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The present complaint has been filed by the complainant - Sapphire Papers 

Mill (P) Ltd. against the opposite party insurance company alleging deficiency on their 

part by wrongfully and illegally denying the insurance claim. Brief facts of the case, as 

narrated by the complainant, are that the Complainant obtained a Standard Fire & 

Special Perils Policy (SFSP) covering plant and machinery, Stocks & General Stores 

& Chemicals of all kinds, and stock of raw materials and/or stock in progress and/or 

semi-finished and/or finished stocks, for the period 11.02.2011 to 10.02.2012, for an 

amount of Rs.16.32 crores. On 29.12.2011, due to electric short circuit, fire broke out 

in the factory premises of the complainant and OP insurer was intimated about the 

same on the very same day and the claim was also filed before the OP insurer. It was
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huge fire causing extensive damage to stock, plant and machinery, shed and building, 

etc. and the fire brigade battled for hours to control the said fire. OP also immediately 

appointed the surveyor Mr. P.K. Chakraborti Surveyor & Loss Assessor to visit and 

survey the site. Preliminary survey report was submitted by the surveyor on 

10.01.2012. The Complainant was constantly chasing the Surveyor appointed by the 

OP, who was raising queries and demanding documents and records. Each and every 

information, as sought by the surveyor, was duly supplied by the complainant. But it 

was only after lapse of over six months, that is, on 02.07.2012, surveyor submitted 

report, whereby even after admitting that insurance cover is to the tune of Rs.16.32 

crores, surveyor admitted the claim only to the extent of Rs.43,43,887/-. Thereafter, on 

25.10.2012, surveyor submitted Addendum Report whereby the assessment of loss 

was further reduced and assessed only to the extent of Rs.38,28,898/-. Being 

aggrieved with the settlement, complainant continuously approached the the OP 

insurer for his grievance about the settlement of claim and also pointed out the errors 

and omissions in the report of the Surveyor. When no other option was left, 

complainant was compelled to accept the settlement as indicated by the OP insurer. 

Complainant wrote various emails to the OP complaining about wrongful settlement of 

their claim but no response was ever received from their side. In these circumstances, 

complainant had no other option but to file the present consumer complaint on 

15.05.2015 praying for following reliefs:
1. To award and grant a sum of Rs. 1,40,83,029/-, being the balance amount of claim 

under the contract of Insurance for loss and damage suffered on account of 
accidental fire in the factory premises of the Complainant;

2. To award and grant interest @ 18% per annum from the date of accidental fire being 
29.12.2011 till the payment of the balance claim;

3. To award and grant a sum of Rs. 10 lakhs towards compensation and damages for 
pain and agony, Rs.50 lakhs for deficiency in service and grant other costs of the 
present proceedings.
The complaint was resisted by the OP insurer by way of reply to the complaint 

filed on 08.02.2015. By way of written statement, OP insurer denied various 

allegations levelled by the complainant by stating that there was no deficiency in 

settling the claim of the complainant and the assessment made by the surveyor was 

based on facts of the case and the same does not suffer from any infirmity. As per the 

OP insurer, the present complaint shall be dismissed outrightly on the ground that the 

Complainant, after having received a sum of Rs. 38,28,898/- in full and final 

settlement, cannot subsequently in law raise any grievance of file consumer
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It is further submitted by the OP insurer that the once the insured accepted a 

particular amount in full and final settlement of its claim, insured cease to be a 

'Consumer' as per the Act and he is estopped from claiming any further amount from 

the insurance company. It is a settled law that a person cannot approbate and 

reprobate at the same time and once insured has made a choice between two course 

of conduct available to him he cannot resile. It is submitted that the settlement

complaint. The averment of the OP insurer is further justified by quoting judgement of 

the Hon’ble Supreme Court in the case of United India Insurance Co. Ltd. Vs. Ajmer

Singh Cotton and General Mills (1999) 6 SCC 400, wherein it is held as under:
“4. The mere execution of the discharge voucher would not always deprive the 
consumer from preferring claim with respect to the deficiency in service or 
consequential benefits arising out of the amount paid in default of the service 
rendered. Despite execution of the discharge voucher, the consumer may be in a 
position to satisfy the Tribunal or the Commission under the Act that such discharge 
voucher or receipt had been obtained from him under the circumstances which can 
be termed as fraudulent or exercise of undue influence or by mis-representation or 
the like. If in a given case the consumer satisfies the authority under the Act that the 
discharge voucher was obtained by fraud, mis-representation, under Influence or the 
like, coercive bargaining compelled by circumstances, the authority before whom the 
complaint Is made would be justified In granting appropriate relief."

constitutes a binding contract between the parties and that complainant cannot claim 

further amount after remaining silent for almost 772 months. It is also submitted that 

the present complaint is only an afterthought to have unlawful gain. Further, it is 

averred by the OP that when complainant unconditionally accepted a sum of 

Rs.38,28,898/- in full and final settlement of its Claim and in consonance with the 

consent letter and also executed discharge voucher after such acceptance, 

complainant cannot undertake further litigation by ignoring or overlooking the 

conditions of finality subject to which the benefits were extended to it under the 

settlement. Complainant cannot reject what is inconvenient and onerous while it 

accepts what is beneficial to its interest. Complainant therefore cannot and should not 

be permitted to change its mind after unequivocal acceptance of the amount. 

Moreover, the survey report prepared by the Surveyor, who is duly licensed by the 

Insurance Regulatory and Development Authority (IRDA) and is appointed in 

accordance with the provisions of Section 64UM Of the Insurance Act, 1938, is a very 

important and vital piece of evidence and should not be brushed aside lightly without 

any strong contrary evidence brought on record by the complainant. The Survey 

Report is a document containing the findings of an expert in the field of survey and 

assessment of loss suffered from the risk insured and all the deductions made in
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Relevant portion of survey report dated 02.07.2012 prepared by P.K.
Chakraborti & Associates is reproduced below:

assessment of loss are as per the report and are absolutely justified and hence 
complainant has no merits.

Order dated 19.05.2025 passed by this Commission recording the contentions 
is reproduced below:

“Heard Mr. Jain, learned counsel for the complainant, who has advanced his 
submissions contending that even though the opposite party/lnsurance Company has 
proceeded to settle the claim on the signing of the discharge voucher by the 
complainant, according to Mr. Jain, this acceptance of the offer was under a compulsion, 
inasmuch as, the complainant had been suffering huge losses and the claim remained 
unsettled. There were certain bank debts on the complainant and therefore it was in 
these dire circumstances where the complainant was compelled to accept the offer 
made by the Insurance Company.

On the other hand, learned counsel for the Insurance Company has vehemently 
urged that the aforesaid contention is incorrect, inasmuch as, the letter of acceptance 
after the intimation was given to the complainant categorically accepts the offer as full 
and final settlement without any protest. The submission therefore is that the 
acceptance letter alongwith the signed discharge voucher on 26.09.2014 finally settles 
the claim and therefore the complainant had no cause of action to question the quantum 
by moving this complaint on the ground that the payment had been received under 
protest.

We have prima facie perused the documents but since the case would require 
some extensive hearing and there is no time left today, let the matter be listed at 2.00 
p.m. on 29.09.2025.”

The contention therefore is that any settlement stated to have been accepted by 
the complainant in the background of the case does not amount to a voluntary 
acceptance of the entire claim and is therefore not a full and final settlement of the loss 
suffered that remains unindemnified by the Insurance Company.

5.0 Ptease submit the Bills & Payment Receipts amst the cost ofne^s paper advertisements as 
uell as challan confirming payment made to the fire service’s dem?

10 h k observed from your suhmined documents dial the loul cost of procurements of malerials 
uf nuihincry kerns is about Rs. 74.05 Ucs against the claimed amount of Rs. 49.46 Lacs. As 
suck to justify yojr claim for damages, we may have to depend on jxnir submitted 
phoh-eraplis ofalTected inachtnm items, if no other basis is avaihble to us.

4 0 have received a claim for machinery items like Sheet cutter. ReMfidcrk Pop Reel 
Gurllutine, Broke Pulper Dryer EOF Crane. FFF for finishing section. Please let us know the 
funakms of the individual machinery' items related w the aftected finishing section of the 
paper milk In our considered opinion the Dryer Machine is not in the vicinity of the finishing 
xetiofi and as such, it should not be aftected due to above fire evem and no photographs of 
damages for the same is also received by us. *
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claim for Finished Goods - Rs.
rbim for WIP - Rs, 56,19.510.00

"As per our observation regarding the process of paper manufacturing, the pulp is 
converted into paper sheets and as those sheets are dried moving through the set of 
driers, the paper is rolled on the Tambour rolls. The rolls which are rolled with paper up to 
certain quantity of paper are one by one lifted and replaced by other empty rolls in 
continuous process on the machine by crane. Those rolls with paper are accumulated on 
the floor in front of machine waiting to be loaded on the cutter for sheeting or on the re 
winder for reeling. The rolls thus cut into various sizes of sheets on the cutter or into reels 
of various sizes on the re-winder machine are taken by the finishers for weighing and 
packaging in case of reels and counting manually and then packaging in reams in case of 
sheets. The reams thus generated are then bundled by sewers.

So, the work in process/Stock in process consist of all quantum of such stocks 
which is Tambours rolls. Under cutting on the Cutter machine, under re-winding on 
re-winder machine and under manual counting and packaging of reams.

The quantity of WIP/SIP is taken as per stock register maintained by M/s Sapphire Paper 
Mill Pvt. Ltd. for WIP/SIP, which is true and fair and as per Cost Accounting Standard. 
The value of the same is arrived be taking the cost of Raw Materials and adding there on 
the cost of process i.e. Electricity and Labour cost, Cost of Running the machine and 
other expenses directly related to the production."

The insured submitted their claim form duly filled in - vide Encl. No. 31.0 - 
enclosing a claim bill of Rs. 1,79,11,638.16-vide Enel. No.32.0 - along with all 
supporting documents as per enclosures prefixed with "S" with the details of 
damages to the machinery & Building items and the cost of Repair and 
replacements of the same - vide Encl. No. 33.0 to 33.12.

Regarding the claim for loss of Finished goods, the insured submitted the excise 
records (RG-I) of Finished products - vide Encl. No. S-1 & S-2.0, the total stock 
certificate of Finished Products on the date of loss as issued by their Auditor - 
vide Encl. No. S-70.0 - which is also confirmed by the audited Balance Sheet as 
on date of loss vide Encl. No. S-73.0 submitted by the insured. Dimensional 
drawing of the insured for their factory complex - vide Encl. No. 30.0 - shows that 
the insured has two finished godowns, one attached with the finishing section of

7.12 W? ^dressed our mail dt, 2S.05.2011 for cliritkaiiw on die received dociunenteas detailed below
- Vide Enel. No. 28.0:

2.0 Please mail rhe copies ol die deuiled itemwise claimed items /quantities cost for 
raachmen & Building items in formal for ear detailed assessment ofloss with retereiwc 
to vaur submitted Tax invoices /Billstotf er cani« etc

Uc arc preparing jnur IiikiI Suncy Report and of loss. We require the following 
lurthcr chrilicmiimducumms in regard io your submitted daim Bill.

1 ?lease subnirt the aimpuwiimts along w ith reference diKumenis for both quantities and nnes 
uhethcr stibraiiied or not submitted - immediaidy against j our
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Regarding the claim for loss of stock-in-process, the insured submitted the WIP 
records of semi- finished goods vide Encl. No. S-5.0, the stock certificate of WIP 
on the date of loss as issued by their auditor vide Encl. No. S-70.0. But from the 
enclosed photographs snapped by us, it is observed that there were around 5 
Tumbo Rolls retained by the insured/not disposed off. It is reported by the 
insured that the weight of each Tumbo Roll is 2.20 MT. on an average. As such 
we have deducted the cost of stocks for 5 nos of Tumbo rolls in our assessment 
of loss. For the average rate of affected/damaged stock-in -process per MT, we 
have considered the stock certificate on the date of loss for the quantity of WIP 
and its value at cost - vide Encl. No. S-70.0. The quantity of affected/damaged 
stock-in-process and its rate are computed in Annexure-"B". Since the computed 
rate at Rs. 19,580.00/MT is more than the claimed rate at Rs. 19,500.00/MT, we 
have considered the claimed rate as the basis of our assessment of loss.

We have further considered 5% of the computed quantity of stocks in the 
attached godown which is affected/damaged due to the above fire as 
non-moving/storage loss.

the factory totally affected by the fire and another detached and isolated from the 
factory shed not affected by the fire.

Due to the above fire in the finishing section of the insured and, the attached 
Finished product godown are observed totally affected as per the enclosed 
photographs. Since there was no separate stock records for the two finished 
product godowns - where the stock height are more or less same we have 
computed the quantum of F.Goods damaged on proportionate basis of the 
godown areas as computed in Annexure "A" of this report. For rate per MT. of the 
affected/damaged F.Goods, we have considered the rates from stock certificate 
as issued by the auditor on the date of loss - vide Encl. No. S-70.0. We have 
further cross checked the rate of closing stock of finished goods from the Tax 
Audit report submitted by the Auditor for the accounting year 2010-11 - vide Encl. 
No. S- 80.0 and the closing stock value - vide Encl. No. S-78.0 (Audited Balance 
Sheet for 2010-11) as = Rs. 4237035.00/206718.5 Kgs. = Rs. 20,500.00/MT. 
Since the computed rate at Rs. 20,180/-MT is less than claimed rate of Rs. 
20,500.00/MT., we have considered the lower rate in our assessment of loss.

RciLstrcliiiL* I h “ du Im for Plant and Wa:hiiie^. ;hc insured submitted the list of iracIbinuriiiM cfajnagtd 
■in he line aiiectcd finishing areft as shown in layout map - vide Encl No. 3&.0 ■ ilamages of 
.cillfrent niBchinurv - vide I'.ncL No. 29.0. On the basis of lie inspecliori report the insured 
subm t'ed item wise list of ilems claimed /repa-red'repl^cc by :lie insured* vide End. Nil 33.(1 to 
33.12 - tti?ir .jocurcmcm deuils - v:dc End. Nos. $-15.0 w S-SJlk Pie damaged items and 
CLianiib(?s are more or less observed in the pho:<Hi*aphs snapped :n our presence by the insured after 
cisAiarLlinj!.' replacements As iuch. Lie replaced items are considered j':i our asKssnienL of loss 
«r?(tcpiiire [,ic Pal.ci Trucks c.ainied as wul However, die xmiptjneiiLS required for 
ropai'iug or:hf Pallet Trucks are considered. During our last visit on 14.04.2012 we also wified 
the vicinity of Lie fire affected .'napliinerj as ciahied by the insurec. The motors of tie Broke 
Pulper rs excluded per exclusion of the eleclvrcal dauta of the issued Standard Pirc tnd Special 
Perils Policy, since the fat orignated from the location as confirmed by the insured - vide CacL 
No. 29.0. As de^reeiAtfon o? 5C9(i is considered "or the period :hdr use aince rr.aiQrily Of the 
claimed items ol machineries are limlied life ilenr.s. The damaged items have no commercial 
vaLur. ir use. As meh, we have contfdered the meiatiic salvage viilue @5% of their 
proiurewt value.



0 Assessment and Ad jusmieriI of Lo-*:
Assessed Amount (Rs.)

Rs. 89,03,119.00

Rs. 68.9X599.00
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8 121 tom the audited Balance sheet on the date of loss I28J 2.2011), the gross block value of Plant & 
M.nhiiterv - ude Encl. No. $-74.(1 - is Rs. 10,5WJ38.00 (P&M) + Rs. 61,594.00 (Machinery- 
Work dwpj ■ Rs. 1,04,^1,770.00 (Ek-ctrical Insldfadini) - Rs. 11.64,91/702.00. Considering 
appreciation tn value is equivalent to its depredation, the present market value of Plant and 
Machinery uill he Rs. 11,64,91,802.90. Since this value is less than the covered value at Rs. 
12,15.00,000.00 - vide End. No. 3.1, no underinsurance will be applicable while adjusting the 
hiss for Plant & Machinery items.

S.U i mm the audited Balance shed on ihe date qf hss (28.12.2011) ilic Gross block value of factw)' 
building is R.v 231,77,851.00 - vide End. No. S-74.ll. Considering appreciation in value is 
equivalent to its depreciation, the present market value of factory building will be Rs. 
2.31,77,851.00, Since this value less (han (lie covered value at Rs. 23^00,000.1)0 (Vide Encl 
No. 3.1) - R& 2,00,000.00 ( Vide Encl. No. 3.4 for building of labour quarters) i.e., |U 
2<33MJ00M no under insurance is applied while adjusting the loss on building.

X JI [he insured submitted the value of slock in trade on the date of loss (28.12.20111 - vide End. Mu.
S-70.0 - cenitied by their Audiw. As per ihal 
1he value nNock of finished Goods
W
Piuktng Maivnul
Swivs w Spares
Total value of stock other than Raw Mawriid

(he u'tered udue of skick of General Siws & Chemicals. Raw Maierhls and Finished Goods is 
Rs3(j.lXHM(8i as per policy schedule e& per Annckuie I ~ vide Encl. No 3.4. It is observed that 
Raw materials are covered under a different heading, we have considered this raw material as 
semi* finished goods which is also damaged in the above event. Since the value of stock in 
trade at Rs. 1,74,81.883.0(1 as above is more than the covered value at Rs. 30,00,000.00, 
underinsurance will be applicable to (hat extent of undercover while adjusting the above loss.

Value vl 'AlPol 287,795 MT
q Rs 19.500 Oft'.MI’ as per Annexwe "B" * Rs. 56.12.00100
Less; cost of retained
Semi llnished goods as per Para Nk 8.5
-125 MT. f Rs. l950a'-MT (■) Rs. W75.(IO
Assessed value of Semi-finished goods - Rs. 54,51,128.00 
Therefore, Total com of damaged Finished goods & Semi finished goods 
= Rs. (M5I.WI.IHH 54.5LI28.UtJ) = 
Lew; Salvage value of 334.929 MT.
®Rs 6000.00, MT.- vide Para No. 8.6 (-) Rs. 20,(19,520.00

-RSI.I.U7.47L00 
^Rs. 563W4.0D 
= IK 1,02.076.00 
= Rs. 3,78302.00 
-Rs. 1.74.81.883.00

Stocks
A messed value of Finished Goods of
171 Uh Ml .T2OJ8U.(KJM1 -as per Annewe"A'- Rs. 34.51,991.00
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Rs. 724719JHI Rs. 29,27,937.00

Rs- 12el75.V0

(•)

Less Salvage value as per Pan No.8.9

Ik 50.470,1X1

•Vliu>tnH,iii oriush

1.0 Building

J.iJ Plant & Machinery
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le^ SahiLir
[.■ )%j\perlsan>w, $7

Since no underinsurance is applicable as per Para No.«S.I3 of die S.Rcport 
Fherdurc. .Adjusted value <»f kiss alier applying average clause

Sincf no under insurance is applicable as per Para N‘o.8.12 
There fore. Adjusted value of Less after applying average clause

UhhevH utk’i 
2.0 klecnical 
c.O Reminder 
Ulkip lU'l 
o.OGuillotme 
6 0 Broke Pulper 
7.0 Drver 
8.0 EOT Crane 
9.0 Finishing Section

Ik H595W
Rs. 2203MIW

Rs. 6308800
Rs. 63087.00
_______Nil
Rs. 610S7.OQ

Rs, 1,13557.00
Rs. 9935.09100

« Rs. 2^7.937.00

= Rs. 1,13,557.00

/\dd labtwrchargesasper
P.ir,i No.8 8 and AnuexifK ’'I,”

'Add: labour charges as per
(Tn \’p.8,9 & Annexure “L”

Assessed loss after deprecnita ^salvaging

Uss Depreciation
v5ij% aspei Fira No. 8.7 i,4 1G 23l<OJiO

Rs, 2319177:00

BuiMha:
Cosi ot replacemeni of damaged 
Ilem** as per Anncxure 'TC 
Less Deprecialion 
@ SCftias per Para No.8.9

Plant & Maehincrv:
Cast N rqpljceinenl ol’damagcd awpuncnis of

■ Rs. 698524.00 ■ Vide Annexun: "C
- Rs. I U2.G84.UO - Vide ,Xnnaure”DH
- Rs. 176335.00 - Vide Annexure "E" 
-Rs. 155476.00- Vide AimeweT*
■ Rs. 6507.00 ■ Vide Annexure “G” 
•Rs. 21163.00’VideAnnexmk'H”
- Rs. 2400644,00 - Vide Annexure 'I”
• Rs 25493.00 • Vide Annexure "J”
■ Rs 32129.00 ■ Vide Annexure ‘’IC 

Rs. 4638354.00



3.1) F.Goods / Semi F, Goods Spares

R$,

(4

F-. -js
Dulc: OT4** Marcli 2014

Our !<cf: CR4>-l'lcchTi>t- C’laim’20! I/’?-

Dear Sir,

Wc uncc again request >ou

Page 9 of 27

Letter dated 07.03.2014 offering an amount of Rs.38,28,898/- as full and final 

settlement by the insurance company and the “Annexure-1” to the policy which is in 

controversy and is referred in the discussion which follows, are reproduced below:

Since underinsurance is applicable as per Para No. 8.11 of S.Repori 
I hea’lcre Adjusted value of loss after applying average clause 
= Rs.M.UWOx Ri.lO.WOO.M’Rs. i.74MS8HM

Les-> Poliev Gxcess as per Para No. 8.14 of die S.Report
Nel loss Assessed

Rs,
Rs.

W Ikbns removal $ I % of Rs, 42J14M00
- as per Para no. 8.10 of lhe S.Report
Add: llrv Bncade charges xs per Para No. 8.10 of S.Repon
-WU‘ AJ’.vrti'.emcni charges in Newspaper
us per ftira No. 8.10 of S.Report

National Insurance

42,245.00
0.429.00

( M^cra Bihari)
Regional Manager

3.734.00
Rs.43.5X887.00
R<. 10.000.00
Rs.43A887.00

^Mcf fciPi^-S

'National insurance Company Limited* 
(A Govt O! InGiS undertaking}

Rs. 11.82.985.00
RU2,24.479.00

to /
MS. Sapphirc>Ejpers Mil! Pvt l.td
Mt-.M. JagirwutlhpLir. Hidhanoagur. Darjuiling
Uist: iJptf'fccling (VVcst Bengal)

Rcmvw mi flaims. Insured- M's. Saphirc Pujwrx Mil! (l»'i Limited 
Polio So- H'lSCJtL'tl/lU/S-’OOOOObTO.
Claim X‘-> • IOIWI l/l |/.’3/900WWH6.

Date ut Loss-

This is in rctcrenec to tour request for revicu of aibresaid claim setUeuient.

In of this cur u-chnreal town had revised this file Used on various points

°n,y>
is in Older,
We once a-ain request vou aceer! the claim, voucher for Rs.?S2X«98.O<* (Rupees thHy eight 
lacs twenty mht thuusanu eight hundred ninety eight only) towards full & final settkitwnt ol 
aforesaid daim A please return this voucher with y«ur -ignMure, to enable us to make you 

payment for this aruoLUl



r.'but insur*a tla «tj

0

* *2 a

s.ir. s.-:. !

reproduced below:

x>- c~
S'

Dear Sir.
rt«uu«h mail dated 34tl> S^p. 2014,

Supi-JCt Submiiwioi
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Date: Sept, 2014
Piece: SUigun

Director
Director

tbiional kisjrance

»t< kHNt; mriff 
’>* ttMM. t?

Sf.!

rtvartklng you

For, Sopphire Papers Mill Pvt. 1-ld.
SAPPHIRE PAPER M1U. (P) LTD.

=1 -'i>

To
Mr. Dipaitkar Ousgtipm
Asstt. Manager <D>
Matronal insurance Co. Ltd..
Drvision-XX. 42C. J 1_ Nehru Road. 
' l.<-var.Sudha Building*. 6th Floor. 
Kolkata: TOO 071

SATPHIR£ PAPERS MILL (P) L.T1 
3” Floor. Leelashri Building, Subhash Mar 

G.M Road. Sillgwri-734001. Ph. No-OSS3>2431 
emall-«nfot3>sapphir«papcrs.com, CIN Wo- U21O99WB2GO4PTC1CI 

AM r«4.G»y u P- fe: E-— 1 ^7 7”

V

Vi.» Iwv-C

•>.!t«_<? «3L_€>-

ll»t JR«trtlQaM Mi-ig ABtMr’.rtd t», 4m<£ f-

It is requesting you to

B^Hatutioi •'.v

pJKtss^JSSrsa^Mlotlitt'Mj

Our HTCS Detail is:
Sapphire Papers Mill Fvt. Ltd.
Stale Bank of India 
SME Branch. Silisuri. 
A.‘e no.30S0$0SS5l 1 
IFSC: SBIM GOO 4 t 26

Ft«Si »f*>?

....

NATIONAL INSURANCE COMPANY L

IT* FLOOR. KOUUkTA. TOO W1, Miarw: ZUMUMUA

tfrerttn^jwnBTTtTj^Wr.R^FT \ , (SJ

■ ---------------------------------------------

i Closes BewlaiUt

as won. as possible-

[.---------------------------- -^■■t ■, p

IB Mb fomik'faki If FbinAiw^ ■

TH* ijr-sl.Insvted is/»r«'as.-:.' ■
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Letter dated 26.09.2014 accepting the offer of settlement by the complainant is

U Diseliari’e Voucher for Rs.3S.2S.6CQ/-
C«pv of T’AM Card of •'Sapphire Papers Mill Private Limited 

. , M«m*orandum and Arucks of Association of our Company 
4) Telephone bill for the month of August. M14

release our claim through RTGS

Set 4«d on brtaH of 
MUooal !«»«*» Coa»»«t ItiiitA*

Ml» OFttUotod Miotaof

of Dixumenls as required, by vo_u_

required by you:

Libbjtct U larthh«^ns ** *tEics»'5. -. tar memo iHra «id snoctium-t..*, ■.v.<»cm«.

papcrs.com
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Mr. Jain for the complainant has reiterated the contentions and allegations as 

raised in the complaint. It is stated that the complaint cannot be resisted on the ground 

of consent letter or discharge voucher and reliance is placed on the precedents of 

Baghora Polyfab (2009) 1 SCC 267 and 2024 SCCOnline NCDRC 2005, Further, it is 

pointed out that even in the face of complete compliance by the complainant and the 

repeated requests, not only the surveyor delayed the survey report unreasonably, 

even after the receipt of the survey report, the insurance company unreasonably 

delayed the settlement and due payments which kept on increasing the financial 

distress faced by the insured. The belated offer of unjust settlement was accepted 

involuntarily and under financial distress, duress and coercion after much resistance 

and representations as even the portion of the otherwise due and eligible amount was 

valuable at the relevant time. There is complete absence of free consent. Similarly, the 

underinsurance and other deductions have been arbitrarily and wrongly applied by the 

surveyor by wrongly reading the policy terms/clauses and the coverage thereunder 

and by wrongly classifying the stock-in-process as finished goods when all stocks are 

duly and fully covered under the policy. With regard to the settlement and discharge 

voucher, the fundamental grounds of the complainant are that the discharge consent 

was under financial duress and coercion and hence being not voluntary, cannot come 

in the way of further challenging the palpably unjust, illegal and unsustainable 

assessment in the survey report arrived at after misinterpreting the policy coverage 

and by wrongly applying the under-insurance after wrongly classifying the damaged 

Stock-in-process. As against the claim of Rs.1.79 crores, the settlement offered and 

accepted under duress was only Rs.38.28 lakhs. Thus, palpably unjust settlement 

offered on the basis of a biased and apparently unjustified ‘indemnifiable assessment’ 

of loss only of nearly 25% of the claim, even after admitting the actual damage or loss 

of Rs.89.03 lakhs in stocks, Rs.46.38 lakhs in plant and machinery and Rs.1.26 lakhs 

in building, totalling to nearly 135 lacs, such indemnifiable loss for settlement was 

arrived wrongly and unreasonably only at Rs.43.43 lakhs, which was further reduced 

through addendum report to Rs.36.32 lakhs (page 64, 65 and 68 of the reply). It is 

further contended that the under-insurance is wrongly applied, by relying on an 

alleged annexure to the policy, which in the first instance is not all signed by the 

insured while making the proposal, and such annexure which otherwise is also vague 

and which is at palpable variance with the coverage which was earlier obtained under 

the previous policy which in fact displayed the true intent and purpose of obtaining the
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6.
there

On the other hand, Mr. Das, for the insurance company firstly submitted that 

is absolutely no evidence on record to establish that the acceptance of 

settlement by the complainant was with free consent. As a matter of fact, the offer 

made by the insurance company on 07.03.2014 was followed up with further two 

reminders on 27.05.2014 and 09.06.2014 after which, on 26.09.2014, the offer was 

accepted, implying completely volitional and thoughtful acceptance of settlement, 

amount and discharge by the insured. There is no element of duress, undue influence 

or any misrepresentation in OP’s actions, and equally, no element of and any 

absence of or vitiation of the complainant’s free and informed consent for discharging 

the OP. The complaint thereafter was filed as late as in June, 2015 after more than a 

year from the offer of settlement. Hence, in view such binding satisfaction, accord and 

discharge given with free consent, the complaint thereafter is not maintainable. 

Otherwise also, neither the survey report nor findings therein are established to be 

arbitrary or unfounded, nor can the report being a statutory and significant piece of 

evidence lightly be brushed aside or put to any forensic examination. It is categorically 

submitted with regard to the issue of under-insurance, that the same is absolutely 

correctly applied by the surveyor as per the coverage obtained by the insured as per 

the proposal form, read with annexure thereto, which formed part of the policy. The 

dispute with regard to such annexure to the proposal form not having been signed by 

the insurer is superfluously raised. The complete proposal form and the table of 

category-wise sum-assured and the premium charged by the OP has been placed on 

record at page 34-41 of the reply. As the said coverage was not disputed or corrected

insurance coverage thereunder, could not have been relied upon to create artificial 

difference between “Raw Material”, “stock-in-progress" and "finished goods", so as to 

bring in the issue of under-insurance which in fact is not at all applicable in the facts of 

the present case. Mr. Jain has taken us through the policy coverage of the policy 

under reference and the previous policy with United India Assurance to bring home 

the point. Mr. Jain relied on the following decisions:

M/s.lnventa Chemicals Ltd. vs. M/s. United India Insurance Co.Ltd. 2004
NO 363 (NC)
United India Insurance Co.Ltd. vs. Ajmer Singh Cotton and General Mills
(1999) 6 SCC 400
M/s. Flowtex Products vs. M/s. United India Insurance Co.Ltd. 2023 SCC 
online NCDRC 119
New India Assurance Co.Ltd. & Ors. vs. Mudit Roadways 2023 SCC 
Online SC 1532.
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3.
4.
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We have carefully and minutely gone through and considered the material on 

record and have also carefully applied our mind to the rival contentions raised by Mr. 

Vijay K. Jain and Mr. Jaladhar Das during the course of hearing. There are two issues 

for our consideration: First is whether the consent for settlement and discharge 

granted to the insurer-OP and the consent for the same are at all vitiated due to 

coercion, undue influence or misrepresentation deployed by the OP insurer. If the 

answer is yes, then it would be required of us to consider the merits of the 

assessment as made by the surveyor so as to arrive at the correct amount of

by the complainant before the incident of fire during 10 months of its currency. The 

coverage of stock-in-process has rightly been categorised under the “stocks of 

finished goods" which has sum assured of only Rs. 30 lacs as against the admitted 

value at risk of nearly 113 lacs, and therefore, the under-insurance is rightly applied. 

Keeping in view the value at risk, no fault or error can be found. Surveyor’s statutory 

report and assessment therein can not be lightly and without strong evidence of 

arbitrariness or apparent error therein be brushed aside or interfered with. Moreover, 

the complaint itself has been filed after a lapse of nearly 8 months from the 

acceptance of the settlement and nearly 15 months from the date of offer of 

settlement. Such settlement having been accepted with full consciousness and 

understanding of such action, there is no question of any duress or undue influence, 

etc. and therefore the complaint needs to be dismissed on that count. Reliance is 

placed on the following decisions:

ONGC Mangalore Petrochemicals Ltd. Vs. ANS Constructions Ltd. & Anr (2018) 3 
SCC 373
M/s Kundan Rice Mills Ltd. Vs. United India Insurance Co. Ltd. 2015 SCC Online 
NCDRC 3559 .
New India Assurance Co. Ltd. Vs. Genus Power Infrastructure Ltd. (2015) 2 SCC 424 
MJRJ Medichem Surgicals Vs. National Insurance Co. Ltd. in RP No. 1927 of 2013 
decided on 22.01.2015
Delhi Development Authority Vs. R.S. Jindal & Anr. 2007(99) DRJ 90(DB)
Madhu Sankhla Vs. State Through CBI2007 (99) DRJ 104
Garg Acrylics Ltd. Vs. United India Insurance Co. Ltd. 2014 SCC Online NCDRC 904 
KN Resources Pvt. Ltd. Vs. Divisional Manager/Regional Manager, Oriental Insurance 
Co. Ltd. & Ors. 2019 SCC Online NCDRC 37
National Insurance Co. Ltd. Vs. Blanny C. D’souze in RP No. 3221 of 2008 decided on 
02.02.2009

10. Sri Venkateswara Syndicate Vs. Oriental Insurance Co. Ltd. & Anr. (2009) 8 SCC 507
11. New India Assurance Co. Ltd. Vs. shivalik Tube Pvt. Ltd. 2019 SCC Online NCDRC 

1305
12. Mohan Lal Meena Vs. United India Insurance Co. Ltd. & Ors. in RP No. 1134 of 2020 

decided on 27.01.2021
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27.05.2014 and 09.06.2014, was not accepted by the insured. Thereafter, when the 

claim was communicated to have been “closed” on 10.07.2014, the insured sent an

intimation of acceptance of the aforesaid settlement by first writing a protest mail of 

helplessness and absence of proper consideration by the insurer of the issues raised 

by it dated 22.09.2014, and thereafter only signed and submitted the discharge 

voucher on 26.09.2014 and accepted the amount offered. In the meantime, the 

insured had also made detailed representation dated 24.07.2014 and it was 

clarified/explained therein that there is substantial unaddressed loss in the settlement 

which was offered and that there is no one who is listening positively to the insured's 

concerns. A meeting with the senior officers of the OP was also of no avail and hence 

the insured company had no option but to accept the settlement as offered. These 

documents are reproduced below and the PPT presentation that was made to the 

senior officers is also enclosed in the complaint from page 175 to 192. The relevant

Claim No-tQI30()llll339U<J(J0001<j 
l*a<c Or 29'" Ducttmtocr 3011

tarSo CP> Ltii.
utSpu-r. BidKannaucir. Duxjoclirtjg 

OVesi Bcnyal;

assessable loss and consequent indemnification by the OP-insurer. After duly 

considering the rival contentions, we firstly note that as against the maximum 

permissible time period under IRDA Regulations of seven months (six months for 

submission of survey report plus one month thereafter for settlement), the settlement 

itself was offered on 07.03.2014 after a period of nearly 27 months from the incident of 

fire which took place on 29.12.2011. No justification for such delay is made out or 

discernible either from the survey report or from the reply to the complaint filed by the 

insurer. Moreover, it is also a fact that the complainant has obtained a total insurance 

under the policy to the tune of a large sum of Rs.16.32 crores as against which, the 

loss consequent to the fire claimed in the claim form, is only Rs.1.79 crores, and the 

claim, through settlement, is accepted to be bona fide. As against the claim of such 

loss, the settlement offered by the insurance company is only to the tune of Rs.38.28 

lakhs. The settlement which was offered on 07.03.2014, even after two reminders on

SacppKlrc Papen, )

- rc-Fcr- our- Regional orilce letter noC KO-LTech/FirvCIaini/IO 11 /ST. di.
followcdb.v our- letter. d«. »ad O9/tW/2OI4, but CUI date there is no response from

,’",v “ntl *>—u

Under this ubov-e clreumsianee. the only option twfc Far us to vto.tc the claim at out* r-ncf. 

 ’Therrlorc svc urr vers- sorry to Inform yuu th.*< »vc are creating the claim closed and 
no further communications will be cnlerluined in this respect.
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The signing of the discharge voucher is an admitted position. There are 
allegations in para 23 to 25 of the complaint of coercive bargain, circumstantial 
compulsion, exercise of fraudulent and undue influence due to abnormal delay in 
settlement of the claim, unresponsiveness of the officers of the insurance company 
and running out of the time with regard to loans and advances from the financial 
institutions and consequent absence of any choice or free consent left with the 
complainant with regard to acceptance of the amount which came its way through 
offer of settlement. In view of the fact that there is undisputable delay of nearly 20 
months qua the period available under the IRDA Protection of Policy Holders’ 
Regulations, even in the offer of settlement itself, we are of the considered view that 
such delay itself is a factor and evidence which is materially relevant for deciding the 
issue of free-consent in discharge. Even after the addendum survey report was 
obtained as early as on 25.10.2012, for reasons which are wholly inexplicable, even 
the amount assessed by the surveyor was neither offered for settlement, nor the claim 
was repudiated till March-2014, and when offered, the insurer insisted for discharge 
before paying the claim amount as assessed. The insurer even issued, as a 
pre-condition for receiving even the assessed amount, two reminders for signing and

From: 
To 
Date: 
Subject

Sapphire Papers* <info©>sapphirepapers.com> 
<Nllesh.Das@nic.co.ln>

Mon, 22 Sep 20X4 17:16
Acceptance Letter for our pending claim

SrTfn y juStuOn account of certain technicalities, you did not reply to us in writing yet 
amSnt In’the ?Led any ^sibility of enhancement of consideration
amount in the requested review of the case.

In this situation we understand that there is none to hear our point of view hence v/e accent 
the amount calculated by you as full and final settlement. P

r®l®ase cur Payment Immediately and oblige. We would be obliged If you could 
transfer the amount by RTGS before Pujas. Hope you will cooperate us and oblige.

Thanks and regards
For Sapphire Papers Mill Pvt. Ltd.
Sanjay Golecha, Director

Dear Sir,

This has reference to our letter dated 22/7/2014 which you received on 30/7/2014

diSCUSSl0" re9ardln9 the matter two occasions only Tn “you.

sapphirepapers.com
mailto:Nllesh.Das@nic.co.ln
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submitting the discharge voucher and thereafter, by letter dated 10.07.2014, rather 

than paying the amount, “closed the claim” which action itself can and should be 

considered nothing less than threat, duress and coercion vitiating the free consent in 

any subsequent acceptance of offer or settlement. The amount was accepted only 

after a letter/mail dated 22.09.2014 informing the insurer that despite the intervening 

persuasion and representations to highlight the inadequacy, erroneousness and 

unjustness of the offered sum and of dominant one-sidedness of the assessment 

made by the surveyor, and that “there is none to hear our point of view, hence we 

accept the amount calculated by you as full and final settlement”, and only thereafter 

the requisite discharge was issued. The same was also thereafter followed up by 

email dated 17.04.2015 emphasizing that the amount was accepted under protest. 

These cumulative circumstances leave no doubt in our mind that the insurer has not 

only unduly delayed the settlement which has contributed to the financial distress of 

the insured, the insurer has also used the withholding of even the assessed amount 

as a tool to force or coerce the insured into granting the discharge as a pre-condition 

for disbursing even the assessed amount. We find no element of any free consent in 

the eventual acceptance of the amount by the insured and in the grant of discharge. 

As a matter of fact, notwithstanding the various representations and meetings, there is 

not even a single communication on record, excepting the survey report itself, to 

indicate any positive and bonafide consideration of the insured’s counter-stand with 

regard to the amounts of assessment of damage/loss of stocks, plants and machinery 

and building. Thus, the acceptance of the amount and the discharge granted by the 

insured has neither any pre-discharge meaningful negotiations or discussions nor is 

there any “accord" or “satisfaction” on the part of the insured. The tendency of the 

insurers to make use of the opportunity or need for making the positive settlement by 

partly paying the claim amount, howsoever far below the claim amount, on the basis 

of the survey report or otherwise, has been deprecated and disapproved even by the 

Regulator IRDAI in their circulars dated 24.09.2015 and 07.06.2016. Moreover, the 

fact whether the discharge granted by the insured or the contracting party is 

representative of the free-consent and satisfaction duly arrived at after requisite 

negotiations or “satisfaction" of the parties, is always a question of fact and the 

discharge itself can never be the evidence of such accord and satisfaction, is so held 

in Ajmer Singh Cotton. The issue has also been considered in the case of National
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paras are instructive in this behalf:
"24. What is however clear is when a respondent contends that the dispute is not arbitrable 
on account Of discharge of the contract under a settlement agreement or discharge voucher 
or no-claim certificate, and the claimant contends that it was obtained by fraud, coercion or 
undue influence, the issue will have to be decided either by the Chief Justice/his designate 
in the proceedings under Section 11 of the Act or by the Arbitral Tribunal as directed by the 
order under Section 11 of the Act. A claim for arbitration cannot be rejected merely or solely 
on the ground that a settlement agreement or discharge voucher had been executed by the 
claimant, if its validity is disputed by the claimant.

51. The Chief Justice/his designate exercising jurisdiction under Section 11 of the Act will 
consider whether there was really accord and satisfaction or discharge of contract by 
performance. If the answer is iu the affirmative, he will refuse to refer the dispute to 
arbitration. On the other hand, if the Chief Justice/his designate comes to the conclusion that 
the full and final settlement receipt Or discharge voucher was the result of any 
fraud/coercion/undue influence, he will have to hold that there was no discharge of the 
contract and consequently, refer the dispute to arbitration. Alternatively, where the Chief 
Justice/his designate is satisfied prima facie that the discharge voucher was not issued 
voluntarily and the claimant was under some compulsion or coercion, and that the matter 
deserved detailed consideration, he may instead of deciding the issue himself, refer the 
matter to the Arbitral Tribunal with a specific direction that the said question should be 
decided in the first instance.

52. Some illustrations (not exhaustive) as to when claims are arbitrable and when they are 
not, when discharge of contract by accord and satisfaction are disputed, to round up the 
discussion on this subject are:

50. Let us consider what a civil court would have done in a case where the defendant puts 
forth the defence of accord and satisfaction on the basis of a full and final discharge voucher 
issued by the plaintiff, and the plaintiff alleges that it was obtained by fraud/coercion/undue 
influence and therefore not valid. It would consider the evidence as to whether there was 
any fraud, coercion or undue influence. If it found that there was none, it will accept the 
voucher as being in discharge of the contract and reject the claim without examining the 
claim on merits. On the other hand, if it found that the discharge voucher had been obtained 
by fraud/uudue influence/coercion, it Will ignore the same, examine Whether the plaintiff had 
made out the claim on merits and decide the matter accordingly. The position will be the 
same even when there is a provision for arbitration.

(i) A claim is referred to a conciliation or a pre-litigation Lok Adalat. The parties 
negotiate and arrive at a settlement. The terms of settlement are drawn up and signed 
by both the parties and attested by the conciliator or the members of the Lok Adalat. 
After settlement by way of accord and satisfaction, there can be no reference to 
arbitration.

(ii) A claimant makes several claims. The admitted or undisputed claims are paid. 
Thereafter negotiations are held for settlement of the disputed claims resulting in an 
agreement in writing settling all the pending claims and disputes. On such settlement, 
the amount agreed is paid and the contractor also issues a discharge voucher/no-claim 
certificate/full and final receipt. After the contract is discharged by such accord and 
satisfaction, neither the contract nor any dispute survives for consideration. There 
cannot be any reference of any dispute to arbitration thereafter.

(Hi) A contractor executes the work and claims payment of say rupees ten lakhs as due 
in terms of the contract. The employer admits the claim only for rupees six lakhs and 
informs the contractor either in writing or orally that unless the contractor gives a 
discharge voucher in the prescribed format acknowledging receipt of rupees six lakhs



9.

10.

Page 18 of 27

In our considered opinion, the case of the complainant is squarely covered by 

the instances (iii) and (iv) as narrated in para 52. We therefore hold that the discharge 

voucher obtained by the insurer was not the outcome of the free will of the insured 

and was indeed obtained by cornering the insured into such discharge by exercising 

undue pressure and coercion and by unnecessarily withholding the assessed amount 

till the discharge was granted. Otherwise also, the wholly uncalled for and unexplained 

evident delay in the settlement of the claim when it was offered, in itself, is not only a 

deficiency in service but is also a major contributory factor for financial distress for the 

insured and unduly influencing its decision to sign the discharge voucher. We, 

therefore, proceed to examine the merit of the complaint.

The merit has mainly two components. Firstly, the coverage under the policy, 

i.e. to what extent the stocks of different nature are covered under the policy. The 

answer to this question would decide whether at all, and if yes, to what extent, the 

underinsurance for assessment of loss of stock is applicable. Second, the overall 

correctness of the assessment under the survey report. The rival perspectives have 

been aptly captured in the PPT presentation of the complainant which, and the two 

documents mainly determinative of the issue of under insurance are as under:

(v) A claimant makes a claim for a huge sum, by way of damages. The respondent 
disputes the claim. The claimant who is keen to have a settlement and avoid litigation, 
voluntarily reduces the claim and requests for settlement. The respondent agrees and 
settles the claim and obtains a full and final discharge voucher. Here even if the 
claimant might have agreed for settlement due to financial compulsions and 
commercial pressure or economic duress, the decision was his free choice. There was 
no threat, coercion or compulsion by the respondent. Therefore, the accord and 
satisfaction is binding and valid and there cannot be any subsequent claim or reference 
to arbitration."

(iv) An insured makes a claim for loss suffered. The claim is neither admitted nor 
rejected. But the insured is informed during discussions that unless the claimant gives 
a full and final voucher for a specified amount (far lesser than the amount claimed by 
the insured), the entire claim will be rejected. Being in financial difficulties, the claimant 
agrees to the demand and issues an undated discharge voucher in full and final 
settlement. Only a few days thereafter, the admitted amount mentioned in the voucher 
is paid. The accord and satisfaction in such a case is not voluntary but under duress, 
compulsion and coercion. The coercion is subtle, but very much real. The "accord" is 
not by free consent. The arbitration agreement can thus be invoked to refer the 
disputes to arbitration.

in full and final satisfaction of the contract, payment of the admitted amount will not be 
released. The contractor who is hard-pressed for funds and keen to get the admitted 
amount released, signs on the dotted line either in a printed form or otherwise, stating 
that the amount is received in full and final settlement. In such a case, the discharge is 
under economic duress on account of coercion employed by the employer. Obviously, 
the discharge voucher cannot be considered to be voluntary or as having resulted in 
discharge of the contract by accord and satisfaction. It will not be a bar to arbitration.



CONSIDERATION OF FINISHED GOODS & WIP AS UNDERINSURED

Our stock Is insured for Rs. 182 lacs.

CONSIDERATION OF FINISHED GOODS & WIP AS UNDERINSURED

I
CONSIDERATION OF FINISHED GOODS & WIP AS UNDERINSURED.

will overide the

Annexure - 1 which is alleged to be submitted by the Insured

Policy Annexure-1
ANNEXURE -1

ATTACHED TO AND FORMING PART OF POLICY NO.101800/11/10/3300000679

Escl. Escalation

Sum Insured (In Rs) (z) Premium (Rs.)

0Buitdlng(s) only

2,35,00,000 0 0.00

12,15,00,00 ' 0

0.00oOther Stocks

1,82,00,000' Stock & Stocking Process as per Annoxure — 1

16,32,00JJOO/-Total Policy Sum Insured (In Rs.) :
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The Sum (s) Insured is/are as under:

Prop-No. Occ. No. Description of Property

Building

Plant/ Machinery And Accessories

Annexure - 1 submitted by the 
Insured is considered as Prime 
basis.

Nomenclature of the two Annexures cannot be 
the same in the same policy note.

Annexure — 1 submitted by the Insured 
is considered e»s Prime basis.

There are two Annexure — 1.
One Part of The policy and another as 
submitted by Insured

Annexure — 1 submited by Insured was 
not enclosed along.with the Policy Note. 
"Neither the proposal form was attached.

It is a clear proof that this document 
has been purported to be Annexure — X 
and has been handwritten as Annexure

It covers both Stock and Stock in 
Progress as per the Policy Note 
mentioned In Annexure — X which forms 
part of Policy Note as written in the 
Policy Note.

Annexure — X submitted by Insured is 
part hand written and part typed 
document.

So,
Annexure - 1 of Policy Noto

Our Stock Is insured for 
XS2 Lakhs - 
30 Lakhs 
182 Lakhs ’

Raw material:
Finished Goods:
Total

It cover Stock &. Stock in Progress as per 
"Annexure — X submitted by the 
Insured” mentioned in Policy Note

Annexure — 1 submitted by the insured 
-is reproduced in Policy Note. Hence, 
Annexure — X submitted insured has no 

' further relevance.
The NICL Is not able to present any 
signed Annexure — X submitted by the 
Insured.



Proposal form with Annexure-1 to the proposal form (pg 36 of the reply):
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Annexure to Proposal Form (reply page 36):
M/S SAPPHIRE PAPERS MILL PRIVATE LIMITED

Sum Insured

13000000

3000000

15000000

It is the case of the surveyor and the insurer that the coverage as per the10.1
proposal form and annexure thereto as per page no. 34 to 40 of the written version,
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Dc'uxinucn 
mi ir^-t Prc^cHy 

Uj be 
in->u4Cdl

AOE 
t YRSJ

HIr & f imui 
ether 
e«|uipaicnt*

OiEHsicQ iq tesurc additicfli 
ti2er3tJqri exBgjian______
E^irthi^jikc

bipuEL danttje due 4o Insured k
Cffl'ti fdiicfe._____________
SpontJinKus ConiniMiOT *

200000
163200000

2500000, 
1000000 
200000

200000 
140000Q 
1200000 

117500000? 
3000000 
5000000

__________
Description

VriHHini iirRs. 
M At A

I 
1djZi.

/‘JO. •"

>^1/4

2c;__

Buitding excluding p&p of the Main Factory including Boiler section 

guilding Excluding P&F of the DG set. Meter Room and Transformer 
Building excluding P&F of the Pulper Shed-------------------------------------- ----
Boundary Wall r--------------------------------------------------

Accessories including electricals in the main factory-------
Bofef Plant And ChimneyfRice Husk and Coal fired Boiler! 1 
Effluent Treatment Plant ----------------
DG Set/Transformer/Meter Room Machmeries&Equipments--------------

P&M& Accessories of the Pulper Shed 
Stock of coal in open -------------------------
Stock - Stock of General stores and chemicals of all end description 
m premises owned or held in trust or on commission, or a joint 
account with others for which they are responsible A stock of raw
■materials and finished goods, 
Raw Material - Waste Paper/Rice Husk/AKD/Caustic soda etc with 
spontaneous combustion
Building - on building of labour quarters located inside paper mill-----
premisses (excluding Plinth & Foundation)
Total ---------------- - ------

j_______________
COKSTIt- txrrios

22 HtnliiEnj? viisc irM-iirtfar Ihc ItouaciMi buaEcii&cs. aJmi ijj ihix Mxt ubcI ^lues such
Qucldjit jc*
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Ks, 
- Rs. 
= Rx, 
n

was asked for, and was accordingly provided, and is covering the stock under three 

heads with sum assured as : (i) stock of coal in open for Rs.2 lakhs, (ii) stock of 

raw-material - waste paper/rice husk/AKD/caustic soda, etc. with spontaneous 

combustion Rs. 150 lakhs, (iii) “stock”- of General stores Chemicals and stock of 

raw-material and finished goods Rs.30 lakhs. Based on this, the surveyor has firstly 

reasoned that because as per the annexure-1 enclosed with the proposal form, the 

raw-material is separately covered for Rs. 150 lacs, therefore finished goods and 

stock-in-process both are together covered only for Rs. 30 lacs, the total stock of 

which together found was Rs. 175 lacs and hence under-insurance would apply. The 

discussion and computation may be referred to:

S 11 The insured submitted the value of Muck in crude on ihc dare ofloss (28.12.201 II - vids Encl. No.
S-7U.0 • cenisied b\ rheir Auditor. As per thni 
1 hr \alue uf i>l-Tini'.hed Goods 
UIP 
I’.iikrnu Matenul 
Swti’s A. spare'- 
r«?j| suluu of slock other than Raw Mutertul

I he (.tncreJ saiuc of stuck of General Shares it Chemicals. Raw Marcriah- and Finished Goods is 
Rs..U«.iM),000.<KI as pt-rpulkj MthcJule as per Anncxure 1 - vide Encl. No 3.4. It is observed that 
Raw tnureriuls are covered under a different heading, we have considered this raw material as 
semi- finished goods which is also damaged in the above event. Since the value of stock in 
trade at Rs. 1,74.81.883.01) as alwe is more than the covered value at Rs. 30,00,000.00, 
undt-ririsuraiicc will be applicable to that extent of undercover wbile adjusting the above less.

“R>. I.I3.H7.47I.OO
56J4.034.00

1,02.076-00
3.78.302.00

Rs. 1.74,81,883.00

10.2 The insured had explained the error/unjustness in such view-point to urge that 

the total stock of the unit was intended to be covered jointly for Rs. 1.82 crores 

inclusive of raw-materials, stock-in-process and finished goods, which was so 

obtained also in the previous policy and has been so explained in the PPT 

presentation. Second, Annexure-1 to the policy also mentions such intent when it has 

recorded the total stock coverage of 1.82 crores as “stocks and stock-in-process Rs. 

1,82,00,000”, which stand is also supported by the comparison with the previously 

obtained coverage:



30,00,000 30,00.000

1,50,00.000 1.50,00.000

It is further submitted that the alleged annexure allegedly forming part of the proposal

form is not signed by the insured and hence cannot be relied upon, and even if relied

upon, the artificial distinction between the raw-material and finished goods, when

“raw-material” is admittedly covered under both the alleged categories covered for Rs.

150 lacs and Rs. 30 lacs, is artificial and stretched.

Having carefully considered the rival contentions and stand, we are of the11.

considered opinion firstly that the annexure-1 as filed by the insurance company as

part of the proposal form cannot be and need not be disbelieved or doubted. This is

for two reasons. First, the proposal form submitted by the insured itself at page 34 to

40 of the reply clearly mentions on page 39 that while spontaneous combustion cover

has been requested and obtained on the “stock of coal and raw-materiaf’ of Rs. 152

lakhs, it also mentions that as per the details attached, the total coverage of Rs.16.32

crores is asked for to be provided. Similarly, on page 37 qua building also, the details

are mentioned to be “as per details attached’'. Having seen the annexure-1, inter alia

detailing the coverage of stock for 150 lacs, 30 lacs and 2 lacs in light of the

handwritten note about such annexure provided in the proposal form itself, the typed

annexure has to be accepted as forming part of the policy. Otherwise also, the figure

of Rs. 152 lakhs coverage of stock of coal and raw-material for spontaneous

combustion and overall coverage of Rs. 16.32 crores as mentioned in the proposal

form is completely matching with the typed annexure at page 36 and hence there

does not appear any doubt to us in this behalf.

However, at the same time, we agree with the complainant that the stretched12.
meaning put on this annexure by the surveyor for applying the under-insurance, in

preference to Annexure-1 in the policy itself specifying coverage of “stocks and

stock-in-process Rs. 1,82,00,000”, is still far-fetched, imaginary, made out and
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arbitrary. The surveyor has applied the under-insurance on the ground that as per

printed annexure 1 to annexure 1 to the policy, the cover for "finished goods”, which,

as per the surveyor, also includes Stock-in-Process, is only Rs. 30 lacs as against the

value at risk found and claimed at Rs. 175 lacs of stocks, and therefore,

underinsurance has rightly been applied. However, we are of the considered opinion

that the surveyor’s view, thought apparently not wholly unfounded, but is still an

artificially stretched, unreasonable and superficial reading of the Annexure without

properly appreciating the policy as a whole. The detailed study of the proposal form

and page 41 including the request of the complainant for “cover for spontaneous

combustion” for stock of Rs. 1.52 crores and the chart of premium calculation provided

by the insurer at page 41 throw substantial light on the issue:
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12.1. It can immediately be noted that the stock of “raw-material etc" of Rs. 150 lakhs

and coal of Rs.2 lakhs is mentioned separately, not to differentiate them as a class of

stocks, but because the same is additionally covered also for spontaneous

combustion with higher premium of 0.75% of sum assured as against the “stock” of

Rs.30 lakhs which is not additionally covered for spontaneous combustion and

therefore, has been charged a lesser premium of 0.55%. Barring this difference of

higher premium charged by the insurer and paid by the insured, there is no doubt that
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the “stocks” together, raw-material, semi-processed and finished goods all, have 

neither any identifiable difference in their nature, nor in the risk, nor in rate of premium, 

and are intended as per the previous policy coverage and as per the “Annexure-1 to 

the Policy” to be covered for Rs. 182 lacs. Apart from this, the surveyor as also the 

insurer have not disputed and have rather accepted that the “stock in process” is very 

much covered under the policy notwithstanding that such coverage for 

stock-in-process is not so categorically mentioned by the complainant in annexure-1 

on page 36 of the reply. Thus, the necessity of a purposive, meaningful and bona fide 

reading of the policy coverage of stocks is accepted and partially implemented by both 

the surveyor and the insurer in making the offer of the assessed amount including that 

for stock-in-process. On such purposive reading, we agree with the complainant that 

the stretched meaning put on this annexure by the surveyor for concluding first that 

the stock-in-process is to be part of “finished goods coverage” of Rs. 30 lacs and then 

applying the under-insurance, in preference to reading Annexure-1 in the policy itself 

specifying coverage of “stocks and stock-in-process Rs. 1,82,00,000”, is far-fetched, 

imaginary, made out and arbitrary. A minute reading of coverage for the stock reveals 

that the coverage of 150 lakhs is for waste paper, etc. and the coverage of Rs.30 

lakhs of “stock” also includes the stock of raw-material and finished goods. So, literal 

reading implies the coverage of “raw material” doubly under both the categories, 

implying that those categories are meant for spontaneous combustion and not not for 

or coverage of stock for ordinary fire risk. We therefore fail to understand as to how 

when admittedly the raw-material and finished goods both are covered for a total 

coverage of Rs.180 lakhs and out of which stocks of raw-material to the extent of 

Rs. 150 lakhs is additionally also covered for spontaneous combustion by paying extra 

premium, the distinction between firstly the raw-material and finished goods for 

ordinary risk (as opposed to spontaneous combustion risk) coverage, and secondly 

the distinction between stock of raw-material, stock in process and finished goods, for 

such ordinary risk coverage, could artificially be created by the insurer and the 

Surveyor, particularly when there is no difference in nature of risk or premium charged 

or chargeable between the three. When the starting point of raw-material and the end 

point of finished goods both are, in our opinion, equally covered, it is only a creative 

and biased thinking which can lead to a conclusion that stock in process is covered 

only under the heading “stock" and not under the heading “raw-material, etc", when 

there is no distinction or difference in the nature of the risk or the composition of the
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three stages of goods or the premium charged for coverage of raw-material or of 

finished goods. As such, in our considered opinion, all stages of stocks are covered 

equally and jointly upto Rs. 180 lacs for ordinary risk of fire, with additional cover of 

the loss due to spontaneous combustion only to the extent of Rs. 150 lacs. The 

distinction therefore attempted by the surveyor, in our opinion, might have been 

relevant had the claim occurred on account of the peril of spontaneous combustion, 

which is admittedly not the case. We therefore find no plausible and logical reason on 

strictly reading the policy and the printed annexure to the proposal form for the 

conclusion of the surveyor that the stock-in-process and the finished goods are 

covered under the policy only to the extent of Rs. 30 lacs. As a matter of fact, the 

complainant is also right that it is categorically mentioned in the policy itself that the 

coverage is for “paper mills covering building, plant and machinery, raw-material, 

semi-finished and finished goods as per annexure-1 submitted by the insured”. The 

artificial and stretched distinction attempted to be drawn by the Surveyor between the 

raw-material, finished products on the one hand and Stock-in-process on the other 

hand for classifying the stock-in-process as “stocks” but not as “raw-materail etc” is 

erroneous and not acceptable. The real intent of the parties and the overall coverage 

as mentioned in the policy of “paper mills covering building, plant and machinery, 

raw-material, semi-finished and finished goods as per annexure-1 submitted by the 

insured" as also the absence of any difference in the premium charged on both the 

categories of stock for ordinary risk coverage are also conveniently and wrongly 

ignored. The real intent in classification of stock in the proposal form was to have 

additional coverage of spontaneous combustion for only raw-material to the extent of 

Rs. 150 lacs, and not to classify the basic cover, has also been overlooked or 

twistedly read by the surveyor. Therefore, in our considered opinion and as per 

strictest possible reading of the policy as it stands, while considering the value at risk 

qua loss to stocks for any peril excepting the peril of fire due to spontaneous 

combustion, the coverage under the policy has to be read as stocks of all kinds for Rs. 

180 lacs and for coal it is 2 lacs, and additionally, the stocks of raw-material are also 

covered upto Rs. 150 lacs for the peril of spontaneous combustion. As can be seen 

from para 8.11 of the survey report, the value at risk as far as the stocks of raw 

material, stock-in-process and the finished goods and stores and spares etc totals up 

only to 1.75 crores, which being less than the coverage of 1.8 crores for stocks, there 

can be no question of any under insurance. The addendum survey report, which more
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Head
Assessed loss
Debris Removal 1%
Fire Brigade 
Advert. Charges 
Less Policy excess

Amount Rs.
99,35,093
99,351
83,429 
3,734 
10,000

strictly applied the under-insurance, would also be inconsequential. The complainant 

is right in this behalf that the under-insurance is wrongly applied.

13. Turning to the other aspects of computation of eligible amount for 

indemnification, we have carefully gone through the survey report, which must form 

the foundation of indemnification of loss as assessed subject of course to the merit of 

objection raised by the complainant. The table of difference as given by the insured 

(supra) has been perused by us in light of the observations and basis of assessment 

as discussed by the surveyor in para 8 and 9 in light of the contra-evidence placed on 

record by the insured. As such we find the values arrived and considered by the 

surveyor to be on sound footing, based on relevant material and is well-reasoned, 

excepting the step of under-insurance. The basis of the surveyor with regard to 

averaging of storage of finished goods in two godowns, one affected and one 

unaffected, which was adopted because the godown-wise record of the stocks stored 

therein was not made available and the record as produced indicated only the total, 

and not the godown-wise, stocks of finished good. No fault therefore can be found in 

logically concluding that each godown contained half the finished goods. Similarly, 

surveyor’s action of adopting 5% deduction for slow moving items, or for applying 

depreciation of 50% or of applying salvage value etc are the steps of application of his 

expertise, experience towards his statutory duty, and unless such exercise is 

established or shown to be wholly arbitrary or wholly unreasoned, the same cannot 

and should not be interfered with. There is no plausible or cogent material also 

brought on record by the complainant to contend and positively bring out the higher 

values of the lost items compared to what is assessed by the surveyor.

14. In the circumstances, excepting the adjustment in the value of the 

indemnification with regard to underinsurance of stocks, no other adjustment to 

Surveyor’s assessment is considered necessary. The complainant’s eligible 

indemnification is tabulated as under on the basis of para 9 of the survey report after 

ignoring the step of under-insurance:
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( A.P. SAHI, J.) 
PRESIDENT

i
I

I

Net amount
Less Paid 24.09.2014
Balance payable

1,01,11,607
38,28,609
62,82,998

(BHARAT KUMAR PANDY A) MEMBER

15. We therefore, finding deficiency on the part of the insurer in accepting the 

assessment in the survey report without due application of mind and without 

examining the validity or otherwise of the application of under-insurance as adopted 

by the surveyor in light of the policy coverage. We also find consequent deficiency in 

paying the claim at an amount far lower than what was due as per the policy coverage 

and policy. We therefore, partly allowing the complaint, direct that further amount of 

Rs. 62,82,998/- along with simple interest at 6% for the period 02.08.2012 (one 

month from the survey report) till the date of payment shall be paid by the 

OP-insurance company. The rate of interest shall stand enhance to 8% on the amount 

remaining unpaid on 15.01.2027 for the period after that date. The complainant shall 

also be eligible for costs of Rs.1 lac.

16. Complaint is partly allowed.


