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Pre-Class Assignment



P

Insurance Terms and Concepts

Assignment:  Please review and have a thorough working knowledge of the definitions for each of the terms and concepts listed below.  Be prepared to discuss them in class by thinking of examples of their application in the insurance industry.

This assignment is due on the morning of the first day of class.
1. Insurance -

A contract whereby one undertakes to indemnify another or pay or allow a specified amount or a determinable benefit upon determinable contingencies.
2. Insurer - 

The company or group offering protection through the sale of an insurance policy to an insured; the party to an insurance agreement who undertakes to indemnify for losses, provide pecuniary benefits, or render services.
3. Insured - 

The person whose risk is transferred and shared; the party to an insurance agreement whom the insurer agrees to indemnify for losses, provide benefits for, or render services to.
4. Insurable Interest - 

Any actual, lawful and substantial economic interest in the safety or preservation of the subject of the insurance free from loss, destruction or pecuniary damage or impairment. A claim may be paid only when an insurable interest exists.
5. Indemnify - 

To restore the victim of a loss, in whole or in part, by payment, repair or replacement.
6. Indemnity - 

A principle of insurance which provides that when a loss occurs, the insured should be restored to the approximate financial condition occupied before the loss occurred, no better, no worse.
7. Risk - 

A fortuity. A term used to designate an insured of a peril insured against. It does not embrace inevitable loss. The term is used to define causes of loss covered by a policy.
8. Contract - 

A legal agreement between two parties promising a certain performance in exchange for a certain consideration.
9. Two-Party Contract – 
An insurance police is a contract between an individual, called an insured, and an insurance company.
10. Contract of Adhesion – 
A characteristic of an insurance policy whereby the parties in the contract are of unequal bargaining power, and the one party (the insured) cannot negotiate the terms, having to take the offer of the other party (the insurer) as made.  Rule of law – any ambiguities in the contract are resolved in favor of the insured. 
11. Conditional Contract -  A characteristic of an insurance policy because the obligation of the insurer to perform is conditioned upon the insured satisfying certain conditions. 
12. Condition - 

The portion of an insurance c ontract which sets forth the rights and duties of the insured and the insurance company.
13. Insuring Agreement - 

The section of an insurance policy which states which losses will be indemnified, what property is covered, which perils are insured against.
14. Binder - 

An oral or written statement providing immediate insurance protection, valid for a specified period. Designed to provide temporary coverage until a policy can be issued or denied.
15. Policy - 

An insurance contract.
16. Personal Lines Policy – 
This term is used to refer to insurance for individuals and families such as private passenger automobile or homeowner insurance.
17. Commercial Lines Policy – 

A broad category of insurance indicating insurance for businesses, professionals, and commercial establishments.
18. Marine Policy - 

A form of insurance primarily designed to cover property in transport over land or sea.
19. Policy Period - 

The period during which the policy contract affords protection.
20. Definitions -  The section of the policy contract which defines terms used within the policy.
21. Peril - 

The cause of loss. Examples include fire, windstorm or explosion.
22. Hazard - 

Something that increases the chance of loss. For instance, faulty wiring is a hazard because it in​creases the chance of a fire loss.
23. All Peril Policy - 

Insurance contract which insures against all perils.
24. Named Peril Policy - 

Insurance contract which insures only against perils named in the policy.
25. Declarations “Dec” Page - 

The section of an insurance contract which shows who is insured, what property or risk is covered, when and where coverage is effective and how much coverage applies.
26. Exclusions - 

Section of the insurance policy which lists property, perils, persons, or situations which are not covered under the policy.
27. Endorsement (Rider) - 

A document which is attached to the policy and modifies or changes the original policy in some way.
28. Unscheduled Personal Property (UPP) - 

A single coverage amount which applies generally to personal property. Also called blanket insurance.
29. Appurtenant Physical Structure (APS) - Coverage for additional detached structures on the same property as the principal insured building.
30. Additional Living Expense (ALE) – Coverage for additional expensed incurred  to maintain the insured’s normal living stardards when the property becomes uninhabitable through damage by a peril insured against, for the necessary period of restoration.
31. Deductible - 

Usually, a dollar amount the insured must pay on each loss to which the deductible applies. The insurance company pays the remainder of each covered loss up to the policy limits.
32. Loss - 

any injury or damage that the insured suffers because of a covered accident or misfortune.

33. Indirect Loss - 

Loss which is a result or consequence of a direct loss.
34. Consequential Loss or Damage - 

Damage which occurs as “consequence” of a direct loss, such as loss from spoil​age resulting from lack of power, light, heat, etc. Available as an endorsement to Boiler and Machinery coverage. Not generally covered under property policies unless specified.
35. Third Party Claim – 
Those coverages under which the insured obtains protection against a legal obligation to pay damages to others because of injuries to persons or damage to property.
36. Depreciation - 

Decrease in the value of any type of tangible property over a period of time resulting from use, wear, tear, deterioration, and obsolescence.
37. Recoverable Depreciation - Recoverable depreciation is the amount held by the insurance company that is only able to be recovered or reimbursed to the homeowner if those expenses have actually been incurred.  An itemized receipt, from the contractor, for all work completed is often required before any depreciation is released.  The insurance company may also require a visual inspection of all completed work before releasing the depreciation check.   Items that your recoverable depreciation insurer considers recoverable and non-recoverable must be mentioned in the loss settlement provision of your homeowners policy.
38. Replacement Cost Value (RCV) - 

The cost to replace a damaged or destroyed item of property. May be the basis of reimbursement for loss to buildings, or by endorsement, to personal property.
39. Proximate Cause - 

A fundamental doctrine in property insurance that holds that when there is an unbroken connection between an occurrence and damage that grows out of the occurrence, then the resulting damage is a part of the occurrence.
40. Actual Cash Value (ACV) - 

The cost to replace an item of property at the time of loss, less an allowance for depreciation. Often used to determine amount of reimbursement for a loss.
41. Agreed Value - 

Written with property insurance policies. It waives the Coinsurance clause and requires the insured to carry insurance equal to at least 80% of a signed statement of values filed with the company.
42. Appraisal - 

A survey of property made for determining its insurable value or the amount of loss sustained.
43. Liability - 

Insures the individual for financial losses which arise out of the person’s responsibilities to others imposed by law or contract.
44. Limit of Liability - 

The maximum amount of insurance the insurance company will pay for a particular loss, or for a loss during a period of time.
45. Assignment - 

A condition in insurance policies that specifies that transferring the policy to another is not valid unless the company consents to it in writing.
46. Complaint - 

A complaint is the statement of claim by the claimant and is the instrument by which a lawsuit is initiated.
47. Subrogation - 

The transfer to the insurance company of the insured’s right to collect for damages.
48. Cancellation – All standard policies contain a cancellation condition.  Florida law provides for specific requirements as to valid reasons and length of notice necessary for cancellation of insurance policies.
49. Abandonment - 

A clause often contained in property insurance policies stating that the insured cannot abandon damaged property to the insurer and demand to be reimbursed for its full value.
50. Liberalization Clause - 

A policy condition found in many standard policies which states that if the insurer adopts a revision that would broaden coverage without additional premium within some period of time prior to the policy period or during the policy period, the insured receives the benefit of such broadened coverage.
51. Mortgage Clause - 

Rights granted to a mortgagee, under a property contract issued to a mortgagor, by virtue of the mortgagee’s financial interest in the property.
52. Salvage - 

Damaged property that may be retrieved, reconditioned, and sold to reduce an insured loss.
53. Vacancy - 

The absence of people and personal property from a building. Property coverage is often restricted when there are long periods of vacancy.
54. Adjuster - 

An adjuster or claims representative is one who is involved in the investigation, adjustment, nego​tiation and/or trial preparation of claims arising under policies of insurance.
55. Staff Adjuster - 

Salaried employees under the supervision of the home, branch, or regional claim department of insurance companies.
56. Independent Adjuster - 

A self-employed adjuster, not affiliated with any insurer or bureau. They serve as adjuster representatives of insurers, and their services are compensated on a fee-plus-expense basis for each loss handled.
57. Public Adjuster - 

An adjuster that represents the public rather than insurers, and is generally reimbursed by the insured by payment of a percentage of the claim payment received.
58. Surety Bond - 

A three party contract wherein the fulfilling of an obligation by one pary (the principal) to another party (the oblige) is guaranteed by a third party (the surety).
59. Surety - 

The party (often the insurance company) which agrees to be responsible for loss which may result if the principal does not keep his promise.
60. Principal - 

In bonds, the party who promises to do (or not to do) a specific thing.
61. Obligee - 

In bonds, the one who is to be guaranteed that the principal will perform.
62. Reciprocity - license reciprocity refers to a mutual agreement between states whereby an adjuster holding a license in one state can successfully apply for a license in another state and vice-versa.  In many cases you can apply directly for a license in another state without having to first pass that state's exam or pre-licensing course.
63. Errors and Omissions (E&O) - Insurance that covers a company, or an individual, in the event that a client holds such company or an individual responsible for a service that was provided, or failed to be provided, that did not have the expected or promised results. 

64. Overhead and Profit (O&P) – Additional costs of the general contractor associated with the management of multiple trades.  A general contractor oversees the entire construction project and overhead expenses are part of the costs incurred to operate the business. The general contractor is also entitled to a profit, which is the difference between the cost and the selling price. And, adds Eshoo, there is an existing industry standard that provides for O&P at 20% of a repair/replacement estimate.  
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