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1. ;n;mduotion

The period after 1963 witnessed a major breakthrough in fertilirer production
technology which was aocompanisd by an enormous inorsase in fertiliver capacitiss
throughout the wo l1d. Large size single s ream planis have come into being using
relisble equipments and simplified design for achioving high on stream aifiociencies.

The capital employed in such fertiiizer production is sn larpe
that on stream factor is an importani aspect reflecting tlie porformance
of the unit and honco its profitability or otherwise,

Nost of the fartilizer factorics procesn, inflammable, corrosive and
harardous ligquids and pases, making the caratul handling of them, a
prerequisite for any succeostul aoperation. Mactory om'rations noeds
a skill of a high order coupled with o sense of safety consciousness
at every step.

In any larpe commercial operations of this kind, insurance organisations
play a simifiocant part and they nome forward to indemnify loss of
production arising out of fire, accidentis ata. They also rive insrance cover
for, mohinery breakdown, losses uue to fire or scoidents, loss of property
and 0 on, (General insurnnce activities in fertiliscr factories are not
uncommon in India and it commenced almost from the time fertilizer
production started in large scale. But large involvement by inmurence
companies in loss=of-=production-componsation is unprecadented and with
promises of such involvement morc and more in future.

‘Thourh it ia true that insurance coverare well protects the valuable and sometimes
scaroce oapital, the insurance company also is sometimes cxponed to payment of
larre compensations. It is thereforc natural that the insurance companiss
insiet on the factory in following the normal codes and specifications in
desi/mirpe and oparating its plants and equipments. They also emphasize on its
authority for scrutiny wheraver such scrutinies are called for.

This short paper describes various insurance covers offered in India
for fertilirer factories with some sxamples of compensationa allowed by thea
in recent past.




11, The following are some of the facilities offered by insurance companies
in India for fertilizer factories.

8. ' Fire and accident;

b. Machinery breakdown;

6. Loss of property;

d. Production loss due to fire or accidents;

e. Insuranoe premium rebate under special conditions; etc. eto.

s. Pie Risk

The Insurance Association of India has published rules and regulations
to be followed by firme requiring insurance cover under this head., ®or
specific installations the above publication clearly gives minimum rejuirements
for designing a fire water system like, number of fire and foam hydrants,
to be provided, quality of pipelines to be used, layout of hydrants for
failure proof operations, type of fire alarms required, types of portable
fire fighting equipments to ve provided, staffin> of fire fighting crew etc.

The layout of the fire water system designed by a contractor, approved by
the insurance asscciation, has to be cleared by the insurance company first before
it is permitted to be constructed, also by a vendor in their approved roaster of
oontractors. The installation when complete has to be inspected and certified
by them before it is commissioned. ' The installation when it is in operation
will also be periodically inspected by insurance company to ensure its normal
psrformmnce and up~keer,

Whenever the fire water system is *aken ouf of servien for repair or renewals
etc., it is obligatory that prior approval is taken from the insurance company
authorities.

There are several competent firms in India who n~an satisfactorily desimm
and construct sound fire water aystems in large fertilizer factory installations.
Similarly there are also ssveral vendors who oan supply all safety equipments
required, which are approved by Indian Standard Institution, National Safety
‘conmu and Insurence Association,
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b  Npchjnery Breakdown Ingurance
This facility provides for coversge of breskdown of machineries used

in faotory's production operations. Any number of machineries under this
head, as required can bs covered. It ia the norml prectioce to cover only
those critiocel machineries, whooe failu-~ could adverasly reflect on production.

Some equipments that ure coversd in an amwonia-urea facility will include
8ll the centrifugal ocompresssra whish have no spare, oii oonsoles of sbove
M jor oompressnrs coa compressor motor drive, motors for high pressure recycle
and ammonie pumpa in ures plant, motors for 1) fan and fluidising cooler of

prill tower, turbo acternator for captive power, gseneration eto.

Premium for above machineries are fizxed ae n perceniage of ite C.I.P.
value, after the insursncs authoritive inspeot the machineries for ite
quality and its propsr inetallation.

When such cuetly machineries are included in the insuranocs cover,
they insist on certain pericdical check and preventive maintsnmance. As
an example all large centrifugal compressors and turbines have 0 have
the first open inspeciion after one year of its oparation. After this
first open inepection whioch is never oxempted, subsequent open inspeotions
are permitted once in two or three yeare of operation,

C. of 3

Raw materials, etoree inventory, finished goods, empty bags, eto., come
under this cover. Loeses can be in the form of theft, breakage of pipslinee
carrying raw moterials and their coneeqrential loss, eto.

For this typs of inasurance, insurance clearance has to be got for the parsons
handling above items. Similarly, the security and protection staff along
with security arreangements provided in the faotory will be subjected to insurence
ocompany'c sarutiny before the cover is accepted,

d. hensive SBcheme for Covering Production due to Fire

Prior to coveroge as above, the insurance company‘s technioal staff
inspect all drawings and design documents of the factory, follecwed by inspeotion of
aotual installatione to setisfy themselvee that all design codes expected to
be followed sre etrictly adhoreed tc. The original inspsction reports of pressure
vessels and machineriec installed in factory are also sorutinised by them for
ocospliance of oodewm.




o. [Presium yebate

Insurance companiez allow for rebate of insurence premiums for
certain risks, if company installs extra devisas to increase the safety.
Installation of water sprinkler system in bag storage building ie one such
item whioch allows atirsctive rebate.

111, ' ngat ad
a. The factory consumas nearly 200 tonnes o1’ fuel oil per day for its
boiler plant. These are trausported in tank trucks by reaod, sach having-
8 capacity of 10 tonnes, from an oil installation nearly 10 kilometree away from
the faotory. Oil trensport goes on round the clook.

The transport of oil was ocontracted to a looal contrector who hired
private trucks from ssveral owners, for the work. Certain trucks loaded with
oil never reported to factory for unloading but drove away to other destinations
and s0ld 01l to other oonsumers. When this pilferages was detected, already
losses amounting to a subetantial value had saken place,

The actual quantity lost was calculated and insurance company made good
the loss to the factory.

' hpiu/nphomntl to pipelines, electriosl installations, instrumsnts eto.,
damaged a5 & result of a fire in ammonia plant, was compensated by the

insurance cospany.

6+ A high horsepower motor when it was lowsred from its foundation for repair,
fell down and got damaged beyond repair. BSince an immediate replacement motor
was not available, the factory remsined shut down for ten days. The produotion
loss to the factory was made good by the insurance company.

d&:  T™he sprinkler system in bag storage duilding in product ware house was installsd
monthe after the factory was cozmissioned. An attiractive rebate on the premium for
ths adove Puilding was allowed soon after. The sprinkler was installed

minly in view of this attractive rebate.




1v. Gonglgg;onu

Insurance coveramcs as axplained above not oily protects the investment
of the fsrtiliser factoriss, but in actual prastico, it is also seen that
factories were able to run with betier on stream officiencies pince the
insurance eoverns.

The insurance coverames invoive matter of hipghly technical details.
It is also necessary to have technmical astaff of high compelence with larpe
fertilizer experionce and famj)iar with varions desixgn codes and speoifioations
used in fantories in the staff of insurance companies, Such an arrangemsent
a8 practised now will be in the interest of hoth parties.




78.11.06






