa ij fLFkj jguk v{kq..k :i ls tkjh
gS ftlls fd vc rd vUMjOjkbfVax ;k
nkok gSaMfyax izfØ;kvksa esa dksbZ fodkl ugha
gS A

iwoZ xyfr;ksa ls lh[kus ls budkj djuk]
Lora= :i ls fn[kkus ij Hkh] xyr Nfo ds
fy, ftEesnkj gSA  chekdrkZ dks ;g tkuuk
gS fd os D;ksa ,slk djuk tkjh j[ks gSa \  ;g
le; gS fd os vius vfHkizsj.kk dks vke
turk ls okLrfodrk fn[kk;s A

bl m|ksx esa vc Hkh 15 yk[k nkok fcuk
fuiVku fd;s iMs gS] tks 2004%2005 ds var
esa #-18]000 djksM rd ykWd vi fd;k gSA
yxHkx 80 izfr”kr] vf/klwpuk ls 6 eghus
dks ikj djds cdk;k gSA  m|ksx us nkok dh
vksj vkSlre #-10000 djksM Hkqxrku fd;k
gSA  mldk ldy izhfe;e olwyh #-18000
djksM gSA

xzkgd vis{kkvksa ds lkFk O;ogkj djuk

xzkgd chekdrkZ ds rqjar dkjZokbZ] vius
nkok dk lgh ewY;kadu dh vis{kk djrs gS
rFkk muds nkok dks D;ksa ,d fof'k"V jde
ls fuiVk;k tkrk gS ;k muds nkokvksa dks
D;ksa dkj.k tks mudh vksj ls lgh yxrk gS

vksecM~leu ] ;g cgqr izHkkoh gks ldrk gS
bl n‘f”Vdks.k ls] m|ksx ds leFkZu ls
larks”k gksus ds tSls ugha nh[krs gSa A
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ds ckotwn Hkh fujLr fd;k tkrk gS ;s tkuus
vis{kk j[krs gSA nkok gSaMfyax izfØ;kvksa dks
xzkgd dh vko”;drkvksa ds vuqlkj muds
ifjizs{; esa ljs[k.k djuk gSA

xzkgdks dks mudh vis{kk dks O;oLFkk djus
ds tSls i;kZIr rFkk mfpr fooj.k iznku
djuk gS & izfØ;k dk Li’Vhdj.k] nkok ij
O;ogkj djusokys O;fDr] izfØ;k esa yxusokys
le; rFkk fuiVku jde ds fy, dkj.k rFkk
mlds fujLr djus dk dkj.k xzkgd dks
iznku djuk A  vsi{kkvksa dh O;oLFkk djus
ds fy, lqLi’V laizs’k.k ,d ek/;e gS rFkk
chekdrkZvksa us viuh laidZ {kerk rFkk
izfØ;kvksa dks fodflr djus ds fy, cgqr
de iz;Ru fd;s gSA

chekdrkZvksa ds chp cgqr gh cMh Hksnd]
lPpzs rFkk ǹrxfr ds nkok fuiVku esa gS vkSj
nke ;k dojst ij ughaA chekdrkZ bl fo’k; esa
lPpkbZ ij /;ku nsus ls budkj dj jgss gSa A

fofHkUu ,Mhvkj esdfudleksa ds }kjk muds
fo#) izpkj fd;s tkusokys xzkgd mnklhurk
dks ikj djus ds fy, chekdrkZvksa dks cgqr
dk;Z djuk gSA  fuEu esa ls dqN lq>koksa ij
fopkj fd;k tk ldrk gS:

• xzkgdks a dks vf/kd f’kdk;r djus
izksRlkfgr djsa] os gh ml O;fDr gS tks
vkieas d;k xyrh gS mlss crk ldrs gS A.

• gSaMfyax izfØ;kvksa dks ,sls iqu%O;oLFkk
djsa ftlls fd xzkgd tks eq[;rk pkgrk
gS mlls vuqfØ;k”khy gks ldsa A

• vkids f’kdk;r fuokj.k lsy rFkk
izfØ;kvksa dks fodkl djus ds fy,
fu;fer :i ls ys[kkd`r djsa A

• xzkgdksa dks vkiij fo”okl mRiUu djus
ds fy, fo”oluh;rk rFkk QSlyk esa
Lora=rk dks ykus ds fy, lsyksa dks
iqu%vk;kstu djsa A a

• vkids nkok gSaMfyax foHkkx esa ,sls dk;Z
izd`fr dks ys vk;sa fd og xzkgd ds fy,
dk;Z djrk gS rFkk muds ifjizs{; esa
dke djrk gSA

• fu.kZ;ksa esa lPpkbZ] rRdky rFkk ,d:irk
dks lqfuf”pr djsa A

• mPp U;kf;d Qkjeksa esa izdj.kksa dks
varfuZfgr ykxrksa dk vkdyu djsa A
;g uhfrijd jguk gS u fd xzkgdksa dks
naM nsusokyk A

• U;k;ky; ds fofHkUu QkWjeksa esa vkids
fo#) fd;s x;s fu.kZ;ksa ds =fV;ksa ls
lh[ksa A  yxkrkj =qfV;kaW djus esa yxuk
cgqr gh egaWxk gSA

• ,evkbZ,l ds Hkkx ds :i esa xzkgd okn
fookfnr nkokvksa dk iqu%foyksdu djsa A

• f’kdk;r iz.kkfy;kaW dSls dke djrs gS
bldk vuqoh{k.k djsa vkSj lsy lsVvi
dk fu’iknu dks ewY;kadu djsa A

,Q,l, dk ekWLVj Iyku

;w ds ds foRrh; lsok i z k f/kdkjh
(,QMh,l,)) us gky gh esa ;awds chdrkZ ds
nkok gSaMfYax izfØ;kvksa ij rFkk jhVsby xzkgdksa
dh vksj O;ogkj ds ckjs esa fpUrk O;Dr fd;k
gSA mlus Hkfo’; fujh{k.k dks lqn`< djus ds
fy, chekdrkZ }kjk jhVsby xzkgdksa ds nkok
gSaMfyax esa vUrnZ̀f’V iznku djus rFkk le>us
ds fy, ,d f”k{k.k vk;kstu djus dk fu.kZ;
fy;k A

og izFker% chekdrkZ dks ,d iz”ukoyh
Hkstus izLrkfor fd;k gS rkfd vkarfjd lsok
ekudksa ds ckjs esa tku ldsa] ftlds ckn
iz.kkfy;ksa rFkk vkarfjd fu;a=.kksa ds vuqikyu
lqfuf”pr djus ds fy, rFkk fooj.k ikus ds
fy, muds dk;kZy;ksa esa nkSjk izLrkfor fd;k
gSA  mUgsa blds fy, xokg pkfg, fd chekdrkZ
vius nkok gSaMfyax lsokvksa dks fo”ys’k.k
djus rFkk fodflr djus ds fy, ,e vkbZ
,l dk mi;skx dj jgs gS rFkk ofj’B izca/ku
dks blls vDlsl gS rFkk fooj.k ij dk;ZokbZ
dj jgs gSA  ,Q,l, us /kks[kk dks ml {ks= ds

:i esa fpUrk izdV fd;k gS] ftlij chekdrkZ
dks /;ku nsuk gS A  fujh{k.k esa /kk[kk ds
fojks/k j.kuhfr dks doj djsxk rFkk tkaWp
djsxk fd ;g xzkgd n`f’Vr vkarfjd nkok
gSaMfyax ekud ls larqfyr gS A  ,sls ekudksa
dks deZapkjh ikyu dj jgs gS bls lqfuf”pr
djus ds tSls fu;fer :i ls iqu%foyksdu
fd;k tkuk gSA

fofFkUu ,Mhvkj lalk/kuksa ds QSlykvksa
ls i;kZIr xokg gS fd chekdrkZ vius Bsds
nkf;Roksa dks iwfrZ djus ds vax ds :i esa
xzkgdksa dks lqj{kk djus ds fy, T;knk dj
ldrs gS A  xzkgd vis{kkvksa dks O;oLFkk
djuk fuf”pr :i ls mudk O;kikj gSA
foi.ku {ks= esa ;g ,d cMs fMQsjsUf”k;sVj
dk volj gSA

tc leL;k,aW mBrs gSa] vius LVkUM dks
iqu%ijh{k.k djus ds ckjs es a dsUnzhd`r
vrfufgZrrk] chekdrkZ esa jguk vko’;d gS
ftlls fd ,Mhvkj lalk/kuksa dks vius fu.kZ;ksa
rFkk fu.kZ; ysus esa mfprrk ls euok ldrsA
gkjusokys izdj.k vR;kpkj dk Hkko mRiUu
dj ldrk gS rFkk yxkrkj gkfu muds
iz.kkfy;ksa vkSj izo‘fRr;ks rFkk izfrfØ;kaW dk
iqu%foyksdu djus nsuk gSA

muds fu.kZ; ysus dh {kerk ij T;knk
iz’u ugha mBrk ij xzkgd f’kdk;r ls O;ogkj
djus esa fuEu Lrjksa ds dBksj rFkk vlko/kku
vfHkòfRr gh xzkgdksa dks ck/kk igqaWpkrk gSA
xyfr;ksaa dks Lohd̀r djus dks vge~ ;k izfr"Bk
dh leiZ.k ds :Ik esa ugha ns[kuk gSA

ij tc olwyh dh O;kikj vtsUMk ds
mPp dksfV esa gS vkSj xzkgd rFkk mldh
leL;k,aW fuNys Hkkx esa gS] ;g oLrq cnysxk
bl vk’kk ds rqyu esa mEehn dk iz’u gS A

muds fu.kZ; ysus dh {kerk ij iz’u ugha
fd;k tkrk gS ij fuEu Lrjksa ds vlko/kku
vkSj dBksj vfHko‘fRr gh xzkgdksa dks  nq[k

nsrk gS A

ys[kd vksfj;UVy bU’kqjUl daiuh fyfeVsM
ds lsokfuòRr lh,eMh gSA
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Report Card: GENERAL
November Growth Lower at 16.4%

G. V. Rao

STATISTICS - NON-LIFE INSURANCE

Performance in November 2005

PREMIUM 2005-06 PREMIUM 2004-05 MARKET SHARE GROWTH OVER

FOR UPTO FOR UPTO UPTO  NOVEMBER,
THE CORRESPONDING

THE MONTH THE MONTH THE MONTH THE MONTH 2005
PERIOD OF

PREVIOUS YEAR

INSURER

(Rs.in lakhs)

GROSS PREMIUM UNDERWRITTEN FOR  AND UPTO THE  MONTH  OF NOVEMBER, 2005

Royal Sundaram 3,046.69 29,146.78 3,036.66 21,169.88 2.17 37.68

Tata AIG 4,925.81 38,919.31 3,738.04 31,008.23 2.90 25.51

Reliance General 1,169.99 10,025.44 2,135.88 12,547.30 0.75 -20.10

IFFCO-Tokio 7,189.27 56,441.61 5,636.78 31,921.45 4.21 76.81

ICICI Lombard 12,805.89 1,09,396.14 6,602.61 56,618.44 8.15 93.22

Bajaj Allianz 10,086.91 85,651.75 6,933.97 53,597.53 6.38 59.81

HDFC Chubb 1,749.03 12,580.05 1,573.02 11,335.55 0.94 10.98

Cholamandalam 1,490.50 16,042.67 1,620.13 11,875.00 1.20 35.10

New India 33,653.00 3,09,396.00 29,656.00 2,73,832.00 23.05 12.99

National 25,319.00 2,31,537.00 27,917.00 2,51,418.00 17.25 -7.91

United India 23,067.00 2,09,975.00 22,482.00 2,01,498.00 15.64 4.21

Oriental 26,153.00 2,33,128.00 21,853.00 2,05,113.00 17.37 13.66

TOTAL 1,50,656.09 13,42,239.75 1,33,185.09 11,61,934.37 100.00 15.52

SPECIALISED INSTITUTION:
ECGC 4,628.05 36,680.85 4,387.48 32,628.10 12.42

The non-life industry has recorded an
accretion of Rs. 174 crore at a growth
rate of 13.1 per cent.  Both these
parameters are lower than those
recorded in October 2005 of 18.4 per cent
and an accretion of Rs.273 crore. This
has demonstrated that the market has
shown a comparative downward swing
in premium volume and growth rate in
November 2005.

New Players

As has been customary, the new
players have again shown their

domination of the growing market by
recording an accretion of Rs.111crore of
the total Rs.74 crore. ICICI with an
accretion of Rs.62 crore has kept up its
leadership role in market accretions.
Keeping company with it are its fellow
new players, Bajaj with Rs. 32 crore and
IFFCO with Rs. 16 crore accretion.

Established players

The established players with an
accretion of Rs.63 crore and a growth
rate of 6.2 per cent in November 2005
have slid to their old growth rate

pattern. Compared to their October
2005 accretion of Rs.121 crore and a
growth rate of 10.3 per cent, the
contrast is rather more noticeable.
Oriental leads with an accretion of
Rs. 43 crore followed by New India with
Rs. 40 crore and United India with
Rs. six crore. National Insurance has
dropped yet another Rs.26 crore in
November 2005.

Market pattern

Four players viz. ICICI (Rs.62
crore), Oriental (Rs.43 crore), New

Note: Effective October, 2005 the mode of presentation of non life premium numbers stands modified.  Since ECGC is
providing cover exclusively for credit insurance, inclusion of the business underwritten by it with that of other insurance
companies was reflecting an inaccurate position with respect to the industry as a whole.  Henceforth premium underwritten
by ECGC would  be indicated separately.
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India (Rs.40 crore) and Bajaj
(Rs.32 crore) have chipped in a total
accretion of Rs. 177 crore of the total of
Rs. 174 crore by 12 players in November
2005. National Insurance and Reliance
are two players that have kept low
profiles in growth volumes by dropping
Rs. 35 crore.

The pattern that seems to be
emerging is that about five of the 12
players are determined to go in for
expanding their market shares; and
with detariffing being in the air for the
future, acquisition of new customers and
consolidation of existing ones as quickly
as possible seems to have emerged as
an important corporate strategy.

Market share in November 2005

The market share of the new players
in the premium derived in November
2005 is 28.2 per cent while it was 23.5
per cent in November 2004. ECGC also
seems to be under pressure from other
players with its monthly growth rate at
5.5 per cent.

Performance up to November 2005

The market premium grew by
Rs. 1803 crore to touch Rs.13,422 crore
at a growth rate of 15.52 per cent. This
growth rate is slightly lower from the
one of 15.95 per cent at the end of
October 2005. The new players have
touched Rs.3,582 crore and recorded an
accretion of Rs.1,281 crore, with a
growth rate of 56 per cent over the
corresponding period. In contrast, the
established players have an accretion of
Rs.532 crore to touch Rs.9,840 crore
with a growth rate of 5.6 per cent.

New Players

ICICI is the first new player to cross
the Rs.1,000 crore premium mark,
which it did in November 2005. It also
leads in quantum of market premium
accretion with Rs.528 crore, as its
contribution to the overall market
contribution of Rs.1,803 crore. Bajaj
with Rs.321 crore and IFFCO with
Rs.245 crore are the next ranked new

players. These three players have
dominated the non-life market
premium growth with a combined
Rs.1094 crore accretion of the total
Rs. 1,803 crore.

Established Players

New India has crossed Rs. 3000
premium mark in November with an
accretion of Rs. 356 crore. Oriental has
grown to second position with Rs. 2,331
crore and an accretion of Rs. 280 crore.
United India that is now fourth ranked
has an accretion of Rs.85 crore.
National Insurance has dropped its
premium by Rs.200 crore, an
unexpected trend from that of its
strategy last year.

Emerging market pattern

Five players have contributed to
almost the entire market accretion as
at November 2005. These are ICICI
with Rs.528 crore, New India with
Rs. 356 crore, Bajaj with Rs. 321 crore,
Oriental with Rs. 280 crore and IFFCO
with Rs.245 crore. The accretions of
these five players account for
Rs.1,730 crore of the total market
accretion of Rs. 1,803 crore.

ICICI has taken less than five years
after its incorporation to reach a
premium level of 50 per cent of the total
premium of many established players.
The latter have taken over three
decades to build their premiums to their
present levels. With two other new
players wanting to catch up fast with
the premium volumes of the established
players, competition seems to have
worked well so far to boost the premium
trends in the market.

With the road map to detariffing
having created a frenzy in the market,
there should be other developments like
improvement in customer service levels
and newer standards of underwriting
to look forward.

Market Shares

The new players have improved
their market share from 19.8 per cent
as at November 2004 to 26.7 per cent
at November 2005. It was 26.5 per cent
last month. The remaining four months
seem to herald interesting times for all
the players.

The author is retired CMD, The
Oriental Insurance Company.
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The Chief Justice of Maharashtra
convened a meeting of Chairmen and
Managing Directors of all the four PSU
general insurance companies to discuss
speedy settlement of cases relating to Third
Party Motor claims, it has been reported. The
Chief Justice is understood to have requested
the CMDs to ensure that their officers submit
documents and provide other kinds of
assistance for speedy disposal of the cases.

While solutions such as Lok Adalat have
been suggested, no alternative has
materialised till date, say insurance analysts.

The TP portfolio has been bleeding the
insurance companies, it has been observed.
Many of the private insurers have, in fact,
stayed away from offering TP covers,
especially to commercial vehicles.

The IRDA recently mooted the idea of a
pool for TP insurance. A ‘pool’ is a fund
created out of the commitments from
insurance companies as per their individual
exposure. In the case of claims, the reserves
are used to make payouts.

Maharashtra Chief Justice
calls for speedy settlement

of Motor TP claims

General insurance companies have decided to create a ‘natural
catastrophe pool’ to cushion themselves against rising international
reinsurance rates, say media reports. The General Insurance Council
(GIC) has appointed a technical group to examine the feasibility of creating
such a pool for the insurers.

The technical group consists of reinsurance experts from insurance
companies. The group will submit a report that will in turn have to be
approved by the CEOs of private general insurance companies through
the GIC. The report is slated for submission in January and GIC will
serve as the coordinator.

According to analysts, the hurricanes in the US have lashed the global
insurance industry with claims of over $40 billion. This has led to fears
of hardening of reinsurance rates. The floods in Mumbai, Chennai and
Bangalore and the earthquake in Jammu and Kashmir have also made
dents in the balance sheets of the domestic insurance companies. The
losses from the Mumbai flood itself were pegged at Rs. 3,700 crore, the
bulk of which was reinsured.

In the aftermath of 9/11, even insurance companies in developed
markets were not able to get terrorism covers. In India, insurance
companies then put together what is called a “terrorism cover pool”. Today,
this pool can cover an indemnity of Rs. 500 crore in any location.

General insurance firms plan
‘natural catastrophe’ pool

Household insurance business is picking
up in Shimla as families leaving the hill resort
for warmer places during winters have begun
to take precaution against theft and fire, it
has been reported.

In the Himachal Pradesh capital, which
is home to 175,000 residents, four general
insurance companies have sold 4,275 fire and
2,399 household insurance policies in this
fiscal year, according to the latest figures.
With the rise in fire and theft incidents during
the chilly months, insurance has picked up.

It has been observed that there is a
growing awareness to opt for house insurance
in Shimla and other towns in the region. In
the past two decades, there have been
numerous incidents of fire in Shimla,
destroying some majestic buildings of the
British era.

Robbery also becomes rampant once
Shimla receives snowfall.

Shimla finds household

insurance a cool idea

Uttar Pradesh has become the nation’s first state to launch a unique

farmers’ insurance scheme, according to newspaper reports. Ambika

Choudhury, UP Revenue Minister, has said that the farmers will be

insured for a maximum amount of Rs. 1 lakh for accidental deaths,

while monetary benefits will be given to them due to physical handicap

caused by accident.

The government has paid the premium to the insurance company

till September 2006. It handed over Rs. 16 crore as the first premium

to New India Insurance Company to cover more than 25 million farmers

spread out in 70 districts. The farmers insurance project is the major

achievement of the Mulayam Singh Yadav government in UP during

2005 even as other states were in the primary stage of implementing

the programme.

A crop insurance scheme had already been launched by the state

government and the new insurance would be an additional facility for

the UP farmers.

UP launches farmers’ insurance
scheme



45
irda  Jour Jour Jour Jour Journal, Januarnal, Januarnal, Januarnal, Januarnal, January  2006y  2006y  2006y  2006y  2006

NEWS BRIEFS

With some of the top Bollywood stars going out of action due
to illness or injury, an increasing number of filmmakers are opting
for film insurance, say media reports. In 2005, most of the prominent
Hindi movies opted for film insurance, including Ashutosh
Gowarikar and UTV project Swades, Ketan Mehta’s The Rising,
Mukta Arts’ Kisna, Yash Chopra’s Bunty Aur Babli and Karan Johar’s
Kaal. This is seen as a marked difference from last year, when only
action flicks like Lakshya, Deewar and Dhoom were insured.

This trend has been prevalent for long in Hollywood. Given the
reliance of the Mumbai-based studios on just a handful of stars, it
has come as a blessing for most. Thanks to insurance, filmmakers
are not too badly hurt by the fact that a number of stars like Amitabh
Bachchan, John Abraham and Abhishek Bachchan have not been
able to work. Insurance cover assures that a film that cannot be
completed because the key cast member has left can get
compensation.

However, several producers do not go in for insurance because
it raises the film’s budget.

United India Insurance is one of the leading insurance companies
delving into film insurance, reports say. Ever since it began insuring
films, United India has insured 96 films in all. Industry analysts are
of the view that the concept of insuring films is finally gaining
momentum in the country, with a consciousness to cover risk not
only limited to Bollywood but among regional filmmakers as well.
United India recently insured a Bengali film and a Bhojpuri film.

Unlike other general insurance products, film insurance is usually
a customised offering. The premium could vary from film to film
and the extent of risk cover of the production. The product usually
covers, fire, serious illness or death of lead actors, failure of
equipment, etc.

After establishing themselves in filmdom, company United India
Insurance is foraying into insurance for television production.

Lights, camera, insurance:

Bollywood takes up risk cover

AIDS will shortly become another disease to be
covered by Indian insurers for a premium, it has been
reported. Life insurers, in particular, are currently
examining the prospect of covering the terminal disease
that is now being covered by the insurers in other
countries at a high price.

“We will examine the issue. The market has gone
totally untapped,” Sam Ghosh, CEO and Managing
Director, Bajaj Allianz Life Insurance, has been quoted
as saying. “In the US, the cover is available, but at a
high price. The entire thing has to be evaluated from
the pricing point of view,” he said.

According to Shikha Sharma, CEO & MD, ICICI
Prudential Life Insurance, it has not been possible to
take a view on the issue of covering AIDS, as the data
is not available. “We will take a call after we collect
data and do an in-depth study,” she has been quoted as
saying. The threat of AIDS spreading in the country is
also a cause of worry to the life insurers. Experts
suggest that before taking the first premium, they could
insist on prospective customers filling out a special
AIDS questionnaire before accepting the first premium.
Policyholders could be asked to undergo an AIDS test
every five years till the policy matures.

All the insurers should evolve a uniform code
relating to genetic information and AIDS while
underwriting a proposal. As a safeguard measure,
insurers can issue only five-year policies renewable at
the end of the fifth year subject to the policyholder
testing HIV negative.

Indian insurers take a positive
look at AIDS cover

The Central Government has reportedly done away with
a policy that required government-owned companies to buy
insurance from public sector companies even if alternatives
were cheaper by 10 percent. This development will be an
added incentive for public sector enterprises, which have
already broken tradition and started inviting private
companies to bid for their insurance programmes.

The purchase preference policy aims to bolster PSU
business by requiring government undertaking to subtract a
hypothetical 10 percent from bids by state-owned companies.
A memo clarifying this was issued by the Government to the
IRDA and the state-owned insurance companies in end-
October.

A large number of public sector companies have already
placed business with private insurers. Ratnagiri Gas and

StStStStStaaaaate-run compte-run compte-run compte-run compte-run companies allowed to buy insuranies allowed to buy insuranies allowed to buy insuranies allowed to buy insuranies allowed to buy insuranceanceanceanceance
from privfrom privfrom privfrom privfrom privaaaaate plate plate plate plate playersyersyersyersyers

Power (formerly Dabhol Power) has placed its insurance
programme with ICICI Lombard. The company has also
provided insurance cover for universal health insurance
programme of a couple of state governments.

The turning point has been Indian Oil, the largest on-shore
energy risk owned by the government, which placed its entire
risk with Bajaj Allianz General Insurance. IOC, which paid a
premium of over Rs. 42 crore, is the largest on-shore risk in
the country and the second largest insurance account after
ONGC.

The trend began with Air India and Indian Airlines
inviting private companies to bid alongside state-owned
companies. Although the insurance went to the PSUs, it
increased the confidence on the private sector.
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Lloyd’s of London, the world’s biggest insurance market, has
reportedly said it might post its first annual loss since the 2001
terror attacks after the costliest hurricane season on record
triggered claims of about £2.9 billion. “The chances of the market
making a profit in 2005 are now small,” said Lloyd’s, an umbrella
group for about 62 insurance businesses providing £13.7 billion,
or $23.7 billion, of coverage this year. “The market expects to be
able to meet all its liabilities.”

 The storm payouts by the 300-year-old market - about $5
billion - would exceed claims from the 9/11 terrorist attacks, which
cost Lloyd’s about $3.3 billion in its single biggest loss. The market
is expecting “another bad year” for hurricanes in 2006, said Luke
Savage, Finance Director at Lloyd’s. Lloyd’s increased estimated
net losses from Katrina to £1.9 billion from £1.4 billion. Hurricane
Rita will probably cost £535 million and claims from Wilma may
reach £483 million, the market said.

The hurricane payouts illustrate the weight of financial
services in Britain’s economy: Britain’s trade gap narrowed to
£5.4 billion in September, from a record £5.9 billion in August,
when storm-related payouts from Lloyd’s reduced the surplus on
services, the Office for National Statistics said. The drain on funds
has not undermined the market’s ability to keep doing business.
Lloyd’s is “financially robust” and all its insurers will probably be
able to meet their hurricane liabilities, Savage said. The 9/11
attacks pushed Lloyd’s insurers into a £3.1 billion loss in 2001
and forced them to cut revenue targets.

Since then, insurers have sold stock, raised money and
tightened underwriting standards in an attempt to ensure that a
major catastrophe would not threaten the market’s stability.

Humana Inc. has acquired Corphealth, Inc., a
behavioral healthcare management company based in Fort
Worth, Texas for cash consideration of approximately $54
million.

“The acquisition of Corphealth allows Humana to
seamlessly integrate coverage of medical and behavioral
health benefits,” said Thomas J. Liston, Senior VP -
Strategy and Corporate Development for Humana.
“Corphealth’s focus on the integration of behavioral and
medical care management fits well with Humana’s
strategy to improve the well-being of its members. The
integration of these elements is expected to enhance
results from existing disease management and population
health initiatives while providing simplicity for our
members - a key element in furthering consumerism in
healthcare.”

Lloyd’s of London expects to
post annual loss

Humana acquires Corphealth for $54 million
Corphealth offers a nationwide network of 22,000

behavioral health providers and currently serves
approximately 2 million members, including employers,
health insurance companies, and union trusts. Humana
expects this transaction will have no material effect upon
its earnings for the year ending December 31, 2006.

Humana Inc. is one of the US’ largest publicly traded
health benefits companies, with approximately 7 million
medical members. It offers a diversified portfolio of health
insurance products and related services - through
traditional and consumer-choice plans - to employer
groups, government-sponsored plans and individuals.

Even as new reports of deaths caused by the bird
flu virus are coming in from Indonesia and Vietnam,
the insurance industry received an additional warning
about its potential exposures.

An article on the Lloyd’s web site
[www.lloyd’s.com] reports that the impact of avian flu
may not be confined to the virus turning into a human
pandemic. “Cara New, resident expert in chemical,
biological, radiological and nuclear technology for
intelligence company Exclusive Analysis said that
insurers could be faced with further problems if the
virus leaps from fowl to pigs or horses,” the bulletin
indicated.

Scientists, political and business leaders have
focused their main concerns on the virus being
transmitted to humans from infected birds, and then
mutating into a form that could spread between infected
individuals. The result could be a worldwide pandemic
causing the loss of millions of lives.

So far the disease has been found responsible for
70 deaths – all of them in Southeast Asia – and all as a
result of contact with infected birds. Two new deaths
were recently reported from Indonesia, and two from
Vietnam, where the infected individuals failed to
respond to anti-viral drug treatments.

Bird flu spreading its wings,
insurers warned
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NEWS BRIEFS

The American Insurance Association has voiced its
support to the call of traffic safety advocates to reinstate
red light camera enforcement in the state of Virginia. The
law that allowed seven Virginia communities to use
automated technology to enforce red light running was
allowed to expire this year.

According to AIA, cameras have been shown to
significantly reduce red light violations and intersection
crashes.

Studies show that violation of red lights and other traffic
controls, such as stop signs and yield signs, is the most
frequent type of police-reported urban crash.

“Red light cameras can help communities enforce traffic
laws by automatically photographing vehicles whose drivers
run red lights,” said David Snyder, AIA Vice President and
Assistant General Counsel. “A nationwide study of fatal
crashes at traffic signals in 1999 and 2000 estimated that
20 percent of the vehicles involved failed to obey signals. In
2004 alone, more than 900 people were killed, and an
estimated 168,000 were injured, in crashes that involved

US insurers support red light cameras for traffic safety
red light running. About half of all deaths in red light
running crashes are pedestrians and occupants in other
vehicles who are hit by the red light runners.”

According to new statistics released by the Virginia
Beach Police Department, red light running violations at
several intersections formerly equipped with red light
cameras have spiked approximately 99.5 percent since July,
when the law expired.  The same cameras, which previously
had been authorized for enforcement, have continued to
monitor violations.  At just four intersections, these cameras
have seen an increase of red light runners from 488 in June
to 1,056 in November.

The insurers maintain that the actions of the Virginia
legislature run contrary to the primary recommendation of
a 2004 study by the Virginia Transportation Research
Council, which urged extension of the camera programmes
for at least one year.  The study also directly credited the
cameras with reducing red light running crashes in four
Northern Virginia communities; found that the cameras
reduced red light running violations by 34 percent; were
technologically reliable; and, had widespread public support.

The Insurance Bureau of Canada has released its annual Top Ten
Insurance Crimes list, which highlights “some of the strangest and most
audacious insurance frauds and auto theft cases uncovered by insurance
investigators this year.”

Topping the list was a con artist, who specialised in staging accidents
in parking lots. He pretended to be struck by a car, usually selecting one
driven by an elderly person, or a woman. He made 10 successful personal
injury claims, before a “sharp-eyed” adjuster spotted the fraud and alerted
authorities.

The other 9 “winners” were:

2. Pirate Shipping – a man exported his expensive car to Europe and
90 days later reported it had been stolen. The vehicle had already spent
weeks impounded in Belgium, raising questions as to why it had taken
him so long to realise it was missing.

3. Fender Bender Fraud – A body shop sent a huge bill to an insurer
following what should have been minor repairs. The owner alerted the
company, who found that the damaged parts, which the body shop
employees claimed had been removed from his car, were actually from
another vehicle. Police are investigating.

4. The Chop Shop King – A man in Quebec was found to be operating
“two bustling chop shops – illegal garages where stolen cars are stripped
for parts.” Police seized 40 stolen vehicles with a cash value totaling C$1
million. The trial took 119 days and resulted in a 6-year prison term and
a C$774,000 fine.

5. Field of Schemes - A man reported that his high-end pickup truck
had been stolen, and he collected $68,000 from his insurer. However,
several months later, investigators found the truck in a field where he
was selling off parts of it piece by piece.

“Top Ten” insurance crimes in Canada
6. Phantom Injuries - The “victims” weren’t even in the car when it

crashed, but they filed injury claims totaling over C$200,000. A crooked
paralegal and a clinic concocted the scheme, which fell apart when one
of the “victims” revealed the truth.

7. Too Good To Be True – Several car dealers were charging $500 as
a “finder’s” or “consulting” fee to arrange for cheap insurance. They
then intentionally put bogus information on the applications so that
customers would be placed into a cheaper rate group. However, because
the policies were purchased under false pretenses, they were invalid.
The subsequent investigation and dismantling of the scheme found that
hundreds of such policies totaling around C$1 million had been obtained.

8. Persistence Doesn’t Pay - A woman was found to have persuaded
friends and family to join her in staging car accidents and filing false
claims. Business was good, so she decided to expand. She began pestering
other neighbors and friends to join the scheme, but eventually a would-
be recruit revealed the fraud.

9. The Invisible Workers - Investigators noticed that the employees
of one particular firm seemed to be very unlucky. A great many of them
were getting involved in car accidents and filing injury claims. The
company’s owner, however, was unaware of the claims. When he looked
at the list he found that none of the people had ever worked for him. A
paralegal was the driving force behind a staged accident ring and, to
boost the compensation claims of his “victims,” he had forged their
employment forms.

10. Very Bad Advice – Another paralegal had a client “sign a pile of
legal forms without explaining what they meant and, all the while, assured
him that he would look after him. The paralegal went on to negotiate on
the man’s behalf with the insurance company without telling his client,
then forged the man’s signature on the resulting check and cashed it.
Despite denials the paralegal was convicted of fraud.
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“ ”
It is essential that

unfit firms are kept out, to
ensure that there is a level playing

field for the benefit of intermediaries.

Mr.Andrew Honey, Head of Insurance, Small Firms
 Division of the Financial Services Authority (FSA), the UK
on more than 600 mortgage and general insurance firms

having been barred from operating since legislation
brought them under the watch

of the FSA in 2004.

The two year
extension of TRIA, which Congress

has just completed action on and will
send to the President, is a recognition by our

legislative  leaders that the federal government
must partner with the private insurance markets to
protect our national financial and economic security.

Mr. Joe Plumeri, Chairman and CEO of Willis Group
Holdings Limited about US Congressional

action on the Terrorism Risk
Insurance Act (TRIA)

The chances of the market
making a profit in 2005 are now small.

Mr. Luke Savage, Finance director at Lloyd's of London
commenting on the storm payouts of about

$5 billion exceeding claims from the
 September 11, 2001,

terrorist attacks.

...if the hurricane risk was
priced accurately the resulting

underwriting profits would be large
enough to attract additional investment

 capital. Ironically, the increase in capital could
create marketplace competition which, in turn,
might drive down prices for some individuals.

 There may never be enough discipline to
 assure you keep adequate rates in the

highest risk places.

Ms Alice Gannon, Senior Vice President,
US Actuaries Association

After six years,
there finally looked to be

movement on the issue amongst U.S.
 regulators, who require foreign reinsurers
to place significant levels of collateral in

U.S. trust funds if they want to underwrite US
reinsurance business.

Lord Peter Levene, Chairman, Lloyd's of London,
about US insurance regulators' rethinking

on terms for foreign reinsurers.

...the core parts of the
financial system appear to have

highly resilient IT systems that allow them
to recover critical functions with impressive
speed. This stands the sector as a whole in

good stead.

Mr. Hector Sants, Managing Director, Wholesale Firms Division,
Financial Services Authority (FSA), UK on the results of the
survey by the Tripartite Authorities  (HM Treasury, the FSA

 and the Bank of England) of the UK financial
sector's ability to cope with major
operational disruption, such as a

terrorist attack or
natural disaster.



Events

RNI No: APBIL/2002/9589

January 9-11, 2006
Venue: Pune
Insurance Regulations (Non-Life)
by NIA Pune

January 9-11, 2006
Venue: Pune
Creating Competitive Edge in Non-Tariff
Regime by NIA Pune

January 9-14, 2006
Venue: Pune
Management of Strategic Issues for
Insurance Executives by National
Insurance Academy, Pune

January 13-14, 2006
Venue Pune
Seminar on Wireless Technology - Mobile
Computing by NIA Pune

January 16-19, 2006
Venue: Pune
Reinsurance Management by NIA Pune

January 16-19, 2006
Venue: Pune
Information Security Management (Life)
by NIA Pune

January 23-25, 2006
Venue: Pune
Actuarial Practices in Life Insurance by
NIA Pune

January 23-24, 2006
Venue: Singapore
2nd Asian Conference on Corporate
Governance and Directors' &
Officers' Liability Insurance by Asia
Insurance Review

January 30-February 2, 2006
Venue: Pune
Workshop Motor TP Claims by NIA Pune

February 20-22, 2006
Venue: Bangkok
6th CEO Insurance Summit by Asia
Insurance Review




