Item no. 25

Formation of Marine Cargo Excluded Territories Pool (MCET Pool) in India

1. GIC Re., compelled by its own reinsurers, excluded the territories viz. The
Republic of Belarus, Ukraine and/or the Russian Federation (hereafter called as
‘Excluded Territories’) from reinsurance support for the marine cargo shipments
with effect from 2" June, 2022 due to the on-going US sanctions in view of Russia-

Ukraine war.

2. The representatives from Reinsurers including GIC Re, General Insurers, DFS,
MoF and IRDAI had deliberations on the issue in view of the immediate need of
fertilizers to be imported into the country. GI Council informed that they had
meetings with direct insurers and reinsurers on the subject and that some of the

practical solutions turned out to be as follows:

(i) Encouraging the Indian importers to buy mostly on CIF basis, i.e., the
exporter in the foreign country arranging cargo insurance on warehouse-to-
warehouse basis.

(i) Forming a Marine Cargo Insurance Pool taking the net capacity commitment

from each of the participating direct insurers and reinsurers.

3. Marine Cargo Excluded Territories Pool (MCET Pool) was proposed to provide
reinsurance coverage to such fertilizer shipments, as may be required and agreed

by the pool members.

4. Pursuant to Regulation 7 of IRDAI (Re-insurance) Regulation 2018, GIC Re, the
Pool Manager for the proposed MCET pool, submitted the proposal to form pool
through the General Insurance Council. The Underwriting Committee of the Pool
has the power to cover other commaodities for Indian Insured as may be required

in consultation with the Underwriting Committee of the Pool.

5. MCET Pool was formed with a capacity of Rs.493.55 crs. against the initial pool
estimate of Rs.600 crs with twenty Insurers. GIC Re committed the highest
capacity with 50.65% of total pool capacity while other 19 general insurance

companies contributed the remaining 49.35% capacity.
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6. Each Member after utilizing the obligatory cession (currently 4%) shall cede the
balance 96% to the Pool. Premium will be rendered to the Pool after deducting 5%

ceding commission by the ceding company.

7. The accounting year for the Pool will be from 1st April to 31st March. This
agreement may be cancelled by either the Member or the Pool Manager by giving
3 months’ prior notice in writing to terminate on the 31st March in any year. The
Pool Manager shall have the right to terminate this Agreement immediately by

giving notice in writing to the Member in certain cases detailed in the agreement.

8. The proposal was examined and the formation of the MCET pool was permitted
vide letter dated 16™ June, 2022.

Placed for information of the Authority.
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