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SYNOPSIS

Unit Overview

This unit deals with marine insurance under the Marine Insurance Act, 1963. It covers the nature
and classification of marine policies, insurable interest and insurable value, voyage and deviation,
perils of the sea, kinds of loss, and the key statutory provisions of the 1963 Act (Sections 1 to 91).
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LEARNING OBJECTIVES

What You Will Learn

@ Nature & Scope

Understand the special character of
marine insurance

@ Voyage & Deviation

Rules on voyage, change of voyage
and deviation
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@ Classification

Voyage, time, valued, unvalued,
floating policies

@ Perils & Losses

Perils of the sea and kinds of loss
(total, partial, constructive)

@ Interest & Value

When interest must exist and how
value is measured

@ 1963 Act

Key sections of the Marine
Insurance Act



NATURE

Nature and Scope of Marine Insurance

Marine insurance is a contract of indemnity whereby the insurer undertakes to indemnify the

assured against marine losses, that is, losses incident to marine adventure.

Subject Matter

Marine Adventure

Statutory Basis

Indemnity
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Ship, cargo, freight, or any other interest exposed to maritime perils

When any ship, goods or other movables are exposed to maritime perils

Marine Insurance Act, 1963 (largely based on the English Act of 1906)

Strict application of the indemnity principle with special rules on measure of
indemnity



CLASSIFICATION

Classification of Marine Policies

Voyage Policy Covers the subject matter from one place to another

Time Policy Covers for a fixed period of time (maximum 12 months normally)
Valued Policy Agreed value stated in the policy; conclusive between parties
Unvalued Policy Value to be ascertained at the time of loss

Floating Policy Covers goods to be declared later; used for continuous shipments
Mixed Policy Combines voyage and time elements
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INSURABLE INTEREST

Insurable Interest and Insurable Value

The assured must have an insurable interest at the time of the loss. Interest may be acquired after

the policy is effected.

When Required

Examples

Insurable Value

Defeasible Interest
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At the time of loss (not necessarily at the time of contract)

Owner, mortgagee, consignee, carrier, insurer (for reinsurance)

Ship — value at commencement of risk; Goods — cost + expenses + shipping
charges + insurance

Interest that may be defeated by subsequent events is still insurable



VOYAGE

Voyage, Change of Voyage and Deviation

Voyage

Change of Voyage

Deviation

Excuses for Deviation

Delay
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The journey described in the policy from the port of departure to the port of
destination

When the destination is voluntarily changed — insurer discharged from
liability
Departure from the prescribed course without lawful excuse — insurer

discharged

Stress of weather, saving human life, necessary repairs, barratry, etc.

Unreasonable delay can also discharge the insurer



PERILS

Perils of the Sea and Other Perils

Perils of the Sea

Examples

Other Perils

Proximate Cause
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Fortuitous accidents or casualties of the seas — not ordinary action of wind
and waves

Storm, collision, stranding, sinking, heavy weather damage

Fire, war risks, pirates, thieves, jettison, barratry (often covered by Institute
Clauses)

The same causa proxima rule applies; the dominant cause must be an
insured peril



LOSSES

Kinds of Loss

Losses are classified as total or partial. Total loss may be actual or constructive.

Actual Total Loss

Constructive Total Loss

Particular Average

General Average

Salvage tharges.

Subject matter is destroyed or so damaged as to cease to be a thing of the
kind insured

Subject matter is reasonably abandoned because total loss appears
unavoidable or cost of recovery would exceed value

Partial loss of the subject matter caused by a peril insured against

Sacrifice or expenditure intentionally and reasonably made for the common
safety of the adventure

Charges recoverable under maritime law by a salvor



MARINE ACT 1963

Key Provisions of the Marine Insurance Act

Sections 1-3 Definitions and marine adventure

Sections 6-16 Insurable interest and insurable value

Sections 17-25 Disclosure, representations, policy form

Sections 39-49 Voyage, deviation, delay

Sections 55-63 Losses — total, partial, constructive, general average
Sections 67-78 Measure of indemnity and subrogation
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LANDMARK CASES

Important Marine Insurance Decisions

English Classics Still highly persuasive — e.g., cases on perils of the sea and constructive
total loss
i .. Interpretation of Institute Clauses, deviation, and measure of indemnity
Indian Decisions
under the 1963 Act
Marine cases frequently illustrate the operation of subrogation after payment

Subrogation :
of cargo claims

General Average Cases on contribution and adjustment of general average sacrifices
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SALIENT FEATURES

Distinctive Features of Marine Insurance

Statutory Code The 1963 Act is a comprehensive code

Voyage Principle Attachment and duration of risk are voyage-based
Constructive Total Loss Unique concept allowing abandonment

General Average Special maritime doctrine of common safety

Sue and Labour Duty and right to take measures to avert or minimise loss
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ESSENTIALS

Core Points to Remember

Interest

Voyage

Perils of the Sea

Total Loss

General Average

1963 Act
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Must exist at the time of loss

Change or unjustified deviation discharges the insurer

Fortuitous, not ordinary wear and tear

Actual or constructive — different consequences

Sacrifice for common safety — contribution follows

Primary statute governing marine insurance in India
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DEEP DIVE

Constructive Total Loss and Abandonment

When the subject matter is reasonably abandoned because an actual total loss appears
unavoidable, or because the cost of recovering it would exceed its value when recovered, the

assured may treat it as a constructive total loss and give notice of abandonment to the insurer. If
the insurer accepts, the insurer becomes entitled to the subject matter.
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KEY HIGHLIGHTS

Main Points

Nature
Policies
Interest
Deviation
Losses

Statute
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Contract of indemnity for marine losses

Voyage, time, valued, unvalued, floating

At time of loss; defeasible interest is valid

Unjustified deviation discharges insurer

Actual total, constructive total, particular average, general average

Marine Insurance Act 1963 (ss. 1-91)
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PRACTICAL ISSUES

Common Disputes in Marine Insurance

Seaworthiness Warranty of seaworthiness at the commencement of the voyage
Deviation Whether the departure was justified

Perils vs Wear Whether damage is fortuitous or ordinary

Measure of Indemnity Calculation under the Act for partial and total losses
Subrogation Recovery from carriers after cargo claims
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COMPARISON

Marine vs Non-Marine Insurance

Interest

Duration

Total Loss

Average

Statute
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Marine — at loss; Life — at inception

Often voyage-based rather than pure time

Constructive total loss unique to marine

General average is a marine doctrine

Dedicated Marine Insurance Act
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SUMMARY POINTS

Must-Remember Points

» Marine insurance is governed by the Marine Insurance Act, 1963 — a comprehensive code.

* Policies may be voyage, time, valued, unvalued or floating.

* Insurable interest must exist at the time of the loss.

 Unjustified deviation or change of voyage discharges the insurer.

* Losses are classified as actual total, constructive total, particular average and general average.
» The Act contains detailed rules on measure of indemnity, subrogation and sue-and-labour.
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SUMMARY

Key Takeaways

1. Marine insurance is a specialised contract of indemnity with its own statutory code.
2. Voyage principles, deviation and constructive total loss are distinctive features.

3. General average and sue-and-labour obligations reflect the unique risks of maritime
adventure.

4. The Marine Insurance Act 1963 remains the primary source of law in India.

5. Understanding these rules is essential for cargo, hull and freight claims.

This completes the five units of Insurance Law.
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