
Editor's Thoughts:

The Commonwealth Games-2010  held  at  the Indian Capital at New 

Delhi have been termed spectacular by the critics and the Indian spirit 

has risen yet again to meet the challenge of delivering the goods. We 

have proved that the nation can well match the organisational  prowess 

of any other developed country. At GIC Re, we are proud to have been the 

reinsurers to the event and are happy to announce that there were no 
 claims under the event and terrorism cover.

GIC Re has been ranked 16th under the Global Reinsurance Groups 

ranked by Net Reinsurance Premiums Written and proudly so, 

considering the role played by GIC Re as the sole re-insurer in one of the  

largest growing economies in the world. The Indian General Insurance 

industry has recorded a premium of  22,723 crores for the half year 

ended September-2010, registering a record increase of 22.86% over 

the corresponding period  last year, indicating increased market 

corrections in premiums and raising hopes of stability in the market.

It is Conference season once again, starting with Rendez-Vous de 

September at Monte Carlo followed by FAIR at Bandung, EAIC at Bali and 

Baden-Baden Conference happening later and setting the tone for the 

renewal season. At GIC Re, we look forward to a busy renewal season 

with increased participation in all markets across the globe, reinforcing 

our image as a truly international reinsurer gearing to be among the top 

ten global reinsurers.

This issue has tried to cover the historic legislation for Civil Liability for 

Nuclear Damage Bill as also the new symbol of the Indian Rupee along 

with insurance for temples and Gods in keeping with the festive mood of 

the season.

Good Wishes for a happy and healthy festive season to all our readers.

(Alice Vaidyan G.)
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t is the season of festivals. We have had a bountiful 
monsoon. Stock Markets are in a upward swing and Ibullion is shining like never before. Mood is positive and 

upbeat as all things look up. We have just completed the first 
half of the current financial year and the results, from the 
information available, are encouraging and should motivate 
us to perform even better in the second half of 2010-11.

Cooperation can work wonders, achieve the seemingly 
unachievable and create miracles. The Chilean mine 
incident and the subsequent dramatic and innovative safe 
rescue of 33 trapped miners, after  spending 69 days 700 
metres below the surface of the Earth, with international 
support and cooperation is actually a real-play of the 
globalised village and a sterling example of what synergy 
between man, material and science can achieve. 

Reinsurers, across the world today are facing a great 
challenge. With availability of adequate capacity the 
underwriting is not very scientific. In the Indian Insurance 
sector as the competition increases with the entry of more 
players and the impending further liberalisation of the 
sector; we need to maintain some modicum of discipline to 
ensure the health of the industry. 

This becomes all the more important and essential now as 
we move to a period where some of the players may be 
preparing to go public once the regulator finalises the norms 
for the same. Whether an individual or an organisation;  
regulation that originates from within is the best.

We at GIC Re look forward to and are ready to do our bit to 
ensure a disciplined growth for the Indian insurance market 
even as we look to improve upon our global footprints. We 
have always supported our cedants through thick and thin 
and are prepared to walk that extra mile that may be required 
to support a healthy growth of our market which has the 
potential for one of the largest growth during the period 2011 
to 2030. According to a study the Indian general insurance 
market could be worth US $ 120 billion and US $ 340 billion 
by 2030 compared with less than US $ 10 billion today.

As we once again  ready to celebrate the many festivals 
that fall in the next couple of months, I wish you and your 
family the very best in the days ahead!

Good Luck

get 

IC Re has declared a dividend of 82 % for the year 2009-

10. This happens to be the highest dividend pay-out till Gdate. The dividend cheque for 352.60 crores was 

presented to the Honorable Union Finance Minister Shri Pranab 

Mukherjee in New Delhi on the 9th of September 2010 by Shri 

Yogesh Lohiya, Chairman cum Managing Director, GIC Re. 

The occasion   was graced by Hon’ble Minister of State for Finance 

Shri Namo Narain Meena and Joint Secretary, Department of 

Financial Services, Shri Tarun Bajaj. Also present on the occasion 

were Shri M Ramaprasad and Shri A K Roy, General Managers,     

GIC Re. (Photograph on Cover Page)

GIC Re’s gross premium income during 2009-10 was 9737 

crores. Profit after tax for the year (2009-10) stood at 1774.6 

crores as against   1407.2 crores in 2008-09.

Total Assets were valued at  43842 crores as on 31st of March 

2010. Out of the total premium of  9737 crores 44% was 

procured from the international market.

GIC Re ranks 16th among international reinsurers as per standard 

$ poor’s ranking for 2009 released in Monte Carlo in September 

this year.

Also, GIC Re has been rated A-(Excellent) for its financial strength, 

by A M Best Co. and AAA (In)" for its claims paying ability by the 

Indian Rating Agency CARE. 
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   EDITORIAL DESK

From CMD’S Desk

Yogesh Lohiya  

Shri Pranab Mukherjee, Hon’ble Finance Minister looks at        
GIC Re’s Performance

82 % dividend for 2009-10
- Highest Ever till date
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WHY NUCLEAR ENERGY?

Nuclear power produces around 11% of the 

world's energy needs from  around 437 

nuclear power plants situated in various 

countries. It  produces huge amounts of 

energy from small amounts of fuel, without 

the pollution that you'd get from burning 

fossil fuels. 

The advantages of nuclear power over 

conventional energy sources are  that it 

costs about the same as coal, so it's not 

expensive to make. It does not produce 

smoke or carbon dioxide, and ther is no 

contribution to the greenhouse effect. It 

also produces huge amounts of energy 

from small amounts of fuel and produces 

small amounts of waste. Nuclear power is 

reliable.

However, even though nuclear power is 

reliable, a lot of money has to be spent on 

safety - if it does go wrong, a nuclear 

accident can be a major disaster. The waste 

produced is very dangerous and must be 

sealed up and buried for many thousands 

of years to allow the radioactivity to die 

away. For all that time it must be kept safe 

from earthquakes, flooding, terrorists and 

everything else. 

As the price of oil and global warming 

concerns both continue to rise steadily, a 

renewed interest in the clean-burning 

properties of nuclear power are becoming 

much more attractive.

The nuclear energy market is expected to 

grow substantially over the next 20 years. In 

fact, the amount of electricity the U.S. uses 

is expected to rise 50% by 2030, and 

worldwide electricity consumption is 

expected to double by 2030. This very 

bullish outlook for the nuclear energy 

market means there will be increased 

demand for nuclear energy and this 

increased demand coincides with a rather 

weak amount of supply. As emerging 

economies develop over the next 20 years, 

there will be an enormous spike of demand 

for low-cost, environmentally-friendly 

alternative energy sources, and nuclear 

power is expected to satisfy this demand.

Nuclear power is the fourth-largest source 

of electricity in India after thermal, hydro 

and renewable sources of electricity. As of 

2010, India has 19 nuclear power plants in 

operation generating 4,560 MW while 4 

other are under construction and are 

expected to generate an additional 2,720 

MW. India now envisages to increase the 

contribution of nuclear power to overall 

electricity generation capacity from 4.2% to 

9% within 25 years. In 2010, India's 

installed nuclear power generation capacity 

will increase to 6,000 MW. As of 2009, 

India stands 9th in the world in terms of 

number of operational nuclear power 

reactors and is constructing 9 more.

India, being a non-signatory of the Nuclear 

Non-Proliferation Treaty, has been 

subjected to a de-facto nuclear embargo 

from members of the Nuclear Suppliers 

Group (NSG) cartel. This has prevented 

India from obtaining commercial nuclear 

fuel, nuclear power plant components and 

services from the international market, 

thereby forcing India to develop its own fuel, 

components and services for nuclear power 

generation.  On one hand, by precluding 

India from taking advantage of the 

economies of scale and safety innovations 

of the global nuclear industry, the NSG 

regime has driven up the capital and 

operating costs and damaged the 

achievable safety potential of Indian 

nuclear power plants. On the other hand, 

the NSG embargo has forced the Indian 

government to support and actively fund 

the development of Indian nuclear 

THE INDIAN NUCLEAR SCENARIO

technologies and industrial capacities in all 

key areas required to create and maintain a 

domestic nuclear industry  resulting in a 

wide pool of nuclear scientists, engineers 

and technicians that have developed new 

and unique innovations in this field. This 

agreement will allow India to carry out trade 

of nuclear fuel and technologies with other 

countries and significantly enhance its 

power generation capacity.

India's 1962 Atomic Energy Act says 

nothing about liability or compensation in 

the event of an accident. Also, India is not a 

party to the relevant international nuclear 

liability conventions (the IAEA's 1997 

Amended Vienna Convention and 1997 

C o n v e n t i o n  o n  S u p p l e m e n t a r y  

Compensation for Nuclear Damage - CSC). 

Since all civil nuclear facilities are owned 

and must be majority-owned by the Central 

Government (NPCIL and BHAVNI, both 

public sector enterprises), the liability 

issues arising from these installations are 

its responsibility. 

The Indo-U.S. Civilian Nuclear Agreement 

was enacted in October, 2008  to facilitate 

civilian nuclear partnership between United 

States and India along with many other 

mutual benefits on the term that India will 

separate its civilian and military nuclear 

facilities. 

To facilitate nuclear commerce and attract 

U.S. private companies involved in nuclear 

commerce, it is necessary to pass the Civil 

Liability for Nuclear Damage Bill which  will  

define the financial and legal liabilities 

upon the involved groups, manufacturers, 

operators and government in case a 

nuclear accident occurs. The bill shall 

necessitate suitable amendments in the 

Atomic Energy Act 1962 which will pave way 

for private investment in the Indian nuclear 

power program.

THE  INDIAN  CIVIL  LIABILITY  
FOR  NUCLEAR  DAMAGE  BILL,  2010

n August 25, 2010, the Indian Parliament passed a historic legislation - The Civil Liability for Nuclear Damage Bill, 2010 which 

seeks to create a mechanism for compensating victims of nuclear damage arising from a nuclear incident. This legislation will O
open up a new chapter in the growth of the Indian nuclear power industry. This article aims to discuss the current status of the 

Indian nuclear power industry and the provisions of the Bill.

Editorial Desk

NUCLEAR LAW
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Clause 17(b)

The amended  clause 17(b)  reads : "the 

nuclear incident has resulted as a 

consequence of an act of supplier or his 

employee, which includes supply of 

equipment of material with patent or 

latent defects or sub-standard services." 

It now does not have the word "intent" 

with regard to suppliers or their 

employees in causing an accident in a 

nuclear plant, a provision that was 

present in the original draft  which was 

strongly objected to by opposition 

parties who  felt it was aimed at diluting 

the suppliers' liability. 

This clause is framed and was debated 

in the context of strong national 

awareness of the Bhopal disaster in 

1984, probably the world's worst 

industrial accident. A Union Carbide 

(51% US-owned) chemical plant in the 

central Madhya Pradesh state released 

a deadly mix of methyl isocyanate and 

other gases due to operator error and 

poor plant design, killing some 15,000 

people and badly affecting some 

100,000 others. The company paid out 

some US$ 1 billion in compensation - 

widely considered inadequate.

The bill also does not make any mention 

of India ratifying the Convention on 

Supplementary Compensation for 

Nuclear Damage (CSC), and any 

international treaty or framework 

governing nuclear liability under which 

the supplier cannot be sued in their 

home country. The CSC is not yet in force 

internationally, but Indian ratification 

would bring it closer to being so, and was 

part of the September 2008 agreement 

with USA.

It remains to be seen whether this 

legislation manages to attract sufficient  

foreign investment to opens the doors 

for a more safe and sustainable nuclear 

power generation for the country thereby 

boosting India’s growth as a global 

economic superpower. Needless to add, 

th i s  wou ld  open  up  immense  

opportunities for the Indian non-life 

insurance industry to offer insurance 

based financial solutions.     

 - Compiled by Ms Girija Subramanian

MAJOR INTERNATIONAL AGREEMENTS

HISTORIC INDIAN LEGISLATION

There are three major international 

agreements which form the international 

framework of nuclear liability - The  Paris 

Convention of 1960, the Vienna Convention 

of 1963, and the Convention on 

Supplementary Compensation for Nuclear 

Damage of 1997.  

Presently India is not a party to any of these 

conventions. India has also signed some 

agreements with other countries (including 

USA, UK, Russia, France, and Canada) for 

co-operation in use of nuclear energy for 

civilian purposes.  

International agreements have certain 

common features to address this issue -

Fixing no-fault liability on operators and 

requiring them to take insurance or provide 

financial security, limiting no-fault liability in 

time and amount  and define a process for 

expeditious distribution to victims by fixing 

which court/ authority has jurisdiction. 

A Civil Liability for Nuclear Damage Law is 

pre-requisite for India to be part of the 

C o n v e n t i o n  o n  S u p p l e m e n t a r y  

Compensation (CSC) adopted by UN 

nuclear watchdog -- International Atomic 

Energy Agency in 1997. The CSC makes the 

operator of the nuclear installation and not 

the suppliers, liable in the event of an 

acc ident  and  caps  the  leve l  o f  

compensation at not less than 300 million 

Special Drawing Rights (SDRs), equivalent 

to nearly USD 460 million. However, the 

CSC is yet come into force as it has been 

ratified by only four countries -- the US, 

Argentina, Morocco and Romania. 

According to IAEA, at least five states with a 

minimum of 4,00,000 MWe of installed 

nuclear capacity have to ratify the 

Convention for it to come into force.

Highlights of the Bill

The Civil Liability for Nuclear Damage Bill, 

2010 fixes liability for nuclear damage 

a n d  s p e c i f i e s  p r o c e d u r e s  f o r  

compensating victims. 

The Bill fixes no-fault liability on operators 

and gives them a right of recourse against 

certain persons.  It caps the liability of the 

operator at Rs 1,500 crores.  For damage 

?

?

exceeding this amount, and up to 300 

million SDR (around USD 450 Million or 

RS 2100 crores), the central government 

will be liable. 

All operators (except the central 

government) need to take insurance or 

provide financial security to cover their 

liability. 

For facilities owned by the government, 

the entire liability up to 300 million SDR 

will be borne by the government.  

Time limit to make a claim to be 10 years  

from the date of notification of the 

nuclear incident. The Atomic Energy 

Regulatory Board has to notify each 

nuclear incident within 15 days of its 

occurrence, unless the gravity of threat 

and risk involved is insignificant.

The Bill specifies who can claim 

compensation and the authorities who 

will assess and award compensation for 

nuclear damage.  

Those not complying with the provisions 

of the Bill can be penalised. 

After compensation has been paid by the 

operator (or its insurers), the bill allows 

the operator to have legal recourse to the 

supplier for up to 80 years after the plant 

starts up if the "nuclear incident has 

resulted as a consequence of an act of 

supplier or his employee, which includes 

supply of equipment or material with 

patent or latent defects of (or) sub-

standard services." This clause giving 

recourse to the supplier for an 

operational plant is contrary to 

international conventions.

?

?

?

?

?

?

NUCLEAR LAW
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conomic prognosis for the world Eeconomy continues to attract attention 

of markets, observers and policymakers.  

Consensus appears to continue to elude 

opinion makers.  Financial crises tend to 

create adverse effects not only in short 

term but also in medium term.  Weak credit 

conditions have led to fall in imports and 

trade and economies relying significantly 

on exports need to switch from export-led to 

domestic-demand led economic models.  

There are distinct signs of recovery but 

reaching the level prevailing before the 

crisis in terms of economic activities is still 

some way off.  Stimulus package-driven 

growth is petering of f and f iscal 

consolidation is likely to depress growth in 

the short to medium term with light at the 

end of the tunnel.

IMF study finds that a budget deficit cut of 1 

percent of GDP tends to lower output by 

about  ½ percent  and ra ise  the  

unemployment rate by ⅓ percentage point.  
With the fiscal consolidation and reining in 

budget deficits being in fashion now, 

growth will remain elusive.  Alongside 

fiscal consolidation, leeway for monetary 
stimulus remains limited owing to interest 
rates being close to zero for some 

countries.  However simultaneous 
measures by various economies may have 

counter-active effect and not give the 
desired result which otherwise could be 

achieved by any economy acting on stand-

alone basis in normal times.  

Global insurance premiums reportedly 

contracted by 1.1% to $4.07 trillion in 

2009 as compared to 3.6% in 2008.  Life 

premiums fell 2% to $2.33 trillion in 

2009, while non-life premiums remained 

flat at $1.74 trillion. In most countries, 
insurance growth has tended to outstrip 

growth in GDP.  However, with GDP growth 

itself under cloud, insurance growth will be 

INDUSTRY NEWS: July 2010-September 2010

INDUSTRY NEWS

hard to come by.

Under-assessment of systemic liquidity 

risks by the governments, regulators and 
public and private sector players was at 

the heart of global financial crisis.  The 

Basel Committee on Banking Supervision, 
in order to strengthen capital and liquidity 

regulations, has responded by formulation 

of BASEL III, updating earlier Basel 

Accords in the form of Basel I and Basel II.  
This will have the effect of raising capital 
requirements quite significantly in order 

that future shocks are easily absorbed.  

Alongside, introduction of Solvency II in 
European markets is likely to have similar 

influence.  By one estimate, Solvency II 
could lead to British insurers needing more 
than £50bn in fresh equity besides greater 

emphasis on risk management practices.  

Greater capital demands arising out of 

quality of business written as also of 

investment operations will potentially lead 

to more disc ip l ined underwr i t ing 

processes.  Markets will see subdued 

growth in business, continuing volatility in 

financial markets and challenging 

investment climate in the near to medium 

term.

Higher capital requirements will push 

prices higher and put pressures on risk 

carriers to economize on capital and extract 

better yields from investments.  This also 

has the potential to lead to growth of 

alternate risk transfer solutions which 

usually flourish when reinsurance markets 

harden.

Global reinsurance capacity for property 

and casualty classes remains at record high 

levels and this capacity growth continues to 

exceed demand from cedants.  Inadequate 

demand is in part owing to the global 

financial crisis.  During mid-year renewals, 

catastrophe reinsurance pricing have 

shown declining trend which is capacity 

driven rather than an influence of demand 

side.  By one estimate, global reinsurer 

capital increased by 8% to USD434bn 

towards beginning of 2010, surpassing 

record capital levels of 2007. 

estimate, global reinsurer capital increased 

by 8% to USD434bn towards beginning of 

2010, surpassing record capital levels of 

2007. 

The quarter saw the culmination of the 

worst oil spill in history, of British Petroleum, 

almost equalling global offshore premium 

base.  Reinsurance industry in 2010 thus 

far has been significant loss producing 

events from Chilean earthquake (of 

moment magnitude (Mw) 8.8, the seventh 

largest magnitude earthquake ever 

recorded), hailstorms in Australia, storm in 

Europe and flooding in Brazil, France, 

Poland, the U.S., China and Pakistan.  

These catastrophes were however not able 

to make dent in the abundant capital supply 

to the industry.

Non-life insurance premium (excluding 

credit, agricultural and stand-alone health 

insurance providers) for the period April-

September 2010 was INR 20,678.23 crore 

registering a growth of 22.9% over the 

corresponding period of last year. This 

compares with 8.0% growth in 2009 for the 

like period over 2008.  There is no 

noteworthy movement in market share 

between public and private sectors during 

the quarter. 

L&T General Insurance Company Limited, a 

general insurance company promoted by 

Larsen & Toubro has been granted 

registration by the Authority on 12.7.2010. 

With this registration, the total number of 

general insurers registered with the 

Authority has gone up to 24.

T h e  I n s u r a n c e  R e g u l a t o r y  a n d  

Development Authority (IRDA) has directed 

the general insurers to stop credit default 

insurance business.  The Authority plans to 

come up with detailed guidelines on the 

matter. 

    Hitesh Joshi
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driven rather than an influence of demand 
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record capital levels of 2007. 

The quarter saw the culmination of the 

worst oil spill in history, of British Petroleum, 
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moment magnitude (Mw) 8.8, the seventh 

largest magnitude earthquake ever 

recorded), hailstorms in Australia, storm in 
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to make dent in the abundant capital supply 
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credit, agricultural and stand-alone health 
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between public and private sectors during 
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general insurance company promoted by 

Larsen & Toubro has been granted 

registration by the Authority on 12.7.2010. 

With this registration, the total number of 

general insurers registered with the 

Authority has gone up to 24.
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MONTE CARLO

The credit for initiating the event goes to Mr. 
Andre Roux, President, Assurances 
Generales who brought together some 
protagonists of the  industry to meet and 
exchange views and information on the 
state of the market in September, 1957. The 
Rendez-Vous has never looked back ever 
since.  The event has been increasingly 
successfu l  and now over  2 ,500 
professionals attend this event every year. 

This forum is essentially an executive level 
event where the top executives utilize the 
opportunity to develop high level contacts 
for strategic alliances, get information 
regarding the changing needs of their 
business partners, and update themselves 
with the trends in international reinsurance 
market. The forum is a platform for 
participating company to publicize its 
initiatives. 

The participants start preparing for the 
event as early as in March/April every year. 
The event begins on a Sunday and 
concludes on Thursday. The participants 
exchange communications so as to firm up 
mutually convenient time slots for meetings 
during the three days starting from Monday. 
The registration for the event closes on 
30th June every year. Most of the 
participants diaries are full prior to this date

The day long schedule of multiple meetings 
in informal dress is followed by formal 
evening events which are also equally 
important to gauge the mood of the market.  
But a word of caution here, for those who 
wish to hear something on the grapevine at 
these gatherings – it has been the tradition 
at this event that people generally say what 
they wish to happen, rather then what they 
think is going to happen !!

It would be interesting to note how the 
meetings are held at the Rendezvous. Each 
meeting is generally for a half an hour 
duration starting from 9.30 am in the 
morning with last meeting ending at 17.30 
hrs in the evening.  For some busy-bees, the 
first meeting may begin at break-fast table 
and the schedule for the day may conclude 
just prior to evening cocktails. All the 
meetings are conducted at the popular 
locations which are essentially hotels and 
restaurants situated within a circumscribed 
area of the Monte Carlo Municipality. As a 
result, it is possible to walk to most 
appointments. Café de Paris, Hotel de 
Paris, Fairmont, Hermitage, Metropole are 

Monte Carlo - L'expérience 2010
he Rendez-Vous de Septembre, which we all know as the Monte Carlo Rendezvous, is an annual gathering of professionals from Tthe re/insurance industry.  For fifty years, the Rendezvous has brought together the reinsurers, insurers and brokers and has also 

attracted a large number of lawyers, bankers, accounting and rating companies, specialist journalists. The event marks the beginning 
of the annual negotiation process prior to renewals. Here is a Report on the Rendezvous 2010.

                            Editorial Desk

L-R: Mr. Jim Summers, Coopergay; Mr. Anil Sant, AGM GIC Re UK; CMD Mr. Yogesh Lohiya; Mr. 
Phil Fox, Coopergay; Mr. James Cunningham, Kiln; Mr. Habbib Kattan, Kiln & Mr. Will Curran, Kiln

the popular places for the meetings. Some 
companies prefer to pre-book their meeting 
tables for whole of the event. 

This year’s event began with meticulous 
veterans (who normally check the weather 
forecast before travelling) warning others 
that there was rain and thunderstorm 
forecast for Monday.  In the morning on 
Monday, it was hard to envisage that there 
could be rain during the day, as the sun was 
shining brilliantly with temperature in 
conference in progress in the Casino 
Square.  

Amazingly,  the veterans and the 
weathermen were proved absolutely 
accurate, with dark clouds gathering, 
followed by thunder and heavy rains.  The 
thunderstorm seemed to continue forever 
with insurance executives huddled together 
at Cafe de Paris. There was no room to even 
walk around. Anxious faces worried about 
their next appointment.  

Monte Carlo with its peculiar topography 
has no history of flooding, but it seemed 
that if the rain continued for a few more 
hours, the municipality would get flooded.  
The rains were so heavy that there was no 
chance whatsoever of crossing over from 
Cafe de Paris to Hotel de Paris (a distance of 
about 20 metres) without getting soaked to 
the skin.  Like everyone else, GIC Re 
Delegation too missed 2 of its scheduled 
meetings due to the thunderstorm.  
Thankfully the storm subsided later in the 
afternoon and the usual routine of locating 

the other parties to the meeting and 
engaging in the important 30 minutes 
discussion could be resumed.

This year, the two biggest catastrophe 
events of the year, namely, Chilean 
earthquake and Deepwater Horizon 
explosion (and subsequent oil spill) 
triggered notable discussions during the 
early exchanges. Everyone seems to agree 
that the Chilean Quake is the largest non-
US insured loss in history.  The event did 
impact the rates in the region affected but 
in other regions the softening trend 
continued.  As regards Deepwater Horizon, 
the talk was about Munich Re’s proposal to 
create USD 20 bln cover for offshore oil-
drilling operations. 

Interestingly, one of the areas of 
speculation during the Rendezvous was the 
likely size of loss that would be necessary 
significantly impact the market. Both 9/11 
and Katrina revealed unsuspected 
accumulations to many players and one 
view put forward was that the market is 
more likely to respond to a surprise cat loss. 

GIC Re commenced its participation at this 
most important Insurance Congress in the 
world in 2001.  The team then, comprised 
of 3 executives including Chairman at the 
first-ever Rendezvous of GIC Re Delegation.  
The  par t ic ipat ion  has  cont inued 
uninterrupted during the last 9 years.  In 
2009 the GIC Delegation comprised of 4 
members including CMD, GM and 2 AGMs. 
This year, CMD Mr. Yogesh Lohiya and the 
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MONTE CARLO

The buzz at Cafe de Paris on Tuesday afternoon. 

writer participated in the Rendezvous.  The 
GIC Re team completed its meetings 
schedule and met all the existing and 
potential business partners whose 
numbers are ever increasing owing to GIC 
Re’s growing status and popularity as 
international reinsurer.  

CMD Mr. Lohiya was interviewed at length 
by Insurance Day. During the interview, 
CMD informed about GIC Re’s latest 
initiative in Malaysia. Opening up of GIC 
Re’s branch in Kuala Lumpur would add to 
GIC Re’s existing network of international 
outlets, while GIC Re looks forward to 
increase the international reinsurance’s 
contribution to its overall portfolio.  Over the 
course of the last year, GIC Re increased the 
proportion of its business sourced 
internationally to 44% from 37%.  GIC Re’s 
international portfolio includes largely 
short-tail lines such as property, aviation, 
energy and in some parts of the world, 
motor.  GIC Re currently stands at 16th 
position in the list of Top Reinsurers of the 
world of S & P on the basis of gross premium 
written and GIC Re now aims to break into 
the top 10 of global reinsurance 
companies. Achieving this objective will 
require further international growth and as 
a step in this direction GIC Re is planning to 
open another outlet in Johannesburg next 
year. 

CMD also informed about GIC Re’s plans to 
create a nuclear liability pool India looks to 
bolster its nuclear power generation. India 
hopes to produce 25% of its power from 
nuclear plants by 2050.  Last year, the US 
authorities agreed to allow US companies 
to sell nuclear technology to India.  GIC Re is 
looking to spearhead the creation of The 
nuclear pool to provide a cover to meet the 
operator’s liability limit under the proposed 
new rules.  Most other countries generating 
nuclear power employ a pool protection 
system. However, as the domestic market 

may not be able to provide sufficient 
capacity, the proposed pool will have to tie 
up with other pools to take care of the 
liability of the domestic market.  

There has been a lot of debate about the 
effectiveness, returns and importance of 
attending the Rendezvous at Monte Carlo 
considering it is one of the costliest places 
in the world and the meetings are not really 
focussed on any particular transaction.  
However, for a company like GIC Re, the 
results of attending the conference though 
not quantifiable have been significant.  
Monte Carlo is the platform where 
important announcements are made, 
market mood and trends for the 
forthcoming renewal season is gauged.  It 
provides a platform for valuable networking 
and effective showcasing of the company.  
The advertising campaign of SCOR at 2007 
event with a telling effect is an example of 
this. It is an event where the image of a 
company’s executives can be emphasized.  
I t  i s  an  event  where  impor tant  

announcements are made. Aon Benfield 
merger that shook the insurance and 
reinsurance world was made at 2008 
event. S&P and A.M.Best declare the list of 
top reinsurers cos. in the world with results.  

Monte Carlo conference is associated     
with important market changing news    
a n d  d e v e l o p m e n t s  h i t t i n g  t h e         
headlines e.g. SCOR downgrade/upgrade, 
AON Benfield merger, 9/11 event, latest on 
Atlantic hurricanes (Katrina).  From this 
point of view the last 2 years can be called 
quiet and even dull without any eye catching 
news head-line.  However, nobody seems to 
be complaining as insurance and 
reinsurance companies seem to have 
excess capital and capacity backed by 
robust balance sheets. 

GIC Re along with India and Indian Economy 
has travelled a long way from 2001 to 2010.  
GIC Re now appears at no. 16 in the top 
reinsurance companies list of S&P.  GIC Re 
CMD brushes shoulders and holds 
discussions with top executives at 
institutions like Lloyd’s, Hannover Re, 
Berkshire Hathway, SCOR, Sirius Int’l to 
name a few.  The perception about India as 
a place for doing business and Indian 
companies has undergone a sea change.  
The markets have accepted GIC Re as a 
truly international and dominating force in 
the Reinsurance industry and its strategy 
and plans for international and Indian 
business make news at Monte Carlo 
publications.  How much of contribution to 
this enhanced position has been made by 
regular attendance at Monte Carlo is 
difficult to say and judge and let us not try to 
do that.  Let us continue participation at 
this important event whilst on the journey of 
GIC Re towards its next goal of reaching the 
bracket of top 10 reinsurers in the world. 

                         Anil Sant

 CMD GIC Re, Mr. Yogesh Lohiya  with Mr. Ajit Jain, the president of Berkshire 
Hathaway’s re-insurance group and Mr. Vijay Mavani of AonBenfield
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Film insurance is a growing area in India 
which boasts of the largest number of films 
produced in the world if one was 
to add up all the vernacular 
productions in the country. Given 
the enormous oppor tunity 
available many insurers are 
trying to develop capacity and 
expertise for this portfolio. GIC Re 
is providing support for film 
insurance for more than four 
years now. 

There are mainly two kinds of 
policies which are available in the 
market: 

Since the first insurance cover 
given to a Bollywood movie in 
2001 there have been many 
changes in wordings, coverages 
and exclusions which have been 
largely tailor made to suit the 
clients needs and consequently 
the market has not been able to 
arrive at any standard wordings. 
New brokers who are trying to 
grab this business are offering 
new coverages to producers 
w h i c h  w e r e  n o t  o f fe r e d  
traditionally.

Under Production cover, main sections 
covered by us are as follows:

1. Cast Insurance: It covers unavailability 
of main cast (actor, actress, producer, 
director) due to critical diseases and 
accidental injury/death because of 
which they are not able to complete 
their respective duties. Cover is 
restricted to remuneration already paid 
to cast.

2. Prop, set, wardrobe and equipment: 
Damage to these properties due to 
fire+ allied perils+ theft is covered by 
this section.

1. Production cover

2. Distribution cover

3. Negative Film Insurance: This section 
cover damage to Film negative stock 

due to Fire and allied perils, theft while 
during storage as well as in transit.

4. Extra Expenses: This is the most 
important section of this policy and also 
quite prone to claim. It covers extra 
expenses incurred by insured in the 
event of postponement / cancellation 
of shooting schedule unavailability of 
cast, damage to sets, damage to 
exposed negatives, un-seasonal 
weather conditions etc.

5. Opt ional  Coverages sought by 
producers are PA, Medical insurance, 
Money insurance, terrorism cover.

While Production cover is already in 
demand from producers due to high stakes 
involved and involvement of foreign 

production houses, demand for 
Distributor cover is also on rise. 
Distributor policy covers loss of 
revenue due to perils like RSMD, 
Epidemic, Mourning, failure of 
electricity, ban by government/ 
local authority.

Recently the Miscellaneous 
Department Team from GIC Re 
visited “Whistling Woods”, a one 
stop shop for film production in 
Film City Mumbai. A first hand 
knowledge was obtained in 
various aspects of Film making 
from the concept stage to 
exhibition on the big screen and 
risks involved at each stage were 
understood. Big budget movies 
have also increased the need for 
insurance  and  there fo re  
reinsurance and the awareness 
is great further facilitating growth 
in this class of business.

Claim experience for this class of 
business is quite satisfactory for 
GIC Re which is below 10%. 
Market experience is in the range 
of 30% to 40%. Few insurers 
have burned their fingers by 
offering covers like seasonal 

rain, non appearance of cast due to 
suffering of family members. GIC Re has 
maintained its conservative stand for this 
class and is hence able to keep claim ratio 
at a low level.

Miscellaneous class of business has 
already become 3rd largest portfolio of non 
life industry in India and we sincerely 
believe that this growth will continue in 
future with the help of such innovative and 
new age insurance products.

            Kapil Sharma

FILMS AND INSURANCE

he Indian film industry is perhaps the biggest across the globe. We produce over 1200 films in around 30 languages every year.  
According to Industry sources the industry is set to top revenues of US $ 3.3 billion by end of 2010-11. It is also one of the T

largest employment sectors in the country and increasing professionalism and demand for more realism has driven this business 
towards huge expenses and more risk. In the changed scenario many film makers have begun seeking insurance cover for their 
productions. This article looks at some of the insurance covers available to film makers.

        Editorial Desk 

Film Insurance in India-                                     
The Experience Thus Far

By and large, it has been observed that not many producers 
are interested in getting their productions insured. Like all 
sections of the Indian society, the film industry too perceives 
that insurance is just an outflow of scarce resources in the 
form of ‘premium’ and hence can be avoided. However, 
gradually there has been a shift towards understanding the 
merits of being insured and the efforts of the insurance 
companies are yielding some dividends in this direction. 
According to insurance industry sources the premium is 
pegged at approximately 1-1.5 per cent of a film's budget, 
considerably lower than the 4-6 per cent range of film 
completion bond guarantees abroad. 

Though a south-based public sector general insurance 
company is leading the industry in the area of film insurance 
the attempts to get South Indian film industry on to the 
insurance band-wagon are yet to yield dividends.

To earn the benefit of insurance cover, a film producer is 
required to submit details of his track record, budget, script 
and production schedule. Drafting an insurance product for 
the film industry is apparently a time-consuming task and 
therefore premium is decided on project-to-project basis, 
varying with the kind of risk the insurance company is taking 
upon itself.

FILM INSURANCE
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God Too Needs Insurance!

It is not only we, the human mortals, who 
need insurance; Gods need it too in today’s 
disaster prone world! The Tirupati Balaji 
Shrine, situated on the Tirumalai 
Hills in Andhra Pradesh, one of 
the richest religious places in the 
world is currently seeking 
insurance cover for the worldly 
possessions of the divine Lord!

The jewellery of the Lord, for 
which the insurance cover is 
being sought is valued at around 
` 52,000 crores.  As per reports 
the temple owns about 20 
tonnes of gold and diamond 
jewellery, some of it dating back 
to 12th century.  Some of this 
comes under the antique 
category. Till date the jewellery 
and other precious material are 
insured on their historical value. 
The total value of ` 52,000 
crores is huge and beyond the 
capacity of Indian Market put 
together. 

Till recently the treasury gold and 
other precious items of the 
temple were being insured at 
very nominal historical values. 
However, marking a change in its 
traditional policy, the Board has 
perhaps decided to adopt the 
market value of the articles. 
However, it would be difficult to 
assign any ‘market’ value to the 
antique jewellery of the temple 
keeping in view the preciousness, sanctity 
and religious sentiments of the large 
number of devotees. 

Normally Temple Jewellery is covered 
against “All Risks” which includes primarily 
risks of Theft, Burglary, Loot, Terrorism, 
Infidelity of temple employees entrusted 
with the Jewellery apart from Fire, Riots, 
Flood, Earthquake perils. In view of such 
high value assets, an insurance cover can 
best be arranged with a Loss Limit Value for 
each and every loss by evaluating the 
maximum value of jewellery that may be 
adorned on the Lord on any particular day. If 

this value also exceeds the Indian Capacity, 
then the industry will have to seek 
participation from Markets abroad.

While providing insurance covers of such 
large proportions, especially where such 
antique property with very high sentimental 
and religious value is involved, the 
parameters that need to be taken care of 
would include: 

?How well the Jewellery is kept in strong 
and safe rooms 

?What are the systems for releasing these 
Archakas (temple priests) for adorning 
the Lord inside the temple 

?What is the kind of security is available 

?What are the procedures for checking 
returned back to locker custody 

?the jewellery when returned back to 
locker custody 

?Is any inventorised valuation report from 
Approved Valuers for each 
and every item of the 
jewellery is available?

The huge value and the issue of 
providing capacity would need to 
ensure that adequate systems 
and procedures are in place at 
the time of release of the items 
from lockers and return of the 
same to lockers. The nature of 
security  provided for the 
jewellery whilst on the Lord and 
whilst in Lockers, will also need 
due diligence by the Temple 
Board.

The insurers would also require 
the details of the Strong rooms 
used for the storage of the 
jewellery; In addition the 
provision of round the clock close 
circuit television monitoring and 
recording besides availability of 
armed guards and other security 
arrangements would also be 
required. 

P e r i o d i c  v e r i f i c a t i o n  o f  
genuineness of jewellery will be 
another very important factor 
that would play a very important 
role in case of an unfortunate 
claim. In the absence of such 
systems and documentations 
only the intrinsic value of the 

jewellery may be indemnified without any 
premium for antiquity or any sentimental 
issues.

It is not clear if all the jewellery and other 
treasure has been documented to prove the 
historical significance and to arrive at its 
antique value. This would be a mammoth 
task to evaluate and assign a historical and 
antique value to such a large trove of 
treasure. Only once that issue is complete 
can the insurance companies step in!

          Compiled by Anoop Khanna

ver 70,000 devotees visit the Tirupati Balaji temple everyday. The offerings that they make to the Lord Venkateswara Balaji is 
not only large in numbers but also in value. According to various sources the value of the jewels, jewellery and other precious O

offerings made to the Lord over the years could exceed over US $ 10 billion. In terms of assets in one place this could be one of the 
biggest! And the Temple authorities are now seeking insurance cover for this trove of treasure.

          Editorial Desk 

Pilgrims at the Jagannath Puri Rath Yatra get 
Personal Accident   Insurance Cover

The administration  of the world famous Jagannath Puri 
Temple has been providing insurance against accidental 
death and amputation of limbs to the devotees  visiting Puri 
during the sacred and famed Ratra Yatra festival. The 
Administration in collaboration with a Public sector non-life 
insurance company has been providing this cover for the last 
three years.  
The insurance cover is  valid only for 15-days- from the day of 
Nabajauban darshan (the day of the recovery of deities from 
illness) to Niladri Vijaya (return of the deities to the temple). 
The area of the insurance is limited to the three-km stretch of 
Badadanda (grand road) between Singha Dwar (Lion's Gate) 
to Gundicha temple in Jagannath Puri.
Several lakhs of devotees from across the country and abroad 
throng the holy town to participate in the annual Rath Yatra 
and this step ensures their safety and provides insurance 
cover for their lives and limbs. Around 8 lac devotees 
participated in the Rath Yatra in July this year.
In the event of any accidental death of any devotee in the 
designated area during the period, the cover is now limited to 
` 100,000 (it was ` 2 lacs to begin with) and ` 50,000 in the 
event of amputation of legs and hands due to the mishap. 
The insurance company, however, has settled the claim only 
once in the past couple of years. The company had paid           
` 200,000 each to six devotees had died due to stampede two 
years back.

TEMPLE JEWELS INSURANCE
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Risk is an inherent part of investing. 
Generally, investors must take greater risks 
to achieve greater returns. Those who do 
not tolerate risk very well have a relatively 
smaller chance of making high earnings 
than those with higher tolerance for risk.

There is a direct relationship between 
investment performance and risk: Higher 
returns are associated with higher risks of 
price fluctuations. Equity has historically 
provided the highest long-term returns of 
the three major asset classes and has been 
subject to the biggest losses over shorter 
periods. At the other extreme, short-term 
cash investments are among the safest of 
investments when it comes to price 
stability, but they have provided the lowest 
long-term returns. Over short periods even 
lasting a few years, low risk investments 
may provide better returns than higher-risk 
investments. But historically over long 
periods, riskier assets have provided higher 
returns. By riskier assets, we do not mean 
assets with low investment grades/rating. 
What it means is assets, which have the 
potential to give better returns in longer 
times. Equity is one such asset.

Risk, in investment parlance, can be 
defined as variability in expected return 
from an investment. The greater the 
potential variation in the investment’s 
expected return, the greater the risk of 
owning the investment. There is a real 
possibility that return of a given security 
may be positive, zero or negative. 
Investments may be exposed to a number 
of different types or sources of risk. In real 
terms, there is no such category as risk free 
i nv e s t m e n t ,  f i x e d  d e p o s i t s  n o t  
withstanding.

The total investment risk comprises of two 
broad parts:

a. Systematic Risk

b. Unsystematic Risk

This is a broad category encompassing 
various risks that tend to affect all 

Systematic vs. Unsystematic Risks

 Systematic Risk

securities to some extent, rather than being 
unique to a particular sector or company. All 
securities tend to move together in a 
systematic manner in response to this risk, 
which can never be diversified away, but 
can be effectively mitigated through 
different investment vehicles.

Interest Rate Risk: This is a type of 
systematic risk referring to the uncertainty 
for the investor about future market value of 
securities because of possible variations in 
the interest rates. Typically, a bond sells at 
closer to par when it has just been issued 
and at maturity. The price of a bond in the 
secondary market is a function of its 
coupon yield, the time to maturity, and the 
movement of market interest rates since it 
was first issued.

This is composed of two different risks:

a. Capital value refers to the 
behaviour of bond prices in 
response to unanticipated 
changes in interest rates. If 
investors  expect  market  
interest rates to rise, then the 
price of bonds will decline 
based on its duration and vice 
versa.

b. Reinvestment risk is the 
situation faced by the investor 
with cash to invest after 
interest rates have declined. 
The investor can no longer 
obtain the previously attractive 
yields that were available, and 
vice versa.

A short maturity portfolio of debt securities 
therefore will be somewhat immune to the 
changes in market interest rate and is thus 
subject to reduced volatility.

 This is a systematic risk from 
the decline in the purchasing power of the 
currency during the period of inflation. 
Inflation was appx. 6% in 2007 but was 10-
12% in the 1990’s. Most susceptible assets 
include fixed income and cash. 

a. Capital value 

b. Reinvestment Risk

Inflation Risk:

INVESTMENT RISK
n earlier issues we have discussed certain cases where failure to maintain checks and balances created havoc in institutions. IThese were typical cases of failure to manage operational risks effectively. In this issue we will discuss the broader aspects of 

Investment Risk.
                                                                                                                                                                                               Editorial Desk

Inflation – adjusted return on investment is 
calculated as,

Where r is the nominal rate of return, and i is 
the inflation rate.

 It is the systematic risk 
resulting from day-to-day fluctuations in the 
prices of stocks and options caused by a 
change in investor psychology.. It is 
important because market movement is 
one of the reasons why people get attracted 
to quick trades in equity in the hope of 
making money. Volatility is not so much a 
cause, but a measure of risk because it 
refers to the behaviour or temperament of 
an investment, as opposed to the reason for 
the behaviour. Value of an investment can 
move dramatically up or down, if it is 

unstable. Broadly speaking the term is 
some times used to encompass all the 
political, economic, geographic, and other 
forces that can influence the financial 
markets.

Foreign exchange Risk:  This is an example 
of systematic risk resulting from foreign 
holdings changing in value as the value of 
the currency changes. If the Indian rupee 
grows stronger relative to foreign 
currencies, investors will experience a 
c u r r e n c y  l o s s  o n  t h e i r  f o r e i g n  
securities/investments. Conversely, when 
the rupee weakens relative to foreign 
currencies, investors who invest in foreign 
securities will enjoy a higher return.

                                            

=  [( 1+r)/(1+i)]-1

Market Risk:

Satyajit Tripathy

Stock exchange

INVESTMENT
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LONDON SPEAKS

Reinsurance Market Update 

(Non-Marine Property)

Year 2010 (to date) is marked by a series of 
catastrophic events such as Chile 
earthquake, European windstorm Xynthia, 
hail & flood across the United States, 
storms in Australia and hurricane and 
earthquake in northern Mexico. The 
insured losses resulting from the 
catastrophic events in the first half of 2010 
have reportedly exceeded the total for all of 
2009. Interestingly 
(and unfortunately), 
t h e  s e v e r e  l o s s  
a c t i v i t y  h a s  n o t  
r e s u l t e d  i n  a n y  
hardening of  the 
reinsurance market. 
Although the Chilean 
e a r t h q u a k e  i s  
regarded by some 
pundits as the largest 
non-US insured loss in 
t h e  h i s t o r y ,  t h e  
resultant heavy losses 
impacted the rates 
only in the immediate 
area while the rates in 
the wider  reg ion 
remain more or less 
static. 

Some of the factors 
responsible for the 
current state of the 
industry may be summarized as under:

?Capitalization is generally at peak levels

?At the end of the first half of this year, 
the industry was overcapitalized by 
about 7%-8%. The global reinsurance 
capital stands at an all time high of USD 
442 bn for the first half of 2010 which 
represents a 10% increase from the end 
of last year.  This surplus has led to 
abundance of capacity which has put 
immense pressure on the rates. The 
positive operating results during the last 
18 months  and recover y  and 
stabilization of financial markets are 
largely responsible for the capacity 
growth. Interestingly, the reinsurers 
have failed to pass on the price 
increases imposed by the retrocession 
market. 

LONDON SPEAKS

?Shrinking demand for Reinsurance

?The demand for reinsurance seems to 
be shrinking primarily due to insurers 
retaining more risk because of falling 
rates in the primary markets. Insurers 
are finding it increasingly difficult to 
achieve their premium targets and profit 
goals.  In an effort to grow their top-line 
as well as bottom-line insurers seem to 
retain more GWP. As a result demand for 
cover is continuously falling and even 
during the year in which the industry is 

hit by a series of losses, reinsurers are 
unable to get the terms and conditions 
and price they desire.  

?Lack of innovations. 

?There is a growing feeling among the 
reinsurers that the traditional risk-
transfer business has no more room to 
expand.  Insurance linked securities 
(ILS) is one such sector that seems to be 
growing in the reinsurance market. 
While the European reinsurers seem to 
realize the importance of new products, 
the Bermudan and American reinsurers 
are still heavily reliant on the brokers for 
bringing in new products. 

Clearly, the supply of capital is impacting 
the pricing than the claims. Until reinsurers’ 
capital bases have severely deteriorated, 

there will not be a dramatic impact on rates. 
The tightening financial and market 
regulations may also have the potential to 
strain the reinsurance industry’s capital. 
Forthcoming Solvency II regime is likely to 
encourage the movement of reinsurance 
programs to highly rated companies and 
also to increase the overall demand for 
reinsurance. 

The general prediction based on reasoned 
assessment of the current market 
situation, is that the reinsurance rates are 

expected to continue 
to soften in 2011 but 
at a slower pace than 
this year.   However, 
t h e  r e i n s u r a n c e  
sector returns are so 
low that even smallest 
of reductions are likely 
to impact overal l  
p ro f i t a b i l i t y.  T h e  
industry is reaching a 
p o i n t  a t  w h i c h  
shareholder returns 
and risk pricing are at 
a n  u n a c c e p t a b l e  
l eve l .  Un d e r  t h e  
c i r c u m s t a n c e s ,  
capital management 
s t r a t e g i e s  a n d  
consolidations are 
imminent. 

The 2010 Atlantic 
Hurricane season is 

far from over with industry keeping its 
fingers crossed with the prospect of a 
further industry hit.  Assuming there are no 
further major/catastrophic losses in 2010, 
wider challenges for the industry remain 
such as excessive capital, claims inflation 
and depressed investment returns. It is 
time for prudent reinsurers to review every 
aspect of their operations from capital 
management to underwriting discipline. 

GIC Re’s strategy of focusing on 
international market by expanding its 
network of offices to reach where the 
business is, would certainly assist GIC Re in 
its cruise towards the big-league in these 
trying times. 

              Sanjay Mokashi
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Early Saturday morning of 7th August 2010 
a serious navigational disaster was about to 
unfold. 

Two vessels unknown to each were about to 
collide. The MSC Chitra container vessel 
leaving the JNPT port with about 1200 
containers on board and the MV Khalija a 
bulk carrier with a load of steel coils 
entering Mumbai port.

The MSC Chitra had reportedly 
gathered  speed when the 
inbound MV Khalija suddenly 
veered towards the outbound 
MSC Chitra and collided in the 
Mumbai Harbour channel. The 
MV Khalija’s bow came into 
heavy contact with the mid ship 
area of MSC Chitra.

The collision caused severe hull 

breach of two cargo holds of the 
MSC Chitra, resulting in the 
vessel taking water and running 
aground.

The MSC Chitra started listing 
heavily causing the containers to 
break free from securing 
arrangements and falling into 
the sea. Several containers had 
been dislodged and drifted off to 
various places along the coast. 
Fortunately, the crew could be 
evacuated and there is no loss of 
lives reported.

Besides Hull and machinery and cargo 

The Players

The Incident 

After Effects

The Consequence

losses there is a serious environmental 
damage caused by the fuel oil spillage. 
Regular fish eaters had to forcibly abstain 
from eating fish as a consequence of 

pollution to marine species.

Another consequence of the collision was 
the suspension of ship movement due to 
the navigational hazard posed by the 
floating containers.

The authorities like the Directorate General 
of shipping and Coast Guard immediately 
swung into action with remedial measures 
being undertaken for containment of 

p o l l u t i o n  a n d  s a l v a g e  
operat ions.   Par t ial  ship 
movement were restored after 
about a week Meanwhile, the 
channel hydrographical surveys 
are underway to locate the 
sunken containers in the 
channel.

The Hull and Machinery policy for 
both vessels are Insured 
overseas. However, domestic 
I n s u r e r s  h a v e  c a r g o  
commitments on one or both 
vessels. Consequently GIC Re 
will have cargo exposure from 
o b l i g a t o r y  a n d  t h r o u g h  
participation on Companies 
treaties. 

In addition to cargo there could 
be liabilities arising through 
commitments on Port package 
policies of JNPT arising from loss 
o f  r eve n u e  o r  B u s i n e s s  
Interruption.

Understandably, that there is a 
strong case for recovery from 
vessel owners and the issue is 
still under investigation. 

Whilst the collision of Chitra and 
Khalija incident could well be 
called a freak incident this is an 
eye open to all stake holder 
namely port authorities (to 
ensure better control of ship 
movement within port area), 
i n s u r e d s ,  i n s u r e r s  a n d  
reinsurers.( to ensure better 

vessel selection, effective rating, and 
deductibles).

             

The Clean-Up

Insurance Aspects

Savio Fernandes

MARINE COLLISION- OFFSHORE MUMBAI
n 7th August 2010, close to Mumbai shore, the container carrier MSC Chitra collided with MV Khalijia-III. MSC Chitra had on board Oaround 1200 containers – 200 are feared to have fallen into the sea – 32 of the containers had hazardous cargo, going by the 

manifests. MV Khalijia III also had on board about 26000 tonnes of oil which included diesel and lube oil to a small extent. The collision 

was reported to be due to technical and navigational error in MSC Chitra. According to the available reports , MSC Chitra was 

attempting to berth when it struck the other vessel. We have a report on the collision.
              Editorial Desk

Insurance firms plan private navy to take on 
Somali pirates

A group of London based insurance companies have drawn up 
plans for the world’s first private navy to try to turn the tide 
against Somali pirates who continue to plague the global 
shipping industry by hijacking vessels for ransoms of more than 
£100m a year. According to some reports despite the fact that 
monsoon in the Indian Ocean has kept the pirates relatively 
quiet for some months now, 16 ships and 354 sailors are being 
held captive in the pirate ports along the Somali coast. 
The new navy, which has the agreement in principle of several 
shipping groups and is being considered by the British 
Government, is the latest attempt to counter the increasingly 
sophisticated and aggressive piracy gangs who operate up to 
1,200 miles from their bases in the Horn of Africa and are about 
to launch a new wave of seaborne attacks following the 
monsoon season. 
A multi-national naval force, including an EU fleet currently 
commanded by a British officer, has dramatically reduced the 
number of assaults in the Gulf of Aden in recent months. But 
seizures continue and both ransom payments and the period 
that pirates are holding vessels have doubled in the last 12 
months to an average $4m and 117 days respectively. 
The insurance Industry across the globe is of the opinion that 
Piracy has now become a serious problem and these pirates are 
criminals basically extorting funds, so why not do something 
more proactive? 
The force, which would have set-up costs of around £10m, 
would be funded by insurers and shipping companies in return 
for a reduction on the anti-piracy insurance premiums, which 
average around £50,000 per voyage and can reach £300,000 for 
a super-tanker. The maritime insurance industry, much of it 
based in London, has borne the brunt of the financial cost of the 
piracy problem, paying out $300m (£191m) in ransoms and 
associated costs in the last two years alone. 

MARINE COLLISION
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identity to the currency and further highlight 

the strength and robustness of the Indian 

economy as also a favored destination for 

global investments.

It was expected that the symbol be either in 

the Indian national language script or a 

visual representation but should be 

applicable to the standard computer 

keyboard.  The Indian Government also 

wanted to ensure that the Indian Rupee 

design represents the historical and 

cultural ethos of India.  Over 3000 entries 

were received, which were evaluated by a 

Jury headed by the Deputy Governor, RBI, 

which also included experts from three 

reputed art and design Institutes.  The Jury 

selected five final entries and gave its 

evaluation to the Government to take a final 

decision from out of five entries.  The final 

design chosen has a unique blend of the 

Hindi (Devanagri script used in India) 'Ra' 

and Roman 'R' and it is created by D. Udaya 

Kumar, post-graduate of Indian Institute of 

Technology (IIT).

On 15th July 2010, the Union Cabinet 

approved the symbol for the Indian Rupee 

to be used by all individuals/ entities within 

and outside India in `Unicode Standard’, 

‘ISO/IEC 10646’ and ‘IS 13194’.

                                           Deepak Godbole

used for British Pound, € for Euro, ¥ for Yen. 

Generally, the symbol is not printed or 

embossed on currency notes and coins, 

except, perhaps, in the case of British 

pound sterling (GBP), however, currency 

symbols carry lot of utility and convenience 

in expressing the value.  The currency 

symbols appear on key boards of the 

computers and in one click they represent a 

currency.

India became independent on August 15, 

1947. During the period of transition the 

country retained the monetary system and 

the currency & coinage of the earlier period. 

India brought out its distinctive coins on 

15th August, 1950.  The Indian currency is 

called the Indian Rupee (INR) and the coins 

are called Paise.  One Rupee consists of 

100 paise.  Till recently, there was no 

official currency sign for the Indian Rupee.  

In February 2009, Government of India 

announced a public contest to pick up a 

sign to represent Indian currency.  The idea 

behind this was to standardize the 

expression for Indian Rupee in different 

languages, both within and outside the 

country and also to better distinguish the 

Indian currency from those countries 

whose currencies are also designated as 

Rupee or Rupiah, such as in Pakistan, 

Nepal ,  Sr i  Lanka and Indonesia.   

Essentially, the symbol for the Indian Rupee 

would lend a distinctive character and 

he main functions of money are ‘a 

medium of exchange’, ‘a unit of Taccount’, ‘a store of value’ and ‘a 

standard of deferred payment’. Currency 

acts as the medium of exchange based on a 

unit of account that also acts as a store of 

value.  Central Banks decide on the 

production and control the supply of the 

country’s respective currency.

There are currencies with similar names, for 

instance, Dollar, Pound, Rupee etc. being 

used in more than one country.  In order to 

remove the confusion, the International 

Organization for Standardization has a 

three letter system of codes (ISO 4217) to 

define each currency. In general, the three 

letter code uses the ISO 3166-1 country 

code for the first two letters (US for USA, IN 

for India) and the first letter of the name of 

the currency (D for dollar, R for Rupee) as 

the third letter.  Thus, United States 

currency is referred to as USD, Indian 

Rupee as INR.  If a currency undergoes a 

major revaluation, the currency code's last 

letter is changed to distinguish it from the 

old currency.  e.g. Code TRL 792 for Turkish 

Lira was changed to TRY in 2005, Code AFA 

for Afghan Afghani was changed to AFN in 

2003.

Some countries in the world also have 

distinct identification symbols for their 

currency. $ represents the US Dollar, £ is 

Indian Rupee Gets A Symbol - ` 

Indian Rupee Currency Notes Indian Rupee Symbol Indian Rupee Currency Coin

`

CURRENCY
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Mr. Nallakuttalam joined Life Insurance 
Corporation of India in 1984 as a direct 
recruit officer. After serving in several 
branch offices of the corporation he was 
associated with the reengineering work of 
LIC Housing Finance under the guidance of 
Professor Eshwar Dayal. He had a long stint 
at LIC Housing Finance Limited and was 
associated with the reengineering 
processes there.

Promoted to the cadre of DGM in 2007 he 
worked at the Southern and East Central 
Zones of the Corporation. 

Currently is the CVO of GIC Re. A post 
g r a d u a t e  i n  M a n a g e m e n t  M r .  
Nallakuttalam is an avid reader of English 
fiction and appreciates Indian art and 
culture.

NEW MEMBERS JOIN GIC Re FAMILY
GIC ReNEWS extends a hearty welcome to the new members of our family

Mr. R. Sundaram, A New Indian of the 1984 
batch of Specialist direct recruit officers is a 
Graduate in Mathematics, a Chartered 
Accountant, an Associate of Chartered 
Insurance Institute (A.C.I.I), London in 
which he topped three subjects and also an 
A.I.I.I, India. 

He also had a stint at Kenindia Assurance 
Company, Nairobi during which period he 
was actively involved in setting up an 
insurance subsidiary in Tanzania.

During September 2006, he was deputed 
to Asian Reinsurance Corporation, Bangkok 
and held the position of Vice-President- 
Finance & IT, He has varied international 
experience in Finance & Accounts (both 
non-life and life), treasury, secretarial and IT 
functions with recent experience in 
handling reinsurance marketing. He has 
also the exposure of working in direct 
insurance companies and a reinsurance 
company.

Mr. Ashwani Kumar, on his promotion as 
Deputy General Manager joined us on 30th 
August 2010.  A Science Graduate Mr. 
Ashwani Kumar joined Oriental Insurance 
Company in 1982 as a direct recruit officer.

His career began with his posting at the 
CMD’s Secretariat and he climbed the 
corporate ladder as Branch Manager, Sr. 
Regional Manager and Chief Regional 
Manager. Foreign Department including 
Techno Marketing was a feather in his 
career.

Before joining GIC Re he was instrumental 
in setting up the Dehradun Regional office 
of Oriental Insurance and was its Chief 
Regional Manager.  

Mr. Sujay Banarji,

Mr. R. Sundaram, Mr. Ashwani Kumar,

Deputy General Managers

Mr. Sujay Banarji, General Manager GIC Re.  on promotion as  has been posted to Soft spoken and a 
thorough gentleman,  Mr. Sujay Banarji holds a post graduate degree in History and is also an Associate 
of the Insurance Institute of India. A New Indian of the 1982 batch of direct recruit officers, he began his 
career in “The City Beautiful” Chandigarh where he held various positions including Branch In-charge at 
Mohali and Chandigarh. 

In 1992 Mr. Sujay Banarji was chosen for a challenging assignment in the Chairman’s Secretariat at 
New India’s headquarters in Mumbai.

During his posting in Mumbai Mr. Banarji was made Divisional head of Marine Hull Insurance in 1995, 
which was then undergoing changes in the domestic market. In June 2001 soon after the public sector 
companies became independent Board run companies he was made the Head of New India's 
Reinsurance Underwriting Department. He successfully met the post 9/11 challenges. In September 
2005 he was posted to Sydney, to head New India's Australian operations during difficult times and was 
instrumental in turning things around for the company.

Apart from being an avid reader, Mr. Banarji is also a sports enthusiast who played Cricket at College 
level. 

We wish them Good Luck

Mr. A.H. Siddiqui, 
GIC Re

Mr. Sunil Valavalkar,
GIC Re

 Deputy Manager attained superannuation on 31st August 2010 
after completing 34 years of unblemished service.   wishes him a healthy & 
peaceful retired life.

 Assistant Manager retired voluntarily on 13th August 2010 after 
completing 25 glorious years of flawless service.  wishes him all the very best as 
he treads his path in the private sector.

Mr. Sundar Nallakuttalam

K. Thangaraj

WELCOME
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GOOD LUCK

Mr. M. Ramaprasad

From a insurer to reinsurer and now to the 
regulator................been a long journey 
where you have donned many hats..... How 
would you describe it.?

You handled the Personnel/ HR 
department in GIC Re initially then shifted 

If I can call it, my career has been a copy 
book career, with every opportunity and 
accomplishment that I could have desired 
for! It has really been a comprehensive one. 
Right in the beginning after the initial 
training, I was posted to a Divisional office 
in Hyderabad and the next 19 years were 
very satisfying and learning experience. I 
was exposed to several things ranging from 
underwriting to marketing and client 
servicing. It was an operational level 
exposure and gave me a micro-level 
understanding of the various areas. In 
1997 I moved on to the Head Office at 
Kolkata and this provided me an 
opportunity to observe things from a macro 
level, appreciate corporate discipline and 
priorities. It was an excellent experience of 
claims settlement, corporate marketing 
and of course reinsurance.

From there to GIC Re was another major 
progression in my career. From the 
domestic underwriting to a cent percent 
move to the arena of reinsurance. 
Arranging reinsurance for your clients, 
dealing with global reinsurers/ insurers and 
international brokers and above all working 
in a globally acclaimed organisation were 
all a very fortunate happening for me. And 
now! With the grace of Almighty I am with 
the regulator. 

“ Parting is sweet sorrow “ thus spake the Bard and its with such feelings that we bid adieu to Mr. M Ramaprasad, our General Manager 

who moved ahead as Member, Insurance Regulatory & Development Authority. His thoughts whilst leaving GIC Re are captured below.

We at GIC Re wish him the very best and are sanguine that his contribution to the insurance market in India shall exceed his 

tremendous contribution as General Manager, Reinsurance at GIC Re. 
                          Editor

“Parting is Sweet Sorrow…”

to RI. Which would you term as a more 
challenging one and why?

Kolkata to Mumbai and now to 
Hyderabad................your memories of the 
first two cities!

 What you feel should be the way forward 
for the reinsurer (GIC Re) from here on? 
You headed the RI department of GIC Re 
during the period when detariffication 
was initiated, obligatory cession was 
brought down gradually and some more 
major initiatives like Motor Pool were 
taken up........so it was an eventful period 
if I may say so. Your assessment of the 
state of the reinsurer when you came in 
and now when you are leaving. ?

Personally, I am always happy when I deal 
with people. Interacting with people 
provides a soothing touch to my 
temperament. The brief stint as General 
Manager, Human Resources at GIC Re was 
very significant for me. All of you here came 
across as very skilled, professional and 
talented lot of people. It was an opportunity 
to understand the expectations and 
aspirations of the employees and facilitate 
interpersonal relations between them and 
the employers. It was a good experience on 
the whole. Reinsurance portfolio had its 
own peculiarities and demands. Each had 
its own challenges and would be difficult for 
me to say which was more challenging!    

Kolkata is really ‘warm’ and more humane 
of the two. It retains the old-world charm 
where people still respect human values. 
The helpful nature of people is something to 
be admired. Mumbai too is no less humane 
but then the humaneness of people here 
gets obliterated by the hectic pace of life 
that the Mumbaikars lead. The human 
touch gets diluted. 

Hyderabad is of course an old place for me. I 
will perhaps be able to discover it once 
again now. Things have changed a lot there 
too. I am not too sure if it has retained its 
laid back old charm of the late seventies! To 
sum up, Kolkata on a human scale would 
certainly score much above all other cities.

I can say GIC Re is doing well and is on the 
right path. The Corporation has set a target 

of achieving a balance of 50-50 in its 
domestic and overseas portfolio by 2014 
and has already touched 56:44 in 2009-
10. Over the years it has progressed well 
despite the global financial turmoil and 
d o m e s t i c  t r a n s i to r y  i s s u e s  l i ke  
detarif f ication, reducing obligatory 
cessions, unrealistic pricing, and many 
more. We perhaps had the foresight to 
anticipate the changes that would come up 
in the domestic market post liberalisation 
and had adequately prepared ourselves to 
meet the challenges. We slowly and 
gradually built up our strengths and started 
foraying on to the international scene. Over 
the years several hitherto unexplored areas 
like Oil & Energy, Retakaful, Liability and a 
couple of more were initiated. Today we are 
ranked 16th in the group of global 
reinsurers by A M Best Company for the year 
2010. We are also expanding our presence 
globally. Malaysia office will be soon 
functional. 

On the whole we have made good progress 
over the years and though much is yet to be 
achieved, we will make it happen because 
the path is right!

I will not call myself a workaholic but then 
never could concentrate on anything that I 
could call as a hobby. I love to read. I also 
enjoy listening to music and classical 
carnatic music is my favourite.

GIC Re is a great organisation. You have 
skilled people with enormous potential to 
grow internationally. Yes, we will need to 
focus more on claims settlements and turn-
around time to match international 
benchmarks. Professionally, we are a 
strong organisation and only will have to 
rededicate ourselves to serve the people, 
be more responsive towards our customers 
and achieve greater heights. 

I wish all of you a very happy and successful 
Diwali & New Year 2011.

Would you like to speak about something 
that you immensely enjoy apart from your 
work of course!

Your message to us at GIC Re.

Editorial Desk
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HAPPENINGS

Over the years GIC Re has gained 
expertise and technical know-how in the 
field of reinsurance. It has also developed 
strong national and international relations 
to sustain reinsurance business.

In furtherance to its practice to share these 
experiences and learning with its business 
partners GIC Re has been conducting 
Training Programmes for Insurance 
companies from African, Asian and Middle 
East countries. 

The 4th International Training programme 
on Reinsurance in the series of such 
programmes that began in 2007, was 
organized at the newly erected campus of 
The Insurance Institute of India at Bandra 
Kurla Complex, Mumbai from 30th August 
to 3rd September 2010. There were 29 

4th International Training Programme for participants from Africa and SAARC

participants in the programme, 17 from 
SAARC & African countries, 1 from Bahrain, 
2 from Thailand and 1 from Dubai. Officials 
at various levels from Insurance Companies 
from these countries participated in the 5-
day programme. There were 2 nominations 
from IIRM (Indian Institute of Risk 
Management), Hyderabad also.

The programme was inaugurated by Mr. A. 
K. Roy, General Manager, HR & Training. 
Faculty was drawn from mainly from GIC Re, 

ex GIC Re officials and leading reinsurance 
brokers. In all 12 sessions on various 
technical subjects were organised.

On 3rd September, the last day of the 
programme, a sight seeing tour of Mumbai 
was organized for the participants. The day 
ended with the Valedictory function held at 

The Cricket Club of India. Mr. Yogesh Lohiya, 
CMD, GIC Re graced the occasion and 
awarded the certificates and mementos to 
the participants. The function was followed 
by dinner in which most of the Senior 
Executives of GIC Re were present. 

From the feedback received from the 
participants, the programme was very 
useful and successful and has served its 
purpose well. It also provided a host of 
opportunities to the participants to network 

and develop business with GIC Re 
counterparts.

The programme was successfully co-
coordinated by the GIC Re Learning 
Academy with the support of the Co-
ordination and Reinsurance Departments. 

                                        Jayashree Prabhu
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