
Editor's Thoughts

t is with much guarded optimism, like a candle in a raging 
storm, that we look forward to keeping hope alight in 2012, Inumbed by the epic happenings from all corners of the world in 

2011 --the civil unrest and fall of autocrats in the MENA region, the 
record catastrophes in Asia, the US economic woes and the 
eurozone crisis contagion spreading to other parts of Europe as 
well.  But all new beginnings herald hope and warmth and cheer 
and GIC Re looks forward to new innings with a new Captain 
Mr.Ashok Kumar Roy, to lead a dedicated team of loyal players to 
reach greater heights of excellence in the years ahead.

Ripples stirred by the Indian Regulator in the Insurance market by 

enhanced Motor Pool loss provisioning and hike in Motor Third 

Party premium for all vehicles with anannual rate review 

mechanism in place,has served to endorse the long drawn 

demand of the industry for increased Motor Third Party 

premiums.The hugeoperating losses suffered by the companies 

in 2010/11 has made the market realize the need to move to a 

risk based pricing from a Compete-On-Price Regime, and not on 

terms dictated by the customers. Market corrections are visible 

and evident by the acceptance of the event limit on the 

proportional treaty programs of companies for the April renewals.

The Indian economy which is on a strong growth trajectory has had 

a spiralling effect on the non-life insurance industry.  The growing 

automobile market, rise in infrastructure projects and deeper 

penetration of health insurance has contributed to the industry's 

business growth.  While we hope that the industry is able to 

maintain the growth momentum, companies need to focus on 

underwriting profits by a combination of risk based underwriting 

practices and next generation claims management processes.

The GIC Re family welcomes amidst us, a talented group of newly 

recruited young officers and sincerely hope that they will carry the 

baton of our great legacy forward, whilst pursuing 

their aspirations and realizing their professional 

goals.
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Dear Friends, 

s I address you for the first time, through this column, I would 
like to emphasise that our target (consider goal) remains the Asame; to be amongst the top 5 global reinsurers by 2025! This 

would be the first finishing line that we are looking at now. 

To achieve this target, in the highly challenging environment, that is 
ahead of us, we will need to commit ourselves for a total 
transformation. We begin the new financial year with several 
challenges ahead of us, some are new, some are of vintage variety 
and some fresh ones may arise in the days ahead, yet I am sure that 
we together would be able to surmount this cocktail of challenges! 

2011 was certainly a bad year for the insurance industry as a whole. 
Most estimates suggest that insured losses were over US $105 
billion, with reinsurers suffering losses in excess of US $ 50 billion. 
GIC Re too has not been spared and has been impacted severely. 
However, that should not dishearten us. Instead, it should spur us to 
bring about a change in our mind set and adopt the best practices 
and innovative strategies to overcome the challenges of tomorrow 
and rewrite the story. In difficult circumstances we should do our best 
with honesty and integrity and not worry about the outcome. Ships 
sail on the seas! 

For a couple of years now we have seen a plethora of disasters, both 
natural and man-made, that have shaken up the insurance industry, 
which usually was seen as a very stoic and staid industry. All these 
disasters and catastrophes have catapulted it to centre stage. To 
combat these disasters the industry will have to continue to evolve 
continually, adapt to the changing scenario, equip itself to face the 
risks ahead and this is possible only by developing our ability to 
harness the voluminous information and data being generated by the 
industry into useful knowledge and put it to good use. 

'What you don't do can also hurt you' makes a little odd reading but 
then the opportunities that we miss today will not return again and 
can make us regret later. Hence, we need to act, act wisely, act fast 
and act boldly. Usually people choose the path of least resistance but 
that leads us nowhere. To ensure this we need to empower our 
personnel so that we are able to put our best foot forward. And this 
can only be achieved by an enlightened band of committed  
employees.

Gen Y is an important part of every organisation and GIC Re is no 
exception to this. As the year began we saw the induction of 50 young 
specialist officers. I welcome you to the GIC Re family and am sure it 
would be a symbiotic association you would have with the 
organisation! 

I wish you and your family the best of health and safety in the days 
ahead.

Good Luck
                                                                                  A K Roy

s the insurance treaty renewal season begins and 

the time to balance the books of accounts by the A(re)insurers across the globe approaches the first 

and foremost thing that guides the underwriting 

strategies of reinsurers are the enormous claims arising 

out of the natural catastrophe events that happened in 

Japan, Australia, New Zealand and the Thai floods that 

began in July and continued till year end in December. 

We cannot lose sight of the fact that Insurance and 

reinsurance business of a country goes beyond its 

boundaries and thus it goes without saying that quite 

often the insurance terms and conditions followed by a 

market are dictated by the international scenario.

A sequence of devastating earthquakes, first in 

Christchurch, New Zealand followed by one in Tohoku, 

Japan, and a large number of weather-related 

catastrophes including floods in Thailand made 2011 the 

costliest year ever in terms of natural catastrophe losses. 

Global economic and insured losses during 2011 were to 

the tune of US$ 380bn and US$ 105bn respectively.

This has once again brought event limits centre stage 

along with contingent business interruption coverage 

where supply chains are disrupted rather than actual 

property losses occurring.

The Indian scenario: Learning from the above events, the 

management of most reinsurers came down heavily and 

began insisting on 'Event Limits' on all proportional 

programmes, barring a few countries, not traditionally 

classified as CAT prone. At various forums, including the 

Indian Rendezvous, they had cautioned GIC Re and Indian 

Insurers that subscription to proportional programmes 

without Event Limits may become challenging. GIC Re's 

retro programme would have been the worst hit if the 

underlying proportional programmes of the Indian 

Insurers were without event limits. This coupled with the 

fact that the surplus treaties of most companies do not 

have positive results, which otherwise also makes the 

placement difficult, the Indian Insurers at this renewal 

were not in a dictating position and had to give in to the 

demands of the International market to introduce the 

Event Limit.

Role of GIC Re: Being convinced that Event Limit is the 

writing on the wall and that the same is unavoidable, GIC 

Re in its role as the Indian reinsurer began its efforts to 

prepare the market for accepting this new concept. It was 

INTRODUCTION OF “EVENT LIMIT” 
IN THE INDIAN MARKET 
– AN EVENTFUL EVENT

From CMD’S Desk 

CMD SPEAK
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a well-known fact that the introduction of 

the Event L imit  would br ing in 

competition for GIC Re from reinsurers 

who were avoiding the market due to 

lack of an event limit in the Indian 

market. Despite this, GIC Re, in the 

interest of the market, took up job of 

preparing the market, which was a 

challenging one as initially there was a 

resistance for change, further, as 

mentioned subsequently, commercially, 

the concept was in favour of the 

reinsurers – Insurers would have to pay 

proportional premium and get restricted 

cover and also live with the fear that the 

cost of the CAT XL programme would go 

high due to spill over coverage. The only 

fact in favour of the Insurers was the oral 

(unproven) assurance that having 

a c c e p te d  t h e  E v e n t  L i m i t  t h e  

subscription to the surplus treaty 

programme would be smooth. 

Bearing in mind the moral responsibility 

to the market, GIC Re formulated the 

wording for the Event Limit for the Indian 

market based on the following salient 

points in favour of the Insurers:

1. The objective of Event Limit was only 

cap the reinsurer's liability in the 

unfortunate of a CAT Event and not to 

deprive an Insurer of getting his 

recovery.

2. With the above in mind the limits were 

fixed liberally, guided by 1 in 250 years 

return period.

3. The Event Limit was made applicable 

only to NAT/CAT perils

4. Fire conflagration risks and RSMD 

were excluded from the scope of the 

Event Limit

5. Being the first year of introduction, the 

Event Limit was made applicable only to 

policies incepting on or after 1st April 

2012.

6. Coverage for the spill over portion, if 

found necessary, was offered under the 

CAT XL programme.

7. Companies were guided to move to a 

healthy P:L (premium to Liability ratio) 

and to achieve this the unused capacity 

was truncated. This also made the Event 

Limit quantum more acceptable to 

reinsurers thus garnering their support

What is and Event Limit and why it is 

required: Normally under a surplus 

treaty, a CAT event can impact various 

policies ceded to the treaty and the 

ultimate loss can be multiple times the 

treaty limit. A participating reinsurer is 

thus unable to gauge the maximum 

exposure from the treaty in the 

unfor tunate scenario of a huge 

catastrophe. Hence the reinsurers 

impose an Event Limit on the treaty so 

as to peg their maximum exposure from 

a single event. This has become a 

necessity because of regulator y 

pressures on International Reinsurers of 

Risk Based Capital (RBC) and gradual 

m o v e m e n t  t o w a r d  S o l v e n c y  I I  

compliance, under which a Reinsurer 

has to be able to define accurately his 

exposures.

Impact of Event Limit on the Indian 

Policy Holders: The contract between a 

Policy Holder and his Insurer is 

independent of the contract entered into 

by the Insurer with his Reinsurer. Thus 

the Event Limit condition which appears 

on the Reinsurance contact would have 

no direct impact on the claim of policy 

holder. 

Impact of the Event Limit on the Indian 

Insurance Companies: For a new startup 

company and relatively smaller sized 

Insurers the automatic capacity offered 

by the surplus treaties is a necessity. 

These Insurers cannot give up this 

capacity because of the threat of the 

Event Limit. With an Event Limit on his 

surplus treaty, an Insurer in case of a 

large Catastrophe will be in a position to 

recover from his reinsurers only to the 

extent of the Event Limit (i.e. a restricted 

r e c ov e r y )  d e s p i te  h av i n g  p a i d  

proportional share of the premium. The 

spill over (unrecoverable portion) over 

and above the Event Limit, if any, would 

fall back on the Insurer, who would need 

to cover it under his non proportional 

Ca tas t rophe  p rogramme,  a t  an  

additional price. To ensure that the spill 

over is minimum, the Insurer needs to 

have a good quality data base of his 

exposures and bring in discipline to map, 

monitor and control his accumulation.

For the 1st April 2012 renewals, lead 

reinsurers on the surplus treaty 

programmes of the Indian Insurers 

(including GIC Re) did push for an Event 

Limit, which on an average fell in the 

range of 2 to 3 times the treaty limit. The 

l i m i t  w h i c h  w a s  w o r k e d  o u t  

independently for each Insurer was 

guided by the modeling output for 1 in 

250 years return period based on the 

aggregation data and assumptions 

submitted by them. On hind sight, the 

introduction of the Event Limit did 

ensure that reinsurers who were 

avoiding the Indian market due to the 

absence of the Event Limit did take sight 

of the programme and then based on 

the performance of the treaty; proposed 

terms and conditions, confirmed their 

support ensuring smooth placement of 

the surplus treaty programmes for most 

Indian Insurers.  

Impact of the Event Limit on the 

Reinsurers supporting Indian Insurers: 

For a reinsurer an Event Limit aids in 

capping its exposures in the adverse 

situation. The infinite exposure gets 

converted to a finite one through the 

Event Limit. This has become a necessity 

because of economic capital, rating 

agenc ies  and  so l vency  re la ted  

requirements. The discipline and 

improvements in the quality of data 

would be an added advantage.

With the 'event limits' firmly in place, it is 

now exciting times for the Indian 

markets, at par with their international 

counterparts.

                                   Madhulika Bhaskar

EVENT LIMIT



You trained as an engineer - what led 

you into the insurance/reinsurance 

sector?

Late seventies, when I completed my 

engineering programme from the Indian 

Institute of Technology, Kharagpur (in 

1978 to be exact) in India was still a 

period of manufacturing and such 

traditional industries. IT, Financial 

Services, Medical 

Tourism & BPO 

culture were 

n o t  e v e n  

heard of in 

those days.

G e n e r a l  

I n s u r a n c e  

I n d u s t r y  

had just been nationalised a couple of 

years before and along with Banking was 

considered a sunrise industry and 

provided main employment opportunities 

for youngsters. Insurance industry was 

preparing to meet the challenges of 

future and provided great opportunity for 

engineers in the field of underwriting 

and risk management, particularly in the 

property business.

Looking back one can say with 

conviction that the choice of joining the 

insurance industry was absolutely 

fantastic particularly at a time when 

awareness about insurance in the 

society was very low. The sector then 

was very different from what it is today. 

Just fresh after nationalization it was 

coming into its own, there 

w a s  a  w a v e  o f  

enthusiasm in the 

youngsters, still in 

their early twenties, 

w i t h  a  d r i v e  t o  

a c h i e v e ,  t o  d o  

something for the 

country and enrich 

the society as well. 

May be that was the 
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reason for the growth & development 

that we observe in the insurance sector 

today. The foundations of today were laid 

then. Our verve and zeal helped us to 

succeed in our chosen areas of work.

Mr. Roy described these years as a 

fascinating journey! The diversity of 

experience he gained over the years was 

simply marvellous. He said that to start 

working in a sector that was still fresh 

after nationalisation was both a 

challenge  and an opportunity. Challenge 

to meet the aspirations of the nation, the 

society and an opportunity to learn, grow, 

develop and create new milestones in a 

fresh area.

Moreover, the variety of insurance 

customers that we dealt with was so 

varied that it provided us an extremely 

enriching experience! In my initial days I 

interacted with cattle owners in rural 

areas and then with corporate clients. 

We insured a wide range of assets and 

contingencies. It was a real roller coaster 

We asked Mr. Roy about his ardous 

journey thus far over the last thirty four 

years from an assistant administrative 

officer to Chairman-cum-Managing 

Director, GIC Re!

Following the superannuation of Mr. Yogesh Lohiya as Chairman-cum-Managing Director (CMD) of the 

Corporation, Mr. Ashok Kumar Roy took over as the new CMD of GIC Re on the 3rd of January 2012. 

Mr. Roy is the third Chairman-cum-Managing Director of the Corporation and prior to his elevation as 

the CMD, he was General Manager in the Corporation. Mr. Roy is a Bachelor of Technology in 

Agricultural Engineering from Indian institute of Technology, Kharagpur. 

GIC ReNEWS spoke to the new Chairman-cum-Managing Director about his entry into the insurance 

industry, his experience over the years, his views on the current state of affairs in the industry and his 

words of wisdom for the colleagues in the Corporation.

We bring you here some excerpts from the wide ranging tat-a-tea team GIC Re NEWS had with the new 

CMD.
  

                                                                                                                                                   Editorial Desk
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journey that took us to various 

destinations. There were several 

obstacles which taught us to accomplish 

things in spite of the odds. I really don't 

think this kind of experience can be 

gained in any other sector! Moreover, as 

we were in a service industry, it really 

taught us to interact, communicate and 

network with people from different walks 

of life.

The ever amiable Mr. Roy said it works 

both ways. It does help but it also has 

with it a certain disadvantage too! Yes, 

you are in the know of the dynamics of 

the organisation. The warm-up period 

does get reduced to a great extent and 

you can start from day one!

My priorities would be to ensure that 

each one of us becomes a competent 

and motivated representative of the 

Corporation. We are a small organisation 

(by numbers) and this affords an 

opportunity to each one of us to acquire 

competency in core area of our activity. 

There is no dearth of opportunities to 

learn, acquire knowledge and use it for 

development of self and also the 

organisation. 

But at times we take the phrase 

'knowledge is power' a little too literally! 

What we presume to be knowledge is 

actually only 'information' and we 

assume power over our colleagues due 

to this knowledge! We should remember 

We then brought up the point that being 

with the Corporation as General 

Manager prior to taking over as its 

Chairman, would be to your advantage 

as you can start from day one! This 

should make it easier to effect changes 

and bring about improvements in the 

organisation. What would your priorities 

be?

that no individual is bigger than the 

organisation and knowledge and 

information are two very different things!

Mr. Roy said if we focus on our 

underwrit ing strategies and r isk 

management techniques, rest will 

automatically follow. We will need to 

make our core skill, underwriting of 

risks, more competent and disciplined. 

He said the Indian Insurance Market has 

vast potential and enormous capability 

to grow in the years ahead at a much 

faster pace. This gives GIC Re an 

opportunity to reposition itself and align 

with the India Growth Story; an 

opportunity to increase its dominance in 

the domestic market.

Another opportunity would be to leverage 

our position as an important player in 

the regional markets like SAARC, South 

East Asia, Middle East and Africa to 

improve our standing and gradually and 

cautiously increase our foothold in there. 

We are today present in virtually all time 

zones across the globe. Now is an 

opportunity to consolidate our position in 

these markets as well! Moreover, 

opportunities keep cropping up quite 

often and we would make the best use 

of them as and when they arise. 

But to achieve all this we need to 

concentrate on the quality of our 

manpower. A sizeable number of 

youngsters have very recently joined the 

Corporation and I am sure they would 

bring in the freshness and enthusiasm 

t h a t  i s  a l way s  r e qu i r e d  i n  a n  

organisation. I am happy that with their 

coming we have grown younger by 2 

We then sought his observations on the  

issues with which the industry is 

grappling currently, how does he see GIC 

Re's role in these transition times?

years! The average age of the GICians 

was 46 in January this year and now it 

stands at 44! I am happy that I now 

lead a younger organisation!      

Also, a CEO cannot function alone. 

There has to be an extended 

leadership, a committed management 

team and a wider leadership group to 

understand the challenges, participate 

in the planning and cascade the 

changes throughout the organisation. 

A broader team can bring in the 

benefits of complementary skills and 

multiply the manpower and brainpower 

available to tackle the critical issues.

Mr. Roy said no industry or sector can 

have a smooth ride. Life is always a 

mix of ups and downs. Today the 

insurance industry is passing through 

a rough patch that can be considered 

similar to turbulent phase which we 

often experience during our air travels. 

It does give us some discomfort but 

then it is for a short duration and the 

dexterity of the crew on board helps 

the craft over-ride the turbulence.    

To conclude, I will only like to say that I 

am a follower of the principle of 'Walk 

the Floor'. A CEO ought to be visible to 

enable his people to respond more 

positively to situations, especially 

when they get difficult. I am always 

available to all of you, you are welcome 

with your problems and suggestions.

To wind up our discussion with the 

new Chairman-cum-Managing Director 

we asked for his thoughts for the 

readers of GIC ReNEWS?

Anoop Khanna

CMD INTERVIEW
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2011 is behind us with troublesome 
memories of tremendous cost from 
the costl iest year in terms of 
catastrophic economic losses apart 
from sovereign debt crises.  The 
economic losses for 2011 are put at 
USD 380 Bln. and insured losses at 
USD 105 Bln.  This compares with 
insured losses of USD 101 Bln. for 
2005 and thus adjusted for inflation, 
2011 is second costliest year just 
behind 2005.  Thai flood insured 
losses at about USD 10 Bln. (some 
estimates go up to USD 15 Bln.) is the 
most expensive flood event in history.  
However the year was quite benign in 
terms of fatalities at below 30,000 as 
compared to long-term average of over 
70,000.

Results of various reinsurers are 
pouring in giving an idea of the scale 
of financial costs to the reinsurance 
industry.  Lloyd's has booked losses of 
USD 825 Mln. for 2011.  To put in 
perspective, Lloyd's booked a profit of 
profit of USD 3,500 Mln. in the 
previous year.  These work out to 
combined ratio 106.8% for 2011 as 
against 93.3% for 2010.  Lloyd's 
catastrophe claims at upwards of USD 
7 Bln. for 2011 makes it the largest 
catastrophe claims year for the 
institution in its over three centuries of 
existence.

The above figures would lead an 
average person to conclude that 
market should harden but reinsurance 
is a different kind of market.  While 
most market participants feel that the 
market should harden but it does not 
show any such signs.  The record 
losses are considered an outlier 
(statistical term for aberration) by the 
market observers.  The losses were in 
large part due to geophysical events as 
compared to the long-term trend of 
predominantly weather-related losses.  
Losses also came from region not 
expected to exhibit losses of such 
magnitude.  It will be debated for some 
time if absence of hard market 
following losses of such magnitude is 
due to lack of discipline.  As is well 
known in the reinsurance circles, 

pricing is more a function of supply 
side forces rather than demand side 
forces and with abundant capacity, 
market has not hardened despite 
record losses.  This needs to be 
contrasted with market reaction 
following record losses in 2005, the 
costliest catastrophic year where the 
market hardened on the back of 
corrections in assumptions underlying 
catastrophic models.

It is the goal of economists, regulators 
and policy makers worldwide to create 
markets devoid of cyclical behaviour.  
While it will be premature to talk of 
absence of cycles in reinsurance 
markets, growing integration of 
reinsurance markets with capital 
markets does offer such opportunity.  
The Economic Survey 2011-12 
however has flagged the issue of 
strong inter-linkages between the 
insurance and the banking sector in 
India with potential for contagion.  
Chairman IRDA has indicated in recent 
past that steps will be taken to create 
firewalls.

In  the backdrop of  expensive 
catastrophe year, unfavourable global 
macro-economic parameters and 
difficult investment climate, market is 
showing tremendous resilience by 
absorbing losses wi thout  rate 
hardening.  Ironically, it is this very 
convergence which is throwing up 
significant regulatory challenges.  
Against the backdrop of global 
economic challenges, investment class 
volatility, low returns, subdued growth, 
government austerity measures and 
high oil prices, the year ahead will 
continue to present signif icant 
challenges.

Indian Market: Non-life  insurance  
premium  (excluding credit, agricultural 
and stand-alone health insurance  
providers)  for  the  period  April-
January 2012 was INR 42,924.01 
crore registering  a  growth  of  24.25%  
over  the corresponding  period  of  
last  year.    Thus, growth momentum is 
sustained.   The premium of public 
sector general insurance companies 

increased  by 21.69% as compared to 
the private insurers' growth at 27.84%.  

While non-life is growing robustly, life 
insurance First year life insurance 
premium for April-January 2012 period 
amounted to INR 81,496.68 crore 
which is a de-growth of 14.2% over the 
previous year.  Most of the de-growth 
arises from individual single premium 
policies segment including unit linked 
insurance plan and pension products.  
This is attributed to high inflation and 
consequent attractive interest rates 
from banks.

The Insurance Regulator y  and 
Development Authority's (IRDA) has 
decided to implement “declined risk 
pool system” applicable to stand-alone 
third-party motor liability insurance 
and issued guidelines in this regard.  
This is in place of present motor pool, 
running at a claims ratio of more than 
185%, wherein all commercial third 
party premia are pooled and losses on 
account of the commercial third party 
motor portfolio are shared among all 
general insurance players according to 
market share.  The declined pool is 
likely to reduce the losses incurred in 
th is  c lass  w i th  premium rate  
correction.  Declined motor pool is the 
arrangement in which insurers would 
have the right to refuse or decline 
vehicle insurance and these vehicles 
will be insured from the pool shared by 
insurers.  This together with annual 
revision in premium rates is likely to 
bring much needed relief to insurers.  
IRDA allowed insurers to provide for 
their loses in three tranches by June 
30, 2014, rather than at one go as 
also maintain lower solvency margin at 
1.30 and 1.40 for 2011-12 and 2012-
13 respectively (statutory solvency 
ratio is 1.50).  With rate correction for 
motor third party portfolio which 
contributes about 35% of non-life 
market premium, it will be a big relief 
to the non-life insurers.

Hitesh Joshi

INDUSTRY NEWS

INDUSTRY NEWS
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LONDON SPEAKS

IC Re is a major player in Aviation. 
We are, in fact, the fifth largest Gglobally, outside USA/Canada and 

provide significant capacity to markets in 
Asia and Africa apart from meeting our 
domestic obligations being the sole 
reinsurer in India. 
Our capacity is USD 10 mln Hull and USD 
100 mln Liability. Our retro programme 
renews on the 1st of April and is the first 
programme of GIC Re to hit the market. It is 
rumoured that the reinsurers keenly await 
the programme.
We have over the years made major 
changes in our programme structure and 
with a deductible of USD 12.5 mln,(one of 
the highest in its league)  it is one of the 
most important programmes to hit the 
London Aviation market. 
It is a well-known fact that the Mecca of 
Aviation continues to be London despite 
the emergence of capacities in other parts 
of the world. It is also a very small, close 
knit community and GIC Re has always felt 
proud to be a part of this exclusive club. 
Furthermore, reinsurance is largely a 
relationship based business and it is 
important to keep in touch and be very well 
networked. If knowledge and information is 
power, nowhere is it more obvious than the 
London Aviation market.
Given the fact that we had, over the last 
couple of years, worked according to a plan 
to prune our portfolio after having doubled 
our deductible, a need was felt to 
showcase our underwriting philosophy and 
the results thereof to the London market. It 
was high time for us to undertake a 
pilgrimage and announce our arrival.  We 
had confidence in our underwriting and the 
same must be shared with our partners in 

progress who 
h e l p e d  i n  
shaping our 
programme 
a n d  
assiduously 
supported it 
o v e r  t h e  
decade of its 
existence. 
Yes, indeed it 
was 10 years 
o f  o u r  
programme 
b e i n g  i n  
place. With 
this objective 
i n  m i n d ,  
Team GIC Re 
led by our 
CMD visited 
London and 
over  th ree  
d a y s  o f  
hect ic  and 
back to back meetings, met a host of 
underwriters and brokers who have helped 
us put the programme in place and take it 
from strength to strength.
The pièce de résistance was our 
presentation to the lot of underwriters, not 
only from London but also from the 
continent that had suppor ted our 
programme over years.
The presentation was extremely well 
received and succinctly we were able to 
convey to the market, our hopes, 
expectations and aspirations. The 
programme, over the years has given a 
surplus of over USD 45 mln to our 
reinsurers on the programme with no 

recoveries in the 
previous year.
A s  w e  s i t  
comfortably in the 
new financial year 
which coincides 
with the beginning 
of the aviation 
p r o t e c t i o n  
programme, we 
a r e  h u g e l y  
satisfied with the 
outcome of the 
v i s i t .  T h e  
programme is in 
place and it is now 
upto us to deliver 
our promises. We 
hope to give our 
partners the best 
of deals and shall 
endeavour in right 
earnest to l ive 

GIC Re Flies High………

upto promises.
We are extremely thankful to our reinsurers 
and brokers on the programme who have 
made GIC Re a force to reckon with in the 
small but high flying world of Aviation.
It would not be out of place to state here 
that our visit also had a second as 
important purpose. ONGC, the fortune 500 
company of Oil & Energy also was to renew 
its policy and as the expiring leader on the 
programme, we had to bid for a second 
win. At the time of going to press, we have 
won the account for the second year in 
succession and the placement is on in full 
swing.

Devesh Srivastava

Mr. A K Roy, CMD (left) and Mr. Sujay Banarji, General Manager, GIC Re at 
the Aviation Presentation at London.

Team GIC Re at Lloyd's London
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he challenges brought up by 
Climate Change are indeed real. TOne may take them as such or not, 

is a different matter altogether. As 
mentioned elsewhere in this issue, year 
2011 was perhaps the costliest year as far 
as the losses due to natural catastrophes 
are concerned. Insured losses were over 
US $ 100 billion. These increasingly 
regular Nat cat events with increasing 
severity are due to climate change or not, 
is debatable, but they are a reality. And if 
insured losses due to these natural 
catastrophes exceed US $ 100 billion in a 
single year, the economic losses due to 
these events would be just mind boggling!

It is something that none of us can wish 
away and more so we the insurers and 
reinsurers! There are different opinions 
about whether all losses can be attributed 
to climate change, but there is unanimity 
on the fact that climate change does pose 
tremendous risk and it can be ignored only 
at one's own peril. 

Further, with the growth and advances in 
technology, risks have become enormous. 
T h e i r  v a l u e s  h a v e  i n c r e a s e d  
tremendously, at times beyond the 
imagination and capacity of a normal 
insurer or reinsurer. Also, the risks today 
tend to be concentrated at single locations 
in view of transportation and other logistic 
problems. As such in the event of any 
fortuitous happening the probability of 
huge claims increases tremendously. 

With the kind of risks that we have today 
there is also a possibility of further 
supplementary risks like business 
interruption risks and contingent business 

i n t e r r u p t i o n  
exposures arising out 
of them. Risks are 
also becoming too 
complex and need 
true blue blooded risk 
managers to assess 
and manage them.

N a t u r a l  
Catastrophes, by 
their unpredictability 
and erratic nature, 
besides of course the 
devastat ion they 
cause, continue to 
pose some very 
serious challenges 
for the Insurance 
Industry. Losses due to natural 

catastrophes are always high due to the 
fact that the increasing population comes 

in the way of nature's 
normal phenomena. 
W h a t  w e  c a l l  
c a t a s t r o p h e  a r e  
a c t u a l l y  n a t u r a l  
phenomena that turn 
catastrophic as we 
come in their way!

The fact that the 
economic losses far 
exceed the insured 
losses in natural 
catastrophic events 
speaks about the low 
p e n e t r a t i o n  o f  
insurance, especially 
in  the  emerg ing  
markets, which even 
otherwise are more 
prone to nat cat 

events. As such it would be prudent and 
also make good business sense for the 
insurance industry to make all efforts to 
increase the insurance penetration. Only 
when the insurance penetration improves 
would they be able to put their risk 
management and loss prevention 
knowledge to good use.   

The economics of natural catastrophes 
are just unpredictable. As such perhaps 
what is required is to influence, educate 
and make people aware of the hazards of 
climate change and measures that can be 
adopted to reduce the losses occurring 
due to these. The solution to risks posed 
by climate change perhaps lies in 
improved risk analysis techniques and 
disaster mitigation strategies. There is an 
urgent need to focus on loss prevention 
measures more. 

Of course it may not be absolute business 
strategy but then the insurance industry 
will need to rise to the occasion in the 
larger global interest. Climate Change is 
bound to have severe unimaginable 
impact on human health. Rising 
Temperatures and Changing precipitation 
patterns. These can also give rise to 
newer and more deadly forms of virus and 
bacteria that may not be amenable to any 
known forms of treatments.  This should 
spur the insurance industry to give a 
serious look at changes in health and life 
portfolios and initiatives to fund research 
that should mitigate such possibilities. 
This would bring out the social face of the 
industry that we not only take but also give!

2nd Climate Change Summit

It was to consider all these aspects of 
climate change that the 2nd Climate 
Change Summit for Asia's Insurance 
Industry was organised in Singapore in 
January this year. The Speakers at the 
Summit called upon the insurers and 
reinsurers to work in collaboration with 
their respective governments to mitigate 
the related risks. 

Mr. P K Bhagat, General Manager; Ms. 
Sarita Kunder, Chief Manager and Mr. 
Manoj H. Kaware, Deputy Manager 
participated in the 2nd Climate Change 
Summit.

Climate Change & Insurers

CLIMATE CHANGE 

Mr. P K Bhagat, General Manager (centre); Ms. Sarita Kunder, Chief 
Manager (right) and Mr. Manoj H. Kaware, Deputy Manager (left) of GIC 
Re at the Summit

Singapore Skyline
(photograph by Mr. P K Bhagat)
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SINGAPORE

n history, the time line shows that Sir 
Thomas Stamford Raffles turned around ISingapore from a small fisherman's 

village to a booming free port in a short 
period of five years. Singapore's early 
prosperity was based on a vigorous free 
trade policy, put in place in 1819 when Sir 
Raffles first established it as a British 
trading post. Later, mass industrialization 
bolstered the economy, and today it is the 
world's second busiest port with minimal 
unemployment, and a super-efficient 
infrastructure. Almost the entire population 
lives in upscale new apartments, and the 
average per capita income is over 
US$50,000. Singapore, being the melting 
pot of all religions, has strong values of 
eastern culture with the prosperity of 
western countries, which undoubtedly will 
take the country on the path of greater 
success in the years to come.

Today, Singapore is the Financial Capital of 
Asia. It houses the Asian headquarters for 
many service sector businesses all around 
the world, be it banking, insurance or 
consultancy services. 

It is a hub for insurers and reinsurers in 
Asian region. There are 36 non-life direct 
insurance companies and 22 reinsurance 
companies operating in Singapore. Few of 
the well-known names being Chartis 
Insurance , First Capital, Allianz, Tokio 
Marine, AXA, India International Insurance  
etc. Insurance and reinsurance market is 
mostly driven by the brokers and agents. 
Reinsurance market  in  Singapore 
comprises of many reinsurers of repute like 
Swiss Re, Munich Re, Mitsui Sumitomo , 
Asia Capital Re, Partner Re and many 
more. Gross Reinsurance Premiums for the 
year 2010 has been S$280.58 million with 
retention ratio of 80.5%. Monetary 
Authority of Singapore (MAS) is the central 
bank of Singapore and is responsible to 
conduct integrated supervision of financial 
services and financial stability surveillance. 
Insurance industry being part of the 
financial services is regulated by MAS.  
M A S  e n s u r e s  h i g h  s t a n d a r d  o f  
compliances, performance and regulations 
and thereby ensures Singapore's identity 
as a sound and progressive financial 
centre.

General Insurance Association (GIA) is a 
trade Association that encompasses all 
non-life insurance companies transacting 
business in Singapore. GIA helps identify 
emerging trends and responds to issues 
affecting the General Insurance industry. It 
seeks to promote the overall growth and 

development of the General Insurance 
sector in Singapore.

The latest press release issued by GIA 
provides a picture of non-life insurance 
industry for the year 2011, which states 
that total gross premiums of Singapore 
domestic market went up by 4.5% to 
S$3.17 billion last year, an increase from 
S$3.03 billion in 2010. The industry's total 
underwriting profit shot up 25% to reach 
S$248.3 million in 2011, up from S$198.1 
million in 2010. Overall incurred claim ratio 
for the domestic insurance sector has been 
54.8% for the year 2011 vies-a-vies 57.6% 
during the year 2010. Year 2011 has been 
a year of catastrophe losses, especially in 
the region of Asia and Australia. Starting 
with Japan Earthquake in March, 2011, 
New Zealand Earthquakes, Australia Flood 
and the last being Thailand Floods. 
Thailand Floods hardened the Singapore 
reinsurance market as regards rates. It 
also brought stricter terms like event limits 
during the renewals. Many reinsurers of 
repute withdrew from writing Asian 
business. Singapore insurance industry 
otherwise being strong, thus suffered due 
to tightening of reinsurance market.  

For Singapore insurance, 2011 has been a 
sixth consecutive year showing positive 
growth in general insurance industry. As far 
as Underwriting results are concerned, 
Motor Class has turned around from a loss 
of S$ 48.9 million in 2010 to S$ 21.2 profit 
dur ing the year 2011. The other 
contributors are Fire S$ 45.5 million, 
Personal Accident $$ 44.90 million, 
followed by Marine Cargo with profit of S$ 
29.9 million and Marine Hull with 
underwriting profit of S$ 13.6 million then 
comes Health, with a profit figure of $$ 8.8 
million and Work Injury Compensation with 
profit of $$ 3.6 million. 

The credit for better reduction in motor 
claims goes to various steps l ike 
adherence to the Motor Claims Framework, 
i.e. proactive and timely engagement with 
third party claimants, making the motorists 
aware of this best practice, and the same 
effectively contained the claim costs as 
also settlement  of claims efficiently. Also 
other initiatives like 'Pre-repair inspection 
requirement under non-injury motor 
accident protocol by the court, speeding up 
disputes, consumer education seminars 
have added to the reduction of incurred 
claims ratio. 

Apart from this various other initiatives 
have been taken up in the insurance sector 

with support of MAS. BOLA (Barometer of 
Liability Agreement) is an agreement 
between all  insurers, wherein the 
framework for sharing Motor Claims is 
designed. Various scenarios of Motor 
Claims have been analysed and the liability 
of each insurer due to involvement of 
different insured is decided upon to be 
implemented during settlement.

A working group has also been formed to 
formulate guidelines for Contract certainty. 
The objective of contract certainty is to 
provide clarity to all par ties to a 
reinsurance contract on terms and 
conditions prior to inception. The norms for 
Governance are under preparation, where 
by it is expected that documentation i.e. all 
reinsurance contracts is complete along 
with reinsurers signatures within 30 days. 

The presence of all majors of global 
insurance companies makes Singapore an 
international market for insurance and 
reinsurance.  The Region has shown a 
steady increase in its acceptability as a 
major insurance and reinsurance hub over 
the years and has emerged as a preferred 
centre for insurance services. The growth 
of the market has also given a boost to the 
established players in the Singapore 
market who have been operating from its 
soil for decades.  India International 
Insurance (III) Pte Ltd is one such venture 
of 4 Indian Public Sector insurance 
companies and GIC Re,  and was 
incorporated in 1987 by merging Singapore 
branch operations of Indian insurance 
companies. Presently it is the sixth largest 
General Insurer in the highly competitive 
Singapore Market with several large & 
reputed  multinational and local companies 
operating in a de-tariffed regime since a 
long time. The strong financials for the year 
2011 are reflected by Gross Premium of S$ 
183.3 million, PBT of S$ 34 million and A-
/Stable rating by Standard and Poor. III is 
among the top three Insurers in Singapore 
in Marine Hull Business. III is also among 
the Top three Insurers in Singapore 
handling complex Motor Fleet Insurance 
Business. The Company is presently 
headed by Managing Director and Chief 
Executive, Mr. Ish Kumar. 

With the growth in the economy of the 
region, the company is poised for greater 
growth with profitability and hopes to 
contr ibute s ignif icant ly  to al l  the 
stakeholders. 

 

Jayashree Ranade

Overview of the Singapore Non- life Insurance Sector



GIC Re NEWS
ISSUE 05   VOLUME 05 APRIL 2012

www.gicofindia.in 10

resh out of Mumbai University with a 
post graduate degree in Finance & FEconomics, young Bhagyam joined 

the Corporation at an young age of 23 as the 
first lady officer of the first batch of direct 
recruits in the general insurance industry 
post nationalization and rose to become the 
first lady Director of the Corporation.

GIC ReNEWS spoke to Mrs. Bhagyam 
Ramani for a chat about her impressions of 
the 36 years she spent in the Corporation.

Some excerpts of the interview we had with 
her.

How does it feel leaving an organisation 
with which you have been associated with 
for so long a time?

I feel as if I am leaving my parental house a 
second time in my life! The first time was 
after my marriage and then now as I retire 
from the services of GIC Re. But it is a sense 
of satisfaction, a feeling of a job well done 
and no regrets at all!

I am really thrilled when I look back at all 
those years spent here, it is really a happy 
fee l i ng to recall that you 

were an integral 
part of growth of 

GIC Re. We grew 
along with the 
Corporation.

During those 
days when job 

oppor tun i t ies  
weren't as large 

as  they  
a r e  

today and women were not very visible in 
sectors like insurance how you chose this as 
your field of calling?

During those days (in mid-seventies) there 
were no multinational corporations, the only 
employers were the Government or the 
public sector undertakings.

And these were any day better than the 
present day MNCs where you have to break a 
lot many barriers to reach the top. PSUs do 
not have any such barriers. There are no 
ceilings.  

A n d  a m o n g s t  t h e  p u b l i c  s e c t o r  
undertakings, during those days for a post 
graduate in Finance and Economics, there 
could not be anything better than the 
insurance companies. So it was a direct 
transition from the University to employment 
at GIC!

I owe a lot to my parents and especially to my 
father, who was very supportive of us and 
ensured that all of his three daughters got 
the best of education. Today if the 3 of us are 
economically independent, are well placed 
in life and have a sense of achievement, it is 
simply because of our father.

How did you balance your work and home 
life all these years? How supportive your 
family was?

I could achieve what I have achieved only 
due the unstinted support of my family. My 
husband has all through my career been a 
great source of strength and support for me. 
He ensured that I achieve what I aspire for. 
However, I never compromised on my family 
responsibilities. I was alwayslucky that could 
develop inclusive relationships in the family. 
I  e n s u r e d  t h a t  my  c h i l d r e n  g e t  
comprehensive education and imbibe moral 
values and ideals. As children grew up they 
also supported my career moves. In fact, I 
should say we as a family have been 
supporting each other and that is what 
matters a lot! At work I got an opportunity to 
interact with personalities like M J Pherwani, 
Y D Patil and J S Patel. I saw the formation of 
institutions like SHCI, NSE and a couple of 
others. 

Would you like to say something about how 
you spend your leisure time! 

I love to cook. I also love listening to Carnatic 
music, devotional music. I am also a 
voracious reader. I believe in the adage you 
create your own world by reading books. I 
have created such a world for myself and 
that is a world which has no retirement age!

What do you propose to do after you hang 
up your boots?

You would be surprised to know this, but yes 
it is a fact that despite being in the 
investment department for over three 
decades, I have no personal investments! I 
did not want to abuse my position. But now 
would like to use my domain knowledge and 
create a good portfolio for my children. I may 
involve myself in day trading or some sort of 
consultancy in investment. 

What would be your message for the 
youngsters who have just joined the 
Corporation? 

Public sector undertakings are still a great 
place to work. They provide unlimited 
learning oppor tunity.  You gain an 
opportunity to project yourself, to rise to the 
occasion and reach the highest level. One 
gets to grow and acquire knowledge. Face 
the challenges boldly; they will bring out the 
best in you. Create a niche for yourself and 
you will rise to great heights! Good luck. 

Any one you recall very specifically and very 
fond memories during all your years in GIC 
Re?      

I have very happy memories of working with 
our earlier chairman late R K Joshi. He 
trusted me no end. This was very evident in 
FAIR 2005 Conference held in Mumbai when 
he handed over the Chairmanship of the 
organizing committee to me. It was the best 
opportunity for me to prove my mettle, to 
come true to the expectations of my seniors. 
If only management could trust people with 
responsibility, the employees would learn a 
lot and perform to the best of their 
capabilities.

One last sentence from you to sum up your 
36 years in GIC Re!

It was a wonderful journey! A Life lived well 
and no regrets what so ever.

Thank you,

Anoop Khanna

"I am really thrilled when I look back at all those years spent here…" 
says Mrs. Bhagyam Ramani

INTERVIEW

‘…all parting in life is sad, but where the heart's deepest feelings are involved, the severance of old ties, and the necessity 
of saying good-bye, is about as trying an ordeal as any that a man can be called upon to go through…' thus spoke Mr. Gopal 
Krishna Gokhale on Friday the 19th September 1902 in his farewell speech at Fergusson College, Pune. 

Mrs. Bhagyam Ramani, Director and General Manager, GIC Re too echoed the same sentiments as she laid down office on 
31st of January this year after an eventful and blemish less career of 36 years, virtually as old as the organisation! 
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5TH INDIA RENDEZVOUS 2012-A REPORT

anuary 2012 was again a Rendezvous 

time in Mumbai. The fifth edition of JIndia Rendezvous, was held in 

Mumbai from 18th to 20th of January 

2012.

The theme of the Rendezvous was 

"Insurers and Reinsurers Partnering to Rise 

to the Needs of the Market".

The event, jointly organised by Asia 

Insurance Review and GIC Re, saw 466 

delegates from 33 countries attending the 

event. 

The inaugural session of the Rendezvous 

was addressed by Mr Ashok Kumar Roy, 

Chairman-cum-Managing Director of GIC 

Re and Mr Jan P Mumenthaler, Head, 

Insurance Services Group, Business Risk 

Depar tment,  International Finance 

Corporation.

In his welcome address, Mr.  Roy,  said that 

his company would continue to support the 

domestic market and has been focusing to 

achieve maximum retention of Indian 

business within the market. The years 

ahead will be crucial for all players, he 

said, given the depressing investment 

climate and the eurozone crisis. The 

increasing CAT events around Asia are 

worrisome and the industry needs to find 

measures to mitigate them, he said.

Mr. Mumenthaler emphasising on the 

importance of risk management said 

"insurers need to make it their number one 

priority".  Mr. Yvan Besnard, Chief 

Underwriting Officer, SCOR Global P&C, 

another speaker in the Rendezvous said 

that the 'it is necessary that the cost of 

capital is included into insurance and 

reinsurance pricing". 

Mr. Sujay Banarji, General Manager, GIC Re 

said that the Indian reinsurer is making 

efforts to streamline the Indian insurance 

market by way of improved terms, 

condit ions,  rates on treat ies and 

programmes and continue to support the 

domestic market to the best desirable 

levels".  

The major emphasis at the Rendezvous 

that has now acquired a respectable status 

in Asian Insurance Markets, was on the 

huge catastrophes that happened in 2011 

and the response of the global reinsurance 

community to these catastrophes.

The speakers stressed on the importance 

of the need for a much stronger 

partnership between the cedants and the 

capacity providers. Also, risk management 

was the focal point of the Rendezvous with 

all speakers suggesting that in view of the 

global economic uncertainties and rising 

catastrophic events all insurers need to 

make risk management their number one 

priority. 

Also, the distinguished panel of speakers 

shared with delegates their assessment of 

the potential in the market and the 

challenges ahead in the 2012 renewals.

A panel discussion on “India and the World 

Re i n s u r a n c e  

M a r k e t -

Partnership of 

I n s u r e r s  &  

R e i n s u r e r s ”  

w a s  t h e  

highlight of the 

2 n d  d a y ' s  

proceedings of 

t h e  

Rendezvous.

G IC  Re  was  

represented in 

t h e  

Rendezvous by 

a team of 25 

senior officers 

l e d  b y  t h e  

C h a i r m a n - c u m - M a n a g i n g  D i r e c to r  

(of f iciating) and General Manager 

(Reinsurance).

Alongside the presentations and panel 

discussions, bilateral meetings between 

direct insurers, reinsurers and the 

intermediaries were also held as part of 

the India Rendezvous 2012. 

The Rendezvous provides an opportunity 

for the direct insurers, reinsurers and the 

intermediaries to renew their relationships 

and networking for the new year renewals.

Editorial Desk 

IR 2012

Mr. A K Roy lights the lamp to inaugurate 
the India Rendezvous.   

Mr. Sujay Banarji, General Manager GIC Re 
speaks at the Rendezvous.

MR. R. Raghawan, General Manager GIC Re
(center speaks at the india Rendezvous 2012)
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 top team of GIC Re led by CMD Mr. 
Ashok Kumar Roy met the Lloyd's AMarket Development delegation in 

Mumbai on 6th February, 2012. The 
Lloyd's delegation was led by Mr. Jose 
Ribeiro, Director of International Markets 
and comprised of several managing agents 
and brokers of Lloyd's interested in 
developing business in India. 

The meeting with Lloyd's representatives 
included a presentation about GIC Re 
followed by an open forum for interaction 
with the visiting team on issues of mutual 
interest.

Mr. Roy in his address explained that while 
in 2003 the total Indian Insurance market 
was US $ 14 billion it has now grown to 
over US $ 68 billion. This translates into a 

CAGR of around 25 percent (2003-2010). 
In the same period the Indian non-Life 
Insurance Market has grown from US $ 2.5 
billion to US $ 8.7 Billion in 2011.

Lloyd's Visits India, Meets Team GIC Re

He explained that several drivers have 
spurred this growth and these include 
improving standards of living; emerging 
middle class, spread of Education and an 
overall improving awareness about 
insurance as a means to manage one's 

risks.  

India today is considered a promising 
market for global insurers and reinsurers. It 
is one of those emerging markets that has 
shown consistent growth and still has 
immense potential.  It is a universal 
sentiment that the Indian insurance 
industry is heavily underpenetrated and 
has the potential to grow exponentially. The 
slowly but steadily expanding Indian 
economy has spawned a demand for new 
insurance products. 

CONDOLENCES

Haresh L Teckchandani

GIC Re NEWS joins the GIC Re 
family in expressing its profound 
sorrow on the sudden demise of 
Hares L Teckchandani, Deputy 
General Manager at Kolkata on 
20th February 2012.  He was a 
valued colleague at GIC Re 
whose technical knowledge was 
appreciated by all. He was with 
us not for a very long period but 
has left an indelible impression on all those who 
interacted with him. 

We pray to the Almighty to give the bereaved family 
the courage and strength to bear this severe loss with 
fortitude. May the departed soul rest in peace.

LLOYD'S 

GIC Re DOES IT ONCE AGAIN
GIC Re has maintained its leadership on the ONGC Package Policy 
renewing 11th May 2012.

The year 2011/12 was the first year when GIC Re secured leadership 
on this prestigious account despite stiff competition from the major 
energy markets. The year 2011/12 is claims free as on date and the 
pricing for 2012/13 was quoted  with a marginal increase over the 
expiring price. As before it is expected that the placement will be 
completed successfully reflecting the confidence of the market in 
both ONGC and GIC Re.

GIC Re has been increasingly focusing on the growing offshore Oil 
and Gas sector both in the domestic and international market. GIC Re 
through a matured underwriting approach and a geographically well 
spread  book of business has been able to successfully weather the  
complexities  and volatility  of the  energy market. Although GIC Re 
had a late start, today GIC Re's Energy book of business has grown to 
about US$ 35 million (including branch office writings). GIC Re is now 
a recognized player in the global upstream energy market.
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Mr. B.N.Prasad

Mr. B.N. Prasad is a Post Graduate and 

M. Phil in History from Delhi University. A 

direct recruit Officer of the 1981 batch 

Mr. Prasad worked in New India 

Assurance Co. in different capacities till 

2008 when he was promoted as Deputy 

General Manager and posted to Oriental 

Insurance Co. 

Head Office in 

New Delhi as 

In-charge of  

M o t o r  a n d  

L e g a l  

Departments.

H e  w a s  

transferred to 

G I C  R e  i n  

January, 2012 

as Deputy General Manager and 

currently is In-Charge of O.S.D. and Legal 

Departments.

Mr. B N Narasimhan

A direct recruit officer of 1982 batch, Mr 

B N Narasimhan is a Post Graduate in 

Agricultural Statistics and Economics 

besides being an MBA and a Fellow of 

the Insurance Institute of India.  

Mr. Narasimhan served in various 

b r a n c h e s ,  

d i v i s i o n s ,  

regional offices 

of United India 

Ins. Co. till his 

posting at GIC 

Re in January 

this year.

H i s  c u r r e n t  

responsibilities 

include Risk 

Management & PML Calculations, 

Terrorism Insurance Pool, Motor, 

Miscellaneous & Health.

Mr. D T V Sastri

A direct recruit officer of 1985 batch, Mr. 
Sastri is a Post Graduate in Commerce 
and a Fellow of the Insurance Institute of 
India. He has been with GIC Re from the 
beginning of his career in the general 
insurance industry. 
His current responsibilities as Deputy 
General Manager include underwriting 
w o r l d w i d e  
i n w a r d  
Retrocession 
a n d  
Re insurance  
business.
H i s  e a r l i e r  
ass ignments  
i n c l u d e d  
o v e r s e e i n g  
r e i n s u r a n c e  
under wr i t ing  
and was also 
involved with 
GIC Re's outward protection programme. 
He has also worked in the crop 
insurance department and was the 
regional in-charge for Karnataka at 
Bengaluru. 

WELCOME
GIC ReNEWS welcomes the new Deputy General Managers who have joined the GIC Re family 

recently. We hope you have a successful stay at GIC Re and wish you Good Luck.

WELCOME

Infusion of fresh talent  into the GIC  Re team.
( 50 young specialist officers has joined GIC Re during Feb 2012)
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ERM

outh Mumbai is the hub of 

various financial institutions Sthat make Mumbai the financial 

capital of the country. Many parts of 

South Mumbai suffered a major power 

outage in October last year due to a 

major fire in one of the transformers of 

BEST Undertaking, located in Colaba 

area of South Mumbai, the power 

supplier to Mumbai.

As luck would have it, the incident 

happened on a Sunday, a closed day 

and not much impact was felt by 

majority of corporate offices located in 

the area. However, the crisis 

spilled over to the next day and 

it took a couple of days more 

for normalcy to be restored.  

Such a power outage in South 

Mumbai is a rare event but 

there is no guarantee that such 

an event  wi l l  not  recur.  

Moreover, in locations where 

such eventualities are rare the 

occupancies are usually ill-

prepared for them. Such events 

can however escalate into 

business disruption. Most of 

the Business Continuity Plans (BCP) 

miss out on power failure response 

s t r a t e g y  o f  t h e  r e s p e c t i v e  

organisations. Therefore it becomes 

imperative that we do not overlook this 

very important aspect while developing 

or refreshing our Business Continuity 

Plans.  

During this crisis in South Mumbai the 

critical equipment of a leading 

financial institution were unable to 

function as many of the non-essential 

equipment, over a period of time, were 

connected to the UPS network. This 

perhaps did not make much of a 

difference when the going was good as 

the regular supply continued to 

replenish the power drawn from the 

UPS system. But when the UPS was 

required to support the critical 

equipment during the power outage, 

the non-essential equipment drained 

them off in no time!

Emergency management is a dynamic 

process. Planning, though critical, is 

not the only component. Training, 

conducting drills, testing equipment 

and coordinating activities for the 

employees are other impor tant 

functions. 

Formal process and procedures are 

critical to success. Experiences of 

business continuity and disaster 

recovery professionals have shown 

t h a t  proper planning in advance of 

any incident makes response to that 

incident much more effective and 

electrical power failures are no 

exception. Groups responsible for 

reacting during any eventuality should 

make sure that well documented and 

easily understood procedures are 

developed and maintained.

During a crisis, people react differently 

than when there is no stress, so the 

procedures should be clearly written, 

explained and practiced. One method 

to make the procedures easier to 

follow would be to use step-by-step 

check lists or flow-charts and organise 

regular drills.

H e n c e ,  i t  i s  i m p o r t a n t  t h a t  

organisations develop an elaborate 

disaster recovery plan and include all 

the r ight people, taking in to 

consideration all the possibilities, even 

the remotest ones, and put them to 

test them out. Some organisations 

never put to test their disaster 

recovery plans. This could be for a 

variety of reasons, could be due to too 

much work ,  or  cannot  f ind a 

convenient time to try it out, or just 

don't want to spend the money and 

effort on testing and the disaster 

recovery plan never gets tested. That 

means the people who are responsible 

for implementing the plan are actually 

raw rookies if disaster strikes, 

and gaps in the plan are not 

identified until too late to plan 

around them.

Ideally, disasters are problems 

that never surface, so cost is 

very often a major issue and 

budget is difficult to secure for 

what should be unlikely use. 

However, the events of 2011 

should serve as eye opener to 

all organisations that no cost is 

m o r e  to  m a t c h  a n d  b e  

prepared for the disruptions resulting 

from these types of disasters. The 

after-effects of these disasters ripple 

across organisations shake up entire 

industries and take their toll on 

employee, customer and partner 

relations.

It is also important for organisations to 

be resilient, to be able to generate 

profit and continue its activities 

without interruption. But equally, if not 

more, important is the fact that the 

human capital of any organisations 

should be resilient and for this it is 

important that the BCP of the 

organisation addresses this issue as 

the top most priority.

Editorial Desk 

Business Continuity Plan: 
How well are you prepared?
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he Insurance Regulator y & 

Development Authority (IRDA) has Tdismantled the Indian Motor Third 

Party Pool constituted in the year 2007 

with an objective of ensuring the 

availability of third party motor liability 

policies of the commercial vehicle 

owners. 

The Authority has now 

set up a declined risks 

pool for third party 

commercial  vehicle 

motor insurance with 

effect from 1.4.2012.

The purpose of creating 

the Indian Motor Third 

Party Declined Risk 

Insurance Pool for 

Commercial vehicles 

(Act only Insurance) is 

to ensure the following:

(I) Equitable and fair 

sharing by all insurers

(ii) No supply side 

constraints

( i i i )  S i m p l e  t o  

administer

(iv) To bring claims 

management efficiency

The declined risk pool 

s h a l l  a p p l y  t o  

commercial vehicles for 

standalone third party 

liability insurance (Act only insurance). 

No comprehensive motor insurance 

policy or part thereof shall be ceded to 

the pool. Miscellaneous and special 

class of vehicles falling under class code 

23 of the erstwhile All India Motor Tariff 

shall also be excluded from the scope of 

the pool.

All existing general insurers and every 

newly registered general insurer 

automatically shall be admitted as 

member of the Indian Motor Third Party 

Declined Risk Insurance Pool (Declined 

Risk Pool). 

Specialist insurers not licensed for motor 

insurance business shall not be 

members of the declined risk pool. 

General Insurance Corporation of India 

will be the pool administrator of the 

Declined Risk Pool. However, GIC Re 

would not be a member of the Pool.

Premium for motor third party insurance 

for commercial vehicles shall be same 

whether underwritten to its net account 

or ceded to the declined risk pool.

Further, every insurer shall underwrite 

(excluding reinsurance) a minimum 

percentage of standalone (Act only) 

commercial vehicle motor third party 

insurance which shall be in proportion to 

the sum of fifty percent of the company's 

percentage share in total gross premium 

and fifty percent of the total motor 

premium of the industry in the current 

year.

The premium for declined risk pool shall 

be determined in accordance with the 

actuarial principles which shall be used 

by all the insurers and 

shall be notified by the 

Authority from time to 

time.

The appointed actuary 

of the Declined Pool 

sha l l  ana lyse  and  

submit to the Authority 

the claims frequency, 

claims costs, expense 

inflation, investment, 

etc considering the 

long tail of business 

and classify the rates 

for each classification 

like standard risks, 

sub-standard risks etc. 

at least on an annual 

basis and review all the 

loadings allowed for in 

t h e  p r e m i u m  

determination.

Under the new pool the 
insurance companies 
would now need to 
retain 20 percent of 
the gross premium in 
their accounts, give 10 
percent to General 
Insurance Corporation 

of India and rest 70 percent would go to 
the motor pool.

The Indian general insurance industry 
has welcomed the new Pool. Industry 
sources say that declined pool was likely 
to reduce the loss ratio and bring more 
transparency into the system. It would 
reduce the losses and increase 
efficiency of managing claims. However, 
now as 20% of the claim amount has to 
be borne by the insurer. This is expected 
to make the underwriters cautious.

Editorial Desk 

Indian Motor Third Party Declined Risk Insurance 
Pool For Commercial Vehicles

MOTOR POOL

Parameters for ceding the proposals to the declined risk pool
(a) Each company will have its own underwriting manual having the 

underwriting parameters for accepting or ceding the risk to the pool, 

which shall be filed with the Authority.
(b) Any business which does not fall within the underwriting parameters of 

the insurer shall be ceded to the pool.
(C)The ceding insurers shall retain 20% of the individual risk to his net 

account (after obligatory cessions) and cede the balance to the declined 

pool.
(d) The retention of the risk or the cessions to the pool shall be strictly as per 

the filed underwriting manual of each company.
(e) The underwriting manual of the company shall be filed every year with 

the Authority before 31st January of the forthcoming financial year.
(f) However the underwriting parameters based on which the company 

shall accept or cede the risk to the pool shall be limited to i) age of the 

vehicle; ii) geographical parameters based on the registration of the 

vehicle and iii) type of vehicle based on the tonnage for Goods Carrying 

Vehicles and passenger seating capacity for Passenger carrying 

vehicles; iv) Such other parameters which the Authority may decide from 

time to time.
(g) Every company shall get the cessions to the pool audited by its statutory 

auditor who will certify compliance to the underwriting guidelines filed 

with the Authority.
(h) The cessions to the pool shall also be audited by the pool auditors.

(i) The codes and sub codes necessary to capture this information shall be 

standardized to facilitate effective monitoring and data transfer to the pool.
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ICians celebrated the 63rd Republic Day on 
the 26th of January with usual patriotic 
fervour and enthusiasm.G

GIC Re Celebrates 63rd Republic Day

, Kuala Lumpur

A.M. Best Co. reaffirms 
A – (Excellent) Financial Strength Rating 

to GIC Re

A.M. Best Co. has affirmed the Financial Strength Rating of A-(Excellent) and the Issuer Credit Rating of 'a-' of General Insurance 
Corporation of India (GIC Re) (India). The outlook for both ratings is stable. The ratings reflect GIC Re's strong risk-adjusted 
capitalization, its prominent business profile in the Indian and overseas reinsurance markets and the continuous improvement 
of its expense ratio. As per A. M. Best Co., 

GIC Re's adjusted capital and surplus increased during the financial year ended March 31, 2011. GIC Re's capitalization, as 
measured by Best's Capital Adequacy Ratio (BCAR), weakened slightly in fiscal year 2010-2011. In spite of increases in loss 
reserves for the Indian motor business and loss reserves for various natural catastrophe losses in 2010-2011, GIC Re's 
capitalization is adequate for its current rating level. 

Video Conferencing  
 
Our branches in India and abroad, including the 
representative office at Moscow are now connected with the 
Head Office at Mumbai by video conferencing facility.

The ceremony began with CMD Mr. Ashok 
Kumar Roy unfurling the national tricolour on 
the terrace of Suraksha and inspecting the 
guard of honour presented by the security 

contingent of the Corporation.

This was followed by the General 
Managers and CMD addressing the 
employees  present  on  the  
occasion.    

It was on this day that our 
Constitution that was approved and 
accepted on November 26, 1949 
came into force in a full-fledged 
manner in 1950.

Jai Hind

REPUBLIC DAY
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