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WHAT WAS THE CLAIM?

The Insured, a manufacturing
unit for distilled spirits, suffered
a mechanical failure of one
of its machines at its plant,
resulting in the bodily injury
to the workman handling

the machine at the time. The
nature of injury suffered by
the workman was that of
temporary total disability. The
Insured notified its insurer of
the claim under the Employee
Compensation Policy (EC
Policy) availed by it.
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0 Employee Compensation Insurance

KEY ASPECTS TO CONSIDER:

1.

What is covered under an EC Policy?

An EC Policy covers the statutory liability of an
employer for the death, disability, and bodily injuries
of their employees caused by accidents arising out of
and during the course of their employment

The EC Policy enables an employer to demonstrate
their ability to meet the obligations imposed under
the Employee’s Compensation Act, 1923 (EC Act),
erstwhile known as The Workmen's Compensation
Act, 1923, which is monitored by the Ministry of Labour
& Employment

The compensation payable by the employer to the
employee is in accordance with the EC Act. The
calculation of the compensation payable by the
employer to the employee, depends on the nature

of his/her injury and the average monthly salary or
wages paid. However, the minimum and the maximum
cap for the compensation is subject to timely revisions
by the concerned ministry

The EC Policy mirrors the liability under the EC Act.
Therefore, the coverage under the policy and value
payable by the Insurer to the employer will be the
amount that the employer is held liable for under the
provisions of the EC Act

The EC Policy also covers the employer's liability
under common law, and the Insurer is duty-bound
to indemnify the employer to the extent of liability
afforded on the employer thereunder

Capping of wages by the Insurer to assess the quantum
of claim

As mentioned above, the EC Act lays down the
provision for calculation of the compensation payable
to an aggrieved employee. Given the EC Act was
enacted in 1923, the wages were relatively lower

and therefore, the Central Government, from time

to time, has revised the minimum threshold of the
wages, therefore, enabling a minimum wage earner/
dependant an opportunity to receive sufficient
compensation for the injury/loss suffered

The wage earner in the instant case received a
monthly wage of approximately INR 32,000. This
information was shared with the Insurer at the time of
notifying the claim. The Insurer, while having admitted
the claim, wrongfully calculated the wages of the
Insured at INR 15,000 (which was the currently notified
wage under the EC Act)



« Since the workman in question was already

earning more than double the notified wages,
this interpretation of the Insurer was not
accepted by the Insured. To resolve the issue,
our team (in the capacity of the mandated
insurance brokers) met with the insurance
company to elucidate the true interpretation
of the notification on the basis of the judicial
precedents explaining the intent of the EC
Act, as a beneficial legislation. We informed
the Insurer that the Central Government's
notification of monthly wages under the EC
Act of INR 15,000 is nothing, but a minimum
threshold set down for the purpose of
calculating compensation under the EC Act,
intended to ensure a minimum compensation
under the said social legislation. In instances
where the workman receives higher wages,
the calculation as prescribed under the Act,
must be made on the basis of actual wages
received by the said workman

The Insurer, recognising our interpretation,
revised the reimbursement payable to the
Insured and paid the compensation in
accordance with the EC Act on the basis of
actual wages earned by the workman

"
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Claims of this nature also indicate the
importance of choosing the right advisors/
insurance brokers who are enabled and
well equipped through the right team, to
support an Insured in case of a claim.




WHAT WAS THE CLAIM?

The Insured was in the
business of electric lines

and supply, and suffered a
fire accident in and around
its premises at the time of
repairing an underground
damaged pipeline. While the
fire did not cause any harm to
life, it unfortunately damaged
four vehicles belonging to third
parties who resided around
the Insured’s premises. The
Insured notified the loss under
the Public Liability Insurance
(Act) Policy (“PLI Act Policy”)
availed by it, which is a
mandatory insurance required
to be procured by an entity
such as the Insured, who
handles hazardous products,
under the Public Liability
Insurance Act, 1991 (“PLI Act”)

e Public Liability Insurance Act, 1991

KEY ASPECTS TO CONSIDER:

1.

Scope of a PLI Act Policy

The PLI Act Policy is a statutorily mandated policy, which
means a payout under the PLI Act Policy is only possible
if a claim for relief has been made under the PLI Act.
These claims are to be made before the Collector who
has jurisdiction over the area in which the accident
occurred, and such Collector, after its due course of
inquiry, passes an award for relief under the Act.

Lower compensation under the PLI Act

The amount of compensation payable under the
PLI Act, was stipulated nearly two decades ago.
Resultantly, the compensation under the PLI Act is
very meager and restricted to the following:

- in the case of death or total permanent disability,
INR 25,000 per person, in addition to the medical
expenses incurred (if any) up to INR 12,500

- in the case of injuries, medical expenses incurred up
to a sum of INR 12,500 per person to those injured

- up to INR 6,000 depending on the actual damage,
for any damage to private property

In the instant case, the loss suffered by the owners
of the third-party vehicles was up to INR 25,00,000,
which was claimed from the Insured. However,

the Insurer was only able to reimburse the Insured
within the limits of the PLI Act, thereby compelling
the Insured to bear the uncovered loss suffered on
account of the claim, out of pocket

Inadequate insurance

The Insured is clearly in a business wherein bodily
injury and property damage resulting from their
business or premises is an eminent danger. Despite
that, the Insurer in this case, did not opt for a
Commercial General Liability Policy which would have
provided a far higher limit of liability for similar claims

A CGL Policy would typically pay damages that the
Insured becomes legally liable to pay on account of
bodily injury or property damage that may arise out
of the Insured’s business or premises

Therefore, choosing an appropriate and adequate
insurance policy is of utmost importance to ensure
that there are no uninsured risks and exposures that
the Insured is subjected to

Not having an appropriate insurance policy precluded
the Insured from efficiently mitigating the risk of this
nature



WHAT WAS THE CLAIM?

The Insured supplied an
engine to one of its customers
that suffered a sudden
mechanical breakdown

soon after it was serviced

by the Insured, resulting in a
significant loss to its customer.
The customer claimed the
loss from the Insured and
accordingly, the Insured
notified the claim under

the Professional Indemnity
Insurance.

LIABILITY CLAIMS TAKEAWAYS

e Professional Indemnity Insurance

KEY ASPECTS TO CONSIDER:

1.

Liability not to be assumed without the consent of the
Insurer

As a general condition under the policy, the Insured is not
permitted to assume any liability/obligation and incur any
costs without the prior consent of the Insurer. The Insured

in this case, not only bore the complete cost of repairing

the machine but it also compensated its customer for the
period the machine was inactive, all without seeking the
Insurer’s prior consent. The Insurer rejected the claim for
these costs on the ground that it was a condition precedent
to the Insurer’s liability under the policy, that the Insured was
required to pay any damages or incur defence costs, only
with the prior written consent of the Insurer.

Non-disclosure and misrepresentation can result in policy
cancellation

At the time of policy placement, the Insurer had requested
the Insured to fill a proposal form. One of the questions in
the form related to “past claims or issues that Insured has
faced in the engine it supplies”. While previously, the Insured
had suffered a similar break down of its engine of the same
series, given that the outage time was significantly lower,
and a timely repair was able to resolve the issue there was
no insurance claim made by the Insured. Accordingly, this
information was not disclosed in the proposal form.

During the investigation of the current claim, Insurer got to
know of the previous incident which was not disclosed to the
Insurer. The Insurer was able to demonstrate with sufficient
proof that the Insured had knowledge of the potential risk
of a claim and did not disclose the same to the Insurer. The
Insurer has a right to know such details in order to take an
iInformed underwriting decision. This further resulted in the
Insurer cancelling the policy for misrepresentation and
non-disclosure of material facts.
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We are sure you found the anecdotes interesting and got some key points to
take away.

Stay tuned for the next edition!

About Prudent Our Claim-
Insurance Brokers Handling
We, at Prudent Insurance Brokers, provide EX pe I’tiSe

industry-leading expertise in designing and

managing insurance programs to address Our team members come from varied
unigue requirements of your organization. We areas of expertise, thereby enabling us
have a client-centric service infrastructure to ensure that our clients are assisted
that delivers proactively & passionately in thoroughly, through every step of the

a highly systematic manner. Our Liability claims-handling process. We take
Team comprises of ex-underwriters and the pride in our professional competency
largest number of qualified lawyers and legal and diligence, and our team is always
professionals who can help you across different willing to walk the extra mile in client
aredas: service.

+ |dentifying and addressing gaps in your
current insurance programs

« Arranging the most cost-effective cover from
Indian and international markets

« Ensuring contract compliance for your
insurable indemnities

« Offering 360° claims management by the
largest claims team across any broker in India

« Providing global solutions through the
strongest international alliances
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Insurance is a subject matter of solicitation

This report and any recommendations, analysis or advice provided herein, are based on our experience as insurance and reinsurance
brokers or as consultants, as applicable, are not intended to be taken as advice or recommendations regarding any individual
situation. The opinions expressed herein are valid only for the purpose stated herein and as of the date hereof. We are not
responsible for the consequences of any unauthorized use of this report. We have used what we believe are reliable, up-to-date
and comprehensive information and analysis, but all information is provided without warranty of any kind, express or implied, and we
disclaim any responsibility for such information or analysis or to update the information or analysis in this report. We accept no liability
for any loss arising from any action taken or refrained from, or any decision made, as a result of or reliance upon anything contained in
this report or any reports or sources of information referred to herein, or for actual results or future events or any damages of any kind,
including without limitation direct, indirect, consequential, exemplary, special, or other damages, even if advised of the possibility
of such damages. Please know the associated risks and the applicable charges, from your policy document issued by the insurance
company. For more details on benefits, exclusions, limitations, terms and conditions, please read sales brochure/policy wording
carefully before concluding a sale. Commencement of risk cover under the Policy is subject to receipt of payable premium to desired
Insurance Company only. Prudent Insurance Brokers Pvt. Ltd. is the registered Broker with IRDAI and does not underwrite the risk or
act as an Insurer.



