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3.43 Calculating the Amount of Loss in Fire Insurance

; / In case of fire insurance policy the principle of indemnity i
whatever the loss may be an insurance comparny is sure to pa
obligated to indemnify the loss of the insured.
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the similar method is used as specific policy, but ifitis
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laim is very much situational.
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a house worth Tk. 15,00,0004 ior Tk. 10,00,000 under
a Insurance Co. The {)use was destroyed by fire
,00,000. How much{ can Shafat_ Enterprise to recs
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 Average Policy with Sonar Bangl
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B Ciainns Insured yaluedess :
woce Llaim = nral value of subject matter on the date of accident

= 1000000x500000
1500000

= Tk. 3,33,333.33.

\ “hafat Enterprise will received Tk. 3,33,33'3.33 from Sonar Bangla Insurance Co.

; t : The policy is under insured. So, the insurance company i,e insurer will pay
|+ 33333.333 and thé balance of loss will bear by insured Shafat Enterprise Tk.

Bi000-3,33,333.33) = 1,66,666.67

Muse! insured a Warehbuse worth Tk 25,70('),000 for Tk. 30,00,000 under an eiverage

. The warehou’s? was destroyed by:'ﬁre and the actual loss ascertained Tk.
% %00. How much can Mr. Russel recover from the insurance company.

. o Insured valuexLoss
mmce Llalm = A «tialvalue of subject matter on the date of accident

_3000000x1600000
- 2500000

= Tk. 19,00,000.

wment : The policy is over insured. So, the insurance company will pay upto loss T k.
) W0. No payment will be made over loss, because insurance contract is a

smsating contract.

Some Mathematical Problems & their Solutions
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sewse worth Tk 100000 was insured for Tk 60000 under an average policy. The
aas destroyed by fire and actual loss was ascertained Tk 20000. How much can

wsured recover from the insurer?
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3.33 Meaning of Fire Insurance

oy

Fire insurance was started after marine insurance. Marine insurance was useful only to
persons engaged in some kind of trade. The fire havoc can be experienced by persons of
all walks of life. The Great Fire of London in 1956 destroyed 13,000 houses in four days.
This ‘Great Fire’ gave birth to Fire Insurance. Fire insurance is a contract to indemnify
the loss suffered by the insured. This contract does not help in controlling or preventing
fire but it is a promise to compensate the loss. : ;

A fire insurance is an agreement between two parties, i.e., insurer and insured, whereby
insurer undertakes to indemnify the loss suffered by the insured in consideration for his
(insured) paying of certain sum called ‘Premium’. ]

A fire insurance contact may be defined as ‘an agreement’ whereby one party in return

for a consideration undertakes to indemnify the other party against financial loss which
the latter may sustain by reason of certain subject-matter being damaged or destroyed by
fire or other defined perils up t0 an agreed amount. e

The term ‘fire’ muSt satisfy two conditions:-
(a) There must be actual fire or ignition;
(b) The fire should be accidental.

The property must be damaged or burnt by fire. If the property is damaged by heat or
smoke without ignition it will not be covered under the word ‘fire’.

3.34 Definition of Fire Insurance
oy} e et

In short sense, fire insurance is an insurance policy covering financial losses caused by
damage to property by fires. In broad sense, fire insurance is a standard fire policy that
usually covers fire due to any cause, subject to some exceptions which too may be
covered with additional premium. These policies may be extended further (by paying
additional premium) to include collateral damages or losses such as loss of income.

Definitions of fire insurance from various scholars are discussed below:-
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- msurance Act defines fire insurance as follows: “Fire insurance business means the
‘siness of effecting, otherwise than incidentally to some other class of business,
wuntracts of insurance against loss by or incidental to fire or other occurrence customarily
meluded among the risks insured against in fire insurance policies.”

- %ecording to MLN. Mishra, “Fire insurance is a device to compensate for the loss

- wmsequent upon destruction by fire.”

I
- secording to I. S. Kanwal, “A fire insurance is an agreement between the insurer and

- e insured, under which the insurer agrees to indemnity the loss caused by the fire.”

“mm the above discussion we can find the following characteristics of fire insurance:-

A

% Fire insurance is a contract of indemnity.
%+ Fire insurance is a contract of good faith.
* Fire insurance policy is usually made for one year only.

< The contract of insurance is embodied in a policy called the fire policy.

- nally, we can say that fire insurance means insurance against any loss caused by fire. It
+ 2 form of property insurance covering losses due to fire; often includes additional
woverage against smoke or water damage due to a fire. :

@ Define fire insuri‘fnce. _ BBA (Professipnal): 2011

| 235 Feature/elements of fire insurance contract
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~“re insurance means insurance against any loss caused by fire. The features/elements of

.z insurance are discussed below:

. Features of general contract (34ie mm) All the features of general contract
are also applicable to the fire insurance contract: -

(a) Proposal (2&=°): The proposal for fire insurance can be made either verbally or'
in writing.

(b) Acceptance (»ﬁ'i‘fCﬂTW) On receipt of the proposal form the insurer wills
asses the risk.

(¢) Commencement of risk (éﬁs &4qER): When the policy has been insured, payment
of premium will not be the basis of commencement of risk.

Su bjec? matter (fR¥79®): This insurance subject matter is property, which is pi‘eﬁxéd.




