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INSURANCE REGULATORY AND 
DEVELOPMENT AUTHO~I~-:\~ 

. : •: -'--.~-, ::),_ .;·.' ~;, 
!~~ PA/LEGAL/ORD!() l /06-07 

DIRECTIONS UNDER SECTION 64 UM (4) OF THE 1NSURANCE ACT, 1938 IN 
THE MA TIER OF MIS J.P. EXPORTS, RENICUNTA REGARDING 
INSURANCE CLAIM UNDER POLICY NUM.BERS 11/6324, 11/30565, 11/30570, 
11/6326, 11/6511 · ISSUED .-BY THE -NEW- lNDIA. ASSURANCE COMPANY LIMITED, TIRUPATHI. , . . 

Ti1e case pertains to the alleged loss and dam~ge caused to the stocks c-f M/s.J .P.Exports, 
Srikalahusthi Ron:1, Renigunta, Chittoor-District, · AY. (herein after referred to as the 
insured) which is a proprietary concern. of Mr.A.J Peters engaged in the business of 
procuring, processing, storing & exporting of Red Sanders Wood. 

The insurt:d had taken out various pol icies from Mis. New India Assurance Co. Ltd. 
(he rein after rcfo1TcQ. to as the insurer) bearing No's. ; 1/6324, 11 /30565, 11 /30570, 

' . l l /6326, l 1/65 l 1 for a total amoullt of Rs.'44.50 crores cev ~ring the risks against fire . 
..• ~ 

l.t is stated that the insured had suffered loss of stock due to fire that occurred o~ 
2:J.06. l 996. The claim of the insured for Rs.35.67 crores was repudiated by the insurer 
irivc,k:ng th<:·terms & conditions of the insurance policy a11d al.so based .on the findings of 
th~ innstigation and survey reports. 

/\ggrievcd by· lht: ·rc:pu di ation of 1.1is claim by the ins~re r, the insured had approached this 
Authori ty which had appointed Mr.Moinudcin Mohar~m3d & Mr.Madhusudan us Joint 
S,::-veyors to curry out the· survey aJ1d loss asses~ r'.\en:. The join t surveyors have 

-~ 3ubn1it1cd :,eparnte reports and the autll (1 rity after duly cx.un in ing the same had directed 
the insurer to settle the claim for an amount of·Rs .2,2 1,34,8 9 vide its detailed ordr~r 
L~;1tcd 02.06.2003 for the reasons st.itcd thcrein .. 

The insun-.r 1ikd an Appeal before the Appetlutc Authority against the aforesaid order or 
' . 

i\i -: Authority Jal<.'.<l 02.06.2003 . Vide its order dated 05.03.200~, the Appellate Authority 
haj directed this authcirity to appoint · a . fresh surveyor for a report on the claim and 
rtconsider the matter on the bas i:i of such rep~i The Appcll~te Authori ty has observed 

(_S, ~~ 
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l/1Jt this authority has powers to interfere even in cases _where the claims have been J; 
rCj)'. .ldiated by the tr.s tmincc companies and ~hat in the ins t,:n t-_: case the report of 
/\I r Madhusudan, one of the surveyors appointed by the duthority could not be relied 
upon a.s he ,vas suited to· be n consultant to the insured nricr to his appoin tment as joint 
survsyor along wi th M1<Moinuddin Mohan1i11ad. A cc:01 dingly, it had directed thi s 
:n: :Lori1y 10 appoint a fre~;IJ · surveyor for u n.:port cin th1; eL· im mack by the insured a11d r:::considcr the 111at1er. 

No twithstanding the.fact that this authority;while passing its order dated 02.06.2003 did 
11 0 1 consider the report of Mr.Madhusudnn and relied ori the report of Mr.Moi nudd in 
Moh,unmad alone for the reasons stated therein, this a· 1tho rity in compliance· with the 
directi ons of the Appellate Authority dnt_ed 30.09.2005 h1d appointed Mr.N.V.P.Sharma 
& Mr. l(Srivatsan as J?int surveyors 1·0 make _rn assessment on the claim of the insured vicl c its lcn:er dated 30. I l .2005. 

The joint Sl!rveyors have since submitted their report ::'ated 09. I 0.2006 which was 
n:.ceived by this Authority on 26.10.1006. In their report, the net loss was estimated at 
l~s. 7,95,50,300/- by the joint surveyors. The Surve_y report of Shri .Sharma & 

• •-.. I 1 • ' • t • , ~ 

Sliri,Srivnts~m had assessed the maximum probable quantity of stocks damnged at 292.56 
. ' ' ••·.· . 

1r:1~~c; t◊ns and th~ loss is asses;ed at Rs .7,95,50,300/- ba·, i..:cl on the quotations obtained from the market. 

, . .... ,, ' 

The bas is of valuation of stock is as per'ti1e offe/ made by Mr.K.Jayaraman of Mis. Vani 
Agencies, Chennai who offered to purchase the stocks @ Rs.2. 70 lakhs per metric ton . ' 
Or, such basis. the s·urveyors assessed the'';-r;~ket v5'!ue 1ofi;is1i'r~d stocks at Rs.2.70 !akhs • 

;, . 11 - I • . , . I I p,~r metric ton for dressed red sandeis"'anlat Rsj Jakhs for fiuisbed goods, 

I have c;::i rcfully examined the joint '.,urveyireport of Shri . .SJ 1;1n'na & Srivntsan nnd that of . 
' ~,1 r.J',1oinuddin Mohammad, . Sur.veyor &. Lc~s· Assessor, ·. Upoi1 perusal -of. both the 

,epons, I knd to agree with 't he me thodology of· vuluation of stl)cks c1dopted by 
Mr.!Y:oinuddi n Mohammad, which is more mlthentic , scient ific, logic:nl and on sound 

' 2 CS t---f.k.-o 
'.;;·( ,Tri 1-f<FJ, 711TH) ;ffi , ~ITT~. ~ - SOJ 004, '-H'F! 
,(; ·_y,1~1-: o- 66!,209t;-1 , Gti78S768, ~cffl : 91·040·66B?'.1'.11e . Par'~tirarn Bhai'an, 3rd Floor, Bashe~r Bagh; Hy'.io1aoad. 500 004 . INDIA p ,.., . r-i ◄ "' ""' ,,.,,.,.._ __ - -



I 

I , 
I 
I 

It .-'' 

., ., / 

"in:n f ~ N tt I q cfi 3ffi f~ q-;, f1 mft · ---·-------------INSUHANCE REGULATORY AND 
DEVl:LOPMENT AUTHORITY 

: . l~; r;;!-:,... 
cc 1nmen.:iai prindµ1 es based on the findings of the: Commissioner of lncomie T~x 

(Appeals) ~nd it is considered more approprinte under the foc.:ts and circumstances. 
' , { , ,~· 

Vide order dated 15.05.2001, the Commissioner of Income Tax (Appeals), Vijayawada at 
Para 12 had recorded as under: 

"Therefore, the value of closing stock as O!J 31.03.1996 (for !fie aL·cumulated stock of an 
the three years)put together can be. .adop(e.d~w rhe' value us p1'.ojected by the appellont at 
R.,·.3,33,30,0~0I- 'ir,clusive of all ·the · expenses incurr,:d by way of commission, 

1ranspor/ation, labour charges and other incidental ,,ncl miscellaneous expense~·" 
(1111derli!;i11g supplied) 

I do not find any material to disagree with tl1e atoresaid findi1igs of the Commisstoner of . . . 

Income Tax (Appca'ts) 1.vhich has pa:;sed ~ detailed order on the valuation of closing stock 
.. ,.... . 

as above based on the submi~sions of the in~~~tred and whidi has been taken into account 
by the surveyor Shri.Moinuddin !vfohammad. On. the other hand,' val uation of joint 
surveyors ShrLSharma & Srivat~an is1•based on an ar,pareut offer made by one 
Mr.K.Jayaraman of M/s:Vani ·Agencies, Cher ,iai . There .d() not appe,:r to be any other 

offers / quotations considered by ~:hri.Sharma '& Sriv:1t•.:i:1n for pro.per valuation of the . . . 

dosing stock.' It is not prudent to _an-ive at ·the valuation of:he stock only on the basis of a 
' 
~- ::ing:e ostensible offer made by Mf.K.Jayaraman without anything more. The said 

.. . . 

valuation is not based on any cogent reasons. This is not a sdentific mode of valuation of 
t11e stocks. In .contrast, the valuation of stpck$ made by Mr.Moinuc.ldin Mohammad is , .' /: ! r· • 1 I ', " I,: , , , • '; , ' , . I • • ',, •' ~ • • '. ,, _, -~ ' ,' I '• I ·• ~ . 

t1 based on ~e detailed order of the Commissioner of Income Tax (Appeals). The said 
order including the method and mannef; :of valuation of.the. stock at Rs.3,33',30,000/- is ,I . • .. .,. . . , • 

more plausible and arrived at on sound valuation and accounting principl_es. The said 

order is annexed to the •survey report of Shri,Moinuddin Mohammad. 1 agree with the 
fi ndings on the quantum of loss of stocks and the meti10d & manner of valuing these 
stock as above by the surveyor Mr.Moinuddin Mohammad and for the sake of brievity do . ' . ~,. 

not reproduce the same which is annexed: t0 ,the -survey report as aforesaid. 

I . CS~.-<:> 
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frcm the above examination, !iaving regard tc the above _germane points ~nd for the 

2J0rcsaid reasons the Authority notes that the surveyors Shri .Shanna. & . Srivatsan 

appointed to carry out a re-survey and re-assessment have Mt provided any fresh grou 11ds 
___ __ _:____ - ··--· · ··- -·· - - ··- ""1 

fc1 !· rc,;onsideration of the claim. This authority at,11ces with t,hc report of Mr.Moinucldin 

Moharnmad, Surveyor which is based ; bit sound· masoning/ accounting principles & 

consickred the dctailed order of.,th,::- G'.0mmissioner of Income Tax (Appeals) on the 

quc111tl!tn of stocks as well us method & 1:nanner ofv,d.uati ,ln . 

ln view of the aforesaid discussion, it is
1 
concluded th,1t Yl'cre are ri~) grounds to interfere 

with the survey and loss assessment made by Shri.Moinudd ::1 Mohammad and taking into 

account the facts and circumstances of the case' and upon careful consideration of 

n: aterial on record, all relevant factors, I am of the considered view that this is not a fit 

case for issuance of fqrther directions to the illsurcr wlio lrns nlrcady settled the clairn kw 

Rs .2,2 l ,34,819/·. 

,, .. . , . .. . 
T:-ie matter 'is disposed of accordingly. 

:1 ' .. ! 

This order is passed pursuant to nnd in compl iance of the dirr!c trons of the Appellate 

Authority dated 30.09.2005. 

· • • l ,.,._. , , 

... . '·:.: , .... . '• 

l·lyderabad 
l ~1 February, 2007 

4 

·::,•~~ ,ra:i . rfr;:i'('i (ffl, or¥ri1 cflll, t"~r.n~ - soo 004 \ffi71 

, ·. "'· ,. • .. r,- ,-.r ,,.. ,... ,. ,. -•;r. -,0~-u!o ~ · O , J'ld f"t . R~A•) "\"\ r{ d 

P ~11 s h1~111 l)hava11, 3/d Floor, BasMer Bagh, Hyuembad. 500 004 . INOL 

P l, · 91 ·040 -66820964 , 66789768, Fa x · 91 ·040-6682 '.\3 34 


