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Marine insurance

Introduction: The Oxford English Dictionary defines "marine" as "relating to or found in the

sea" & "marine insurance" as "relating to shipping or naval matters". This gives us a fair

indication of what "Marine Insurance" could be but in practice, the definition is much wider.
[ af=: stedre e RFaad § "HIE” 1 "W ¥ S Ed A1 a9 § 9T S arer” s e S
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1) Marine insurance categories: Marine insurance can be divided into the following

broad categories: / Tt FHT AT FHET AT T FAEferfag samas St § e G s
THRdT

a)

b)

Marine Cargo Insurance: This involves insurance of goods in transit from one
place to another by any means of transport through sea, air, rail, road, inland
waterways, registered post parcels & couriers. The guiding principle is that the
transit should be under a "Contract of Affreightment”, which means the
transporter needs to issue a document to the consignor confirming receipt of
goods for transit and assurance of a safe delivery at the named destination. The
consideration for this contract is the amount of freight which is payable.
Examples of documents of affreightment would be Bills of Lading, Airway Bills,
Lorry Receipts and Railway Receipts. / Tz w11 AT 366 993, a1, ¥, 987,
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Marine Hull Insurance: Insurance of ships, yachts, barges, tugs and other floating

equipment during maritime operations against the loss of or damage to the hull
and machinery is covered under marine hull insurance. Insurance during the
construction of vessels as also during breaking of vessels would also fall under

this class of insurance. / &t TqaTX FHT: FHET TRATAT F T ST, AR, T,

AT 3T 317 A% STHLUN T TTATT AT ALY o THATT A7 &t & Fowg =7 F9et gqare aam
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Marine DSU (Delayed Start-Up): This is insurance of loss of profits and fixed
expenses, viz. standing charges. DSU covers are always given in conjunction
with marine cargo insurance where project materials are in transit. If there is a
loss to the cargo during transit, which results in the project period getting

extended beyond the scheduled date of completion, DSU insurance would




d)

compensate the assured for the profits which would have been earned had the
project been completed on schedule and the fixed expenses which have to be
incurred whether the project is completed or not. / T3t Fruay (FBefad w=re-am): 78
AT T FTI 37T TATH =3, S T Q[ T ATHT g1 SO FaL gHAT THAT HIT S HT 6 912
2w sy 8, Stet afarsHT areeft arerHe # gret g1 7 arerHe F S S0 A A e
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Marine Liabilities: This is a specialised branch of marine insurance dealing with
liabilities of various interests associated with shipping industry and maritime
trade. Some of the common policies under this class of insurance are Charterers'
Liability, Stevedores Liability, Terminal Operators' Liability and Freight

Forwarders Liability. / ST 33aT0: a8 Tq=t ST 6T U =90 amar g S fafir 32T s
A AT & 2 fafsre Bt 1 davsti & FAoedt g1 17 F =70 31 & siavd §- 9

Marine Cargo
Insurance

Marine Hull
Insurance

Marine Insurance
Categories Marine DSU
(Delayed Start-Up)

Marine Liabilities

2) Need for Marine Insurance: With increasing volumes of world trade, it is

unimaginable that anyone would dare to risk billions of dollars without the safety net

of marine insurance. Business practice and regulations also make marine insurance
almost mandatory. / &=t ST FT sraeTaar: o ST £ FEdt 71T F 979, g AFeqA T §

o Fre ot Frget v % qeer srer F 5T st stee a1 sifew s it fRrwa w9m smEErteE g
S = off aeat ST i T AT a9

Safety is the primary reason why marine insurance is taken by cargo owners and
vessel owners. No bank or other lending institution would lend money for buying
vessels or involving in international trade unless they are assured of the collateral
of a marine hull policy or a marine cargo policy as the case may be. Similarly in

case of major projects, the lending institutions would invariably insist on DSU

insurance. / FLEAT YA FT0T & {3 FHIT AT{ereh! S STt Arferst gy awet $iar forar
SITAT g1 S ST I AT 77 0T & ATeAT HEAT STRTSA1 I G AT ST ATAE § AT g1
% o0 9@ T T97 ST Ae! &1 ST T 1% Irg, THAT TqaTe Tl AT FHET HEI GAerl 5
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Some of the terms of sale as per INCOTERMS also cast a responsibility on the

seller to include the cost of transit insurance up to a particular point in his invoice




and arrange for the same. Examples are CIF (Cost, Insurance & Freight) and CIP

(Carriage & Insurance Paid to) / INCOTERMS % srqame fasht #it Feg ordf, fererar o2 sra
FTAT § U A9 fog o I 7T T AT AT T AT IHF (N0 TqeqT FIA T
e ff =1t 81 3argeer €, CIF (A, T i 9reT) @i CIP (FR i =T &

HIAT)
In India, in case of imports the Customs authorities insist on the FOB/CFR

invoice and proof of freight and cargo insurance amount to arrive at the CIF
(Cost, Insurance, and Freight) value on which customs duty is levied. In the
absence of a cargo insurance policy/certificate, the Customs authorities would
add a flat 1-1.25% of the FOB/CFR invoice value as notional insurance premium,
resulting in a higher duty liability for the importer. / 9T &, ST & ATHT § AT Lok
ATAFTET THAS T/ TRAT FTATT S ATA TATS TAT FHT S HT TTF9T o THTT 9 AL I @ arreh
HTAETF (AT, FAT ¥ AT goATs) TF T T AT 1 7o, T O% 9T 9[e o Srar 2l
T ST T TOrE T /SAToTTs 7 srqafeafa ®, €T o ATy U 1/HTUwAT AT 4o d T
TF T2 1-1.25% Freutas s 97 Ny F =9 & g &7, S qhomyeasy smamas 5140 39

I < g
The most important need for marine cargo insurance is to avoid the hassles of a
large financial outflow in cases where: / FHzT FRIT AT T TaH Agea 01 AFLTHAT 3T
ATHAT § T2 A aernf=Et ¥ a=w §, Sa9t
e The carrying vessel declares General average / & ST aTAT STTST ATHTT i
=IO FAT 8
e Salvage services are taken to tide over a crisis during the voyage / am=T %
3 e | e & o a=ma Jare & S g
In these cases, the vessel owner and the salvor will have a lien over the cargo
and the cargo owner will be required to furnish a guarantee or cash deposit

before taking delivery of the cargo. / =7 AT #, STETST % AT ST TATAFHAT % qTH
T O AGOTTTARTT I 3T HTRIT AT T B 6T (SATaLT o & Tgel TTEET AT 7Aha STHT
FIAT g

General average & salvage settlements take years and during this period,
money belonging to the cargo owner remains blocked. If there is marine cargo
insurance in place, the "General Average Guarantee" or the "Salvage
Guarantee" will be given by the insurer, thereby freeing the cargo owner from
the hassles and the need to block his funds for years. / a8 siraq i F=Ta
Ao ® aut 67 ST 8 ST 29 Sater & I, FR Aol F7 997 a%g LT gl TS Tur

FIIT ATAT &, qT ATATRAT GTT "HIHT SAEq T 7 "F=re el & Srostr, Sas s
ATTers &7 et & gie fenft o S8 a9l a% 99 97 FT Ta%5g HIT ff Araedahdl Tai
gt

3) History of Marine Cargo Insurance: Marine cargo insurance is arguably the oldest

form of insurance known to mankind. Although not codified or standardised, the need

for marine cargo insurance was realised as early as 3000 B.C. The threats perceived

were 'maritime perils' and Chinese merchants trading on the Yangste river took the

first loss-control measure by intentionally spreading the cargo over more than one
vessel. / TN FRI AT FT STAare: THT FRI STHT Tehiad q1Ta ST 6 (o7 A1 FAT w1 qad




T &7 2| AT 38 HigdTag IT ATH0Fd Tal (HAT AT &, AT THAT HIT S 0T T raeThat
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The first record of marine insurance is found in the form of 'Bottomry' in the ancient
Babylonian civilisation. A bottomry bond was a note given by the owner/master of the
vessel to the moneylender using the vessel as collateral. If the voyage was
successfully completed, the vessel owner repaid the loan with interest. If however,
the vessel was lost during the voyage, the vessel owner was exempted from
repaying the loan. The interest charge, to the extent it exceeded the normal rate of
interest on loans represented some form of 'insurance premium'. / 3T AT FT TFAT
TRl aT=ie ST avqr # 'aiewd’ F &9 # Hear g aiewdy aive UF 91 97 S @ &
ATToT/ATEeY IR ST&TST &l HTaH & ®9 § START FLd gU ATgaHTE 1 (AT ST 9Tl 7fs I
TRAATLES LT &1 ATt =, q7 STt F7 AT 4TS Aigd 0T LH1aT AT| ZTAf 6, AT ATAT 6 T
STETST & STTAT 9T, T STETST % Aol H1 50 T o ge &l St 47| =771 9o, o #7532
ST O SATST ol ATHTT 22 & SATE Zrar =T, ag et S &1 & ifH=s' € grar «m

In 2100 B.C, the "Code of Hammurabi" set this interest rate called Bottomry at 20%.

A “Respondentia Bond" was similar to Bottomry except for the fact that instead of the
vessel, the cargo was offered as collateral. Bottomry spread rapidly through the
Mediterranean region and the Roman Emperor Justinian passed an edict restricting
Bottomry rates to 12%.The next stage of evolvement of marine cargo insurance was
the concept of "General Average". The Greeks, Indian & Phoenician traders made
use of this concept and it was also codified in "Rhodian Law" in 700 B.C. as under:
"Let that which has been jettisoned on behalf of all be restored by the contribution of
all. A collection of the contributions for jettison shall be made when the ship is
saved". /2100 AT 93 ®, "gFTE it dgar” 7 afewiy AE 37 AT & 1 20% ¥ Faia

T e e aive” aienst & q9T or, Fam =9 a2 % T @i & a9, FwW R ST6Ed 5

& T FRAT AT o) e GESAATTOT S § aSit | et T2 ST AT THTE A F Fieady
T AT 12% T ST FT T SA<eT 7T A1) THGT FRO ATAT 6 [T F7 STt J207 "rHT=

" T sragTor off| FATHAT, AT ST R FT SATITRAT § 37 AT T STTRT 64T 3T
T8 700 AT 9@ # "AfAw FrEt # oft @faras fr wam o s g off a9t i e & @
TAT &, I FHY F TRET F 8T a7 STAT A0 AR & o0 TRETE #7 U #3908 a9 G s
EESHEKEEISIUIN

In the 11th and 12th centuries, marine guilds developed in Denmark and spread to

the rest of Europe. The sole purpose of these guilds was to indemnify members
against losses at sea. The cities of Lombardy, Florence and Venice were the centres
of trade in the Mediterranean range and here, the first records of insurance came
into being. The first use of 'premium’' in marine insurance was first made here. In
1255, the Merchant State of Venice embodied the principles of mutual insurance
against the loss of pillage through contribution. The oldest marine insurance policy in
existence was issued on 24th April 1384 covering four bales of textiles on a voyage
from Pisa to Savona. The Lombards brought the basic concepts of marine insurance

to Northern Europe and England in the 13th century. By the 17th century, with the




emergence of Lloyds of London Association, London became the nerve-centre for
marine insurance, a position which it has held on to this day. / 113 sirz 124 eraredt 4,
TAATE | qAT S (ARTEa U ST 09 F At REEt | 6 T 3T SHI AT UHATT 3597 T9F H g
T THATH & AT Tawdl T ATTYIT FEAT AT AT, FATH ST AT F g AT AN §
FTIE % 63 o 3T Tgt T¢ AT % Tgol SATTE Teqed § 0| FHa! AT H "Ho=ae’ w7 a8t a7mT
T2t 36T T M 1255 ¥, 9" F ATIET T97 7 TEEE & A1e9H 8 G2 % THeTT & [adTh
TTEETTE ST % fgTat it SraaraT) sifedc § qas T FHal AT Gt 24 79 1384 T J<T
&1 T T, FSH AT F qFET T ATAT 9T FAST AL ATST T FAL 647 4T 97| Arvare 7 138

QTATEAT H THAT S THT ol FIAATAT STALTIUTSAT T ITALE T AT 3o | AT 1747 erqrear aF,
AASH A @& THIHULAT % I&T % 12, A AT S 7T HT g 9 T9T, Teh UHT EATF ST 3T T
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Evolution of Lloyds:

A small beginning of this giant institution was made in 1689, when Edward Lloyd
opened Lloyds Coffee House in Tower Street, London. The place was frequented by
sailors, ship-owners and merchants. Reliable shipping information came to be
exchanged at Lloyds and the industry members discussed deals here including that
on insurance. The coffee shop relocated to Lombard Street in 1691 and continued till
1774 by which time, insurance had become the most important aspect of Lloyds. In
1774, the participating members of the insurance arrangement formed a committee
called "The Society of Lloyds" and moved to the Royal Exchange. / =& farermrer ser &t
T GIEr " EAT 1689 H g2, I U=AE AAT 7 Fad & 1Y Tie # AASH FIhl gTSH GIdT| 39
STTE I ATTa, STETe ATTerh 3T AT ST 3T 9| s | feraaei fafir STy &7 srae-
TR T ST @97 ST =R & 9367 A1 AT Higd "Il I FA1 Hd o1 FIHN e T 1691 § Areare
e § T g1 T 37 1774 7 ST w2y, S awa 9 i, ataea w1 a99 qgaqut 12 a9
AT AT 1774 ¥, ST ST F 907 9 9700 G2e91 F T STErEdt A AtaeH” AT U aiuid a9
T T THFI=AS | US{HL0T oI =<l Tl

In 1871, the first Lloyds' Act was passed in Parliament which gave Lloyds' its legal
status. The Lloyds' Act of 1911 set forth the society's objectives including promotion
of its members' interest and collection and dissemination of information.

Lloyds' is not a company, but a market where members join together as syndicates
to insure risks. Lloyds' has 2 distinct parts: / 1871 #, €93 & qgar @tagd Afarfagw ariva
o T, o s #7 FTT @M @Al 1911 F AASH AT =T T G991 & 32971 F1 (Heifea
T, e zaer aaeai & f2al 1 SETar A7 3 THAT 1 U ST THIT AT 27

ATATH TF HIAT Al &, q(oh U AT g STgl qaeT STFHT FT ST FA & forg HiTwe F =784 vF
T A &1 ATASH & 2 AAT-TAT 9T 2
i.  The market comprising of financial backers styled 'members' who could be

individuals (called "Names") and corporations. These are the risk-takers or
underwriters who assume risks by forming syndicates. The syndicates are
managed by "Managing Agents" who get members to provide capacity, form
these syndicates, hire underwriters and run the syndicates as well. These
syndicates have a life-span of one calendar year only after which they are
disbanded and often reformed with the same number and same or different




members. / A<= FdEt § T I e "Hae' Fwgr SArar 8, S At (e A T
STAT ) S A g7 "R 81 F SH o arer a7 fAT-ormF g g o Hfeshe swrea sirfe
IoTd 2| [T T Taed "Taed Usic" FIRT AT ST & ST 9@l &l 97T T&T 7, 39
e %1 o7 Fed, FAAT-am F7 [ F e Fifeene o F forw sia #a 81 =7

e &7 SaqaTd Fad U FAeT a9 21dT § ST d18 Ivg AT HT [T STaT 8 37T 367
IHT HEAT ST THTH T AT TEEAT % F19 TS AT ST gl

Many of the syndicates have been in existence for years through the process
of disbanding and reforming. Accounts of the syndicate for a year are closed
at the end of three years and future claim payments are accounted in a
strange way. The provisions are not carried forward further but used as a
premium to reinsure future claim payments, if any, with any other Lloyds

syndicate or the same syndicate in the ensuing year. / %2 f&feFe e siw

T Y TFRAT F ATeaT F Fut F AfEaca § ) vw a9 F oy fHfewe F g 9w F o
H g% #7 30 AT 8 ST 9faeT F IEt % qOarT & U osiie aivh o fgama § foram srar 21

TTALTAT &7 RN T21 AT SATAT @, qfodh et v g s a1 st a7 # 3=
fifese % a1 afasy & Trat % quare, IS FE g, F [Erar w3 & o iy F 7§
ITANT AT ST 2

This accounting practice is known as RITC (Reinsurance To Close). It may be

noted that the liability of individual members is unlimited while that of
corporations is limited. Business can be placed in the Lloyds market only Und
through an accredited Lloyds' broker. Lloyds now operates outside of London
too in other regions and countries. This is done through Cover holders, who
can operate as a local insurer. These cover holders have limited or full
underwriting authority delegated by the syndicates and also issue the

insurance documents on Lloyds' paper. / =8 @@i#a s¥am® & RITC (frEeamie T
FATST) & ATH T STAT SATAT | T AT (AT ST Tt g o6 AR gaedt it 37q1 e iHd g
Srarfer fRTHT T ZraT FHT 1 ATET A FAd AT F H gt TET ST qhaT g oY
AT YTH ATTSE FHT F HILTH 8 & TGT AT Tl §| ATTSH A A& & a1 o7 &l
S Z9Tt | AT 19 F2AT g1 Tg FAC ITCHT & ATeqH F FHa1 S1aT 8, S £ A7+ SwreRdt &
Y H FH FT THA 2| T FAL AT % 91 FEfwed gy |0 oS3 77 Oof siewrefér
ATEHTT B & oY F ATASH % HIH UL AT Tqrast dF ST Fd &

ii. The Corporation oversees the functioning of the market, and sets minimum
standards framework for the syndicates. Major areas of involvement of the
Corporation are in setting the amount of capital each member has to bring in
to support their underwriting and to preserve Lloyds' ratings and financial
strength, managing financial & regulatory reporting, exposure management,
claims management and developing Lloyds' global network of licenses. / ffr

FTSIT o FTHFTS T S@E FHIAT g, Y Fifwe & o =@aw a9 gi=r Fetfa w2ar g1
T it AT ¥ THE &7 TF GE I AT SIS HT GHAT FA T ATTSH
T ATTSH & ATSHHT 6 AT dedeh il TAHRAT FHA * [0 AT ATAT Toit a0t 71T fFeia
FEAT 2
The Lloyds' Act of 1982 defines the rules and management structure under which
Lloyds operates. Under the Act, the Council of Lloyds is responsible for management

and supervision of the market, duly regulated by the FSA (Financial Services




Authority). The Council has six working, six external and six nominated members.
While the working and external members of the Council are elected by Lloyds
members, the appointment of nominated members including the CEO has to be
confirmed by the Governor of the Bank of England. / 1982 #1 @tae« stferfaaw ==t siw
e HLAAT T TATOT F2aT g e a8 Aiaed F19 FaT g1 AT=aw & agd, qrasq it
TR I F Taed 3T Thaeq & forw e g, ™ vwoaw (Bt @97 sriesro) g
feraa fAfaetae frar strar g1 ofvoe § g7 #1, g8 argd o7 g2 ATHa 99€7 gid gl
Apart from transacting insurance business, Lloyds' also provides a number of value-
added services to the shipping and insurance industry. Some of the important
publications brought out by Lloyds' and depended upon the world over, are: / =T
AT % AATAT, ATASH FATT ST FHT J=ART FT 2 Tegaraq qare {7 &1 F2am gl AFEH gT
TEHRTTAT 1T AT 9% § o 92 7 T Srar 2, 398 8 1 Agca ot 9 T30 &

v Lloyds' Register of Shipping, which is also into inspection, certification and

classification of vessels. / @taga TforEex At fAfeRT, ST SRS % e, = s
FR(THTOT T AT FTH F2aT 2

v Lloyds' List / @tfass g+t

v" Lloyds' Shipping Index / @itzg® farfiw sea

v Lloyds' Law Reports / @ig=s @t e
Some of the forms used internationally like Lloyds' Standard Form of Salvage
Agreement and Lloyds' Average Bond are contributions of Lloyds' to the shipping

and insurance industry. / ¥TITEE T T2 TEHTA [T STH AT T BIH T8 ATISH FHT dTeast
WTHe T ATFF IH ST ATTSH F7 3faq atee fTUT v S91 IURT | AT F7 TEE 2l
Lloyds' agents are found in major ports and other cities across the world. These are
not underwriting agents. Their responsibility is to track vessel movements, report
casualties, inform other matters relevant to shipping trade to Lloyds' apart from
rendering assistance to any vessels in distress. They also appoint surveyors to
assess losses and where authorised act as settling agents on behalf of underwriters,
giving them revenue stream in the form of survey fees and settling commissions. /
AT ¥ TSt AT WY ¥ TE AGTET ST AT orgal # T ST 2 ¥ T uste a5 # I
ST STETSit At Tafafert a2 a9 T@AT, gargal Hf (YaIe FAT, 6 § hw T off Stgrer &
TETAAT T&TH FIA % FATAT ATISH [ T AT & HHTT T AIHAT 7 TR AT g1 F
THAT FT ATHAT FA % (o0 qaeqsw ff 7w F3d € i STt Aferga g 8, sevarzed & A &
HTTHE Tsie & ®T § F1H T &, OEH Irg, A [ T TeaHe FHIAT 6 € § T57eq [Haar 2|
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